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FOREWORD 


"What  should  be  the  futui-e  direction  of  the  foreign  policy  of  the 
United  States  ?"  is  the  1979-1980  hich  school  debate  topic  selected  by 
the  National  University  Extension  Service.  The  three  <^bato  proposi- 
tVJna  that  have  be<»n  designated  within  this  topic  are : 

Resolved,  That  the  ITnited  States  should  significantly  change  its 
foreign  trade  policy : 

Resolved,  That  the  ITnited  Stai.js  should  significantly  reduce  its 
public  and  private  distribution  of  weapons  to  foreign  countries;  and 

Resolved,  Thut  the  United  States  should  significantly  reduce  its 
foreign  assistance  programs  to  totalitarian  governments. 

This  volume  begins  with  a  group  of  articles  selected  to  provide  an 
overview  of  foreign  policy  considerations  and  a  general  context  for 
discussions  of  tlie  three  propositions.  It  also  contains  separate  groups 
or  background  materials  an<l  essay.s  on  each  of  the  debate  proposi- 
tions. In  choosing  items  for  the  collection  and  for  the  bibliography, 
the  CongressioimT  Research  Service  (CRS)  attempted  to  sample  the 
wide  spectnun  of  opinions  reflected  in  current  literature  on  these  issues. 
No  preft'iencd  for  any  policy  is  indicated  by  the  selection  or  position- 
ing of  articles  herein,  nor  should  one  infer  CRS  disapproval  of  any 
|>olicy  (tr  artirie  not  included. 

Stat!"  iiicmlxTs  of  the  Foreipi  Atfairs  and  National  Defense  Divi- 
sion, Kcononiics  Division,  and  Library  Services  Division  of  CRS  co- 
oiwrated  in  the  compilation  of  these  nuiterials.  Robert  Simey  coordi- 
nated the  colieotion  with  the  assistance  of  Julia  Carlson,  wlio'also  pre- 
paml  the  bibilo^rraphy,  notes,  and  information  on  additional  resources, 
(fcorge  Ilolliday,  with  nssistaiioc  from  Vladimir  Pregelj,  Raymond 
Ahearn,  Arlene  Wilson,  Jetrrey  Hrookstone,  and  William  V  -^ax, 
selected  nuiterials  on  the  trade  issue.  Vita  Bite  and  Jeffrey  Brookstone 
helped  select  articles  for  the  section  on  foreign  assistance,  and  Robert 
Shuey,  with  tlie  a<lvice  of  Richard  Grimmett,  .selected  materials  on 
arms  transfers.  .Vriiold  nellefontnint'  and  James  liarkcr  of  CRS, 
helpe«l  in  the  adiiiiiiist ration  of  flie  project. 

The  Congressional  Research  Service  wislies  to  express  its  apprecia- 
tion to  thoso  .opyri^'lit  holdcis  that  have  granted  permission  for  the 
i-eprodiiction  of  materials.  Such  permission  is  ncknowledfied  in  each 
Mjch  instance. 

(too(1  luck  to  eacli  (lel)ater  in  reseaicliino;  vop.r  topic  and  presenting 
your  ar<;unieiits. 

Gir.BKUT  (rt'OE, 

Director.  ('on<jn  .ssianai  /Research  Service. 
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INTRODUCTION 


mtrnTZ^'^^^'f!^'-'^  ^^'^^'^^^  preparations  for  the 

1979-80  debates.  Bollovyin^  is  information  to  help  tlie  debater  make 
full  use  of  the  materials  included. 

DfJ^ki^nf  TrlV/*'  T''"^T  ^-veral  that  address  all  the  debate 

S.s  and5at'«:  "  ^'"^^^'^^^  ^"'^  J^'^^'^^ 

indilid!«7,^rT'  '"-^'^'^'^  i»^»uded  in  one  of  the  three  sections  on  the 
ifon  For  I>'-oP<>««tions  are  also  applicable  to  another  proposi- 

anniv  to  d  '^'T/''}'^^        '^^^^"^^  ^.S.  arms  transfers  also 


as  forpii/n  nwi  «^.V  r„  I  .  Vi      •  '""'y         transfers  qualifv 

ffon-^]*^?  .  '-V'  ^''""^  "v«»"laP  between  the  four  sec 

St2\  •  ^■'•'■"f  •'»I>''>  '  ^«l>^cially  l)otween  the  section  on  the  general 
debate  topic  an,l  the  three  sections  on  the  debate  propositions'  ^ 


j;  .       .    "-v".  ,/„.„, I  iiui-m  v.  1  ne  jjinrarv  of  C( 

distribute  copies  of  these  or  oti,er  materials  to  debaters 

wSil^SI'fS Hv  rl^^       «;  ^^^'V?  volume  on  additional 

r^a^ailable  foJ'.  r  ^  of  relevant  publications  that 

(Tvenull^^^^^^^^  Superintendent  of  Documents, 

sec'tions'aTt^;^ '"n.!""''  '»  ^'''^  volume,  enti.-e 

smions,  aitK  le.s.  or  pages  can  l)e  removed  easilv  bv  creasing  the  paires 
at  the  spme,  then  pulling  them  out.  '  "'fe  nu  pages 


(1) 


What  Shouu>  IW.  thk  Futurjs  Direction  or  the  Foreign  Policy  of 

THE  United  States'? 

This  year's  uutional  high  school  debate  topic  is  the  subject  of  many 
esaa^irs  and  much  diwussion  in  America.  To  a  large  extent,  our  future 
foreign  policy  will  l)e  the  pnxluct  of  past  and  present  relations  be- 
tween the  Imited  States  and  other  countries;  future  political,  mili- 
tary, and  economic  activities  throughout  the  world ;  ana  changes  in  the 
worlds  physical  environment,  cultural  systems,  and  technological 
capabilities.  Howi  ver,  as  one  of  the  most  powerful  actors  in  the  com- 
munitv  of  nations,  und  as  a  matter  of  national  self  interest,  it  is 
incumbent  on  the  United  States  to  exercise  initiative  in  planninii  ^he 
course  of  its  foreign  policy.  * 

There  are  many  policy  alternativt  •  available  to  guide  this  country's 
interactions  with  allied,  communist,  and  nonaligned  states,  with 
wtulthy  industrialized  nations,  oil  rich  countries,  developing  states, 
and  the  very  i)oor  countries  of  the  world.  In  choosing  the  nation's 
course,  our  leaders  must  weigh  political,  military,  economic,  social, 
and  psychological  considerations,  and  are  expected  to  incorporate 
ethical  as  well  as  pragmatic  principles. 

The  following  articles  discuss  these  and  other  factors  involved  in 
the  formulation  of  national  goals,  strategies,  and  programs,  and  pro- 
vide a  variety  of  normative  views  on  the  proper  future  direction  of 
I'.S.  foreign  policy. 

Amkrica's  Koij:  in  a  Turbi  lkxt  Wonu>  • 
I  remember  when  I  Hret  came  to  Tech,  the  entire  world  was  at  war 
Our  nation  xvas  under  attack  on  two  fronts  and  was  desperately  cear- 
ing  up  for  a  total  war  effort  that  we  had  not  known  since  we  fought 
each  other  in  the  mn)\  *"u^iii- 

In  lS)4i>-43  it  was  not  yet  a  time  for  victories  for  the  United  States 
n?Lu?\  ""'f P^V^^  feared  that  Western  democracies 
might  be  overwhelmed.  We  now  face  a  very  different  world  from  the 
u-orld  in  which  I  cHn.e  of  ngc^  The  old  en.pi'res  are  gone,  and  the  maps 
are  covei-ed  with  new  and  developing  nations  with  names  that  we  hid 
then  never  lieard. 

But  one  thing  has  not  changed  as  nmch  as  I  ha.l  hoped.  It  is  still  a 

(  ha  'h  nlj  m''"''1  i\ouuycv,xvy  and  frerdon.  are  still 

(haMenged.  «  world  m  whu  h  ,H'nce  nn.st  Ih>  rowon  day  by  day. 
Too  many  i)eople  still  lack  the  simplest  neressities  of  life,  and  too 
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Disturbances  in  Iran,  the  western  Indian  Ocean,  and  in  Southeast 
Asia  arc  a  challenge  to  our  deternnnntion  and  our  leadership.  They 
underscore  the  iniiK)rtanc4>  of  strenj^th  in  our  national  defenses, 
wisdom  in  our  diplomacy,  and  steadfastness  in  the  pursuit  of  arms 
control  and  peacM*. 

I  want  to  s|>eak  to  you  today  al)out  America's  purpose  in  this  world 
of  change  and  turbulence. 

Ever  since  the  end  of  the  Second  World  War,  the  United  States  has 
been  the  leader  in  movinjr  our  world  closer  to  a  stable  peace  and 
genuine  security.  We  have  the  world's  stronppst  pconotny :  we  have  the 
world's  stronp'st  niilitai  v  forct'.s;  and  we  sharp  burdens  of  mutual 
defense  with  friends  abroad  whose  seouritv  and  prosperity  are  as  vital 
to  us  jia  to  themselves. 

With  our  stn>n^r  allies,  we  have  succeeded  in  prevr'utinfr  a  global 
war  for  >noiv.  than  one-tliird  of  a  century— the  lon^rest  imriod  of  gen- 
eml  peace  m  modern  times.  And  as  Presi<|ent  of  the  United  States,  I 
am  detenmned  to  keep  our  nation  at  imico. 

We  help  to  sustain  a  world  trading;  and  monetary  system  that  has 
l>rouj;ht  fny.xUu-  prosi>ority  to  moiv  of  the  world's"  nootilo  than  ever 
fx'fore  in  histon*. 

We  are  workniir  to  ivwlve  conflicts  amon^r  other  nations  so  that  each 
can  develop  its  own  futuiv  in  indepemlence  and  peace.  And  we  have 
hel|M'd  to  Miaintam  the  conditions  in  which  more  than  100  new  nations 
have  come  mto  liein^r  and  in  which  hunum  hoiM^— and  its  fulfillment- 
has  taken  a  i-evolutionary  leap  forward. 

In  short,  we  in  the  Ignited  Staters  provide  the  Inwhock  of  fflobal 
security  and  economic  advance  in  a  wf)rld  of  unpi-ecedented  change  and 
rontlict.  In  such  a  vorld  America  ha.s  four  fundamental  security  re- 
sponsibditics:  to  |)rovi(h'  for  onr  own  nation's  strent^li  and  safety;  to 
stan<l  by  our  allies  and  our  friends;  to  support  national  indepentlence 
and  intejrnty  of  other  nations;  aiul  to  work  dilijrently  for  |K>ace. 

VVe  do  not  o|>|>osc  chanAn'.  Many  of  the  j>olitical  currents  sweeping 
the  world  cxpiv.^  a  desire  that  we  share— the  desire  for  a  \vorld  in 
Which  the  legitimate  aspirations  of  nations  and  individuals  have  a 
gre«iterchance  for  fulfillment. 

The  United  States  cannot  control  events  within  other  nations.  A  few 
years  ago,  we  tnwl  this  and  w*.  failed.  Uul  we  recognized  as  inevitable 
that  the  un.crtainty  and  the  turmoil  that  come  with  change  can  have 
Its  darker  side  as  ucll.  We  saw  this  in  a  siMiseless  act  of  violence  last 
Ti  1  I", ;V«'"i"'«»«";  when  a  brave  and  good  man-Ambassador 
A<lolph  I),,bs--pivc  his  life  III  the  iKM-formance  of  his  duty  as  a  repre- 
seu  ative  of  the  I  iiited  States.  As  we  meet  here  today  at  (leorgia 
UMi    enjoying  the  bhY^m^rs  „f  f,e(y|om  and  peace— we  must  rem-m- 

w.m  .1;' i'^' "'i»;'^t'"''  f'>''  h\v.ssuM,rs  to  the  sacrilice  of  men  and 
woiueii  like  hpiki-  I)ul>s. 

We  also  see  the  darker  ^i.le  of  chaiig,'  wl  eii  countries  in  turbulence 
pn.vi.l..  opportiimth  s  for  exploitation  by  the  outsiders  who  seek  not 
to  advance  l.iiinan  aims  but  nither  to  extend  their  own  Dower  ami  their 
own  position  at  the  cxpeusf  of  others. 


HUN 


As  I  speak  to  you  today,  the  couiUry  of  Fran  -  with  which  wc  huvo 
had  clase  n-Iations  for  the  last  'M)  yeaiv  -is  in  revolution.  It  has  been 


our  hope  that  Iran  could  iiKxlenuze  without  deep  intiMiial  conflicts, 
and      s.iiipht  to  oii«  oiii  :ip'  that  otTori  hy  siippoi-tin^r  its  govornmont, 

by  ur^'iiig  nitcnial  t  hanj^'  towunl  pioj^'m^s  aiiti  (let  nic.v,  aiul  hy 

helpinj^  to  piov      a  ha(  k;i;rourid  ol  ivjfioiial  stability. 

The  revolution  ill  Iran  is  a  pnKliict  of  (h'op  stwial,  political,  rclip:- 
ious,  ami  iMononiic  factors  ;ri'o\vin^'  out  of  the  history  of  Iran  itself. 
Thow  who  arjruc  that  tin-  I'nitod  States  sliouhi  (u  '.ould  intervene 
dirwtly  to  thwai-t  these  events  aiv  \vron<r  ahout  the  realities  of  Iran. 
So,  tcM),  are  those  who  s|M>ut  propaj.'iinda  that  protecting'  our  own  eiti- 
Jteiis  is  tantamount  to  diivct  intervention. 

VV'<*  have  not  and  we  will  not  intervene  in  Iran,  yet  the  future  of 
Iniii  continues  ot  he  of  deep  «  ont  ern  to  us  and  to*  our  friends  and 
nllies.  If  is  an  inipoitant  nation  in  a  critical  part  of  the  world;  an 
immediate  nei;rhlM»r  of  the,  Soviet  Tnion;  a  major  oil  producer  that 
also  sits  beside  the  principal  artery  for  most  of  the  world's  trade  in  oil. 
And  it.  is  still  a  .si^inifieant  iK)tential  force  for  stahilitv  and  inom-ess 
in  the  n'ffion. 

Iran  is  a  proud  nation  with  a  loii;r  history  -  niore  than  -^OOO  years— 

of  stnijr<rle  to  e.stahlish  and  to  jruarantee  i'ts  own  fr  loin.  The  inde- 

peiidonce  of  Iran  is  also  in  our  own  vital  interest  and  in  the  interest  of 
our  closest  allies,  and  we  will  support  the  independence  of  Iran. 

Out  of  today's  tiiniKMl.  it  is  our  1ioih>  that  these  troiil>le<l  ptvtple  will 
create  a  stahle  jroveriimeiit  which  can  iue»"t  the  needs  of  the  Iranian 
j>eople  and  wIim  Ii  can  enable  that  <ri-eat  nation  not  only  to  remain 
uuIe|X'iideiit  hut  to  iv«:aiii  its  internal  streii;,rtli  and  halancc. 

VVe  are  pivpared  to  siipijoit  that  etfort  as  ai»propriate  and  to  work 
with  the  Iranian  (Joveriimeiit  and  the  |M'ople  as  a  nation,  which  shares 
eouimon  interests  and  common  aspirations  with  us. 

Hut  just  as  we  ivspect  Iran's  uidependeiice  and  i'ltej^rritv,  other 
nations  must  do  ><>  ,is  well.  If  otliei>4  interfere,  directlv  or  inilirectly, 
they  aiti  on  notice  that  this  wili  have  s»'rioiis  conseouciiccs  and  wi'll 
affect  our  l>i-oii<ler  ivlat  ioiisliips  with  them. 


Mll>l)l-K  K.\sr 


At  the  same  tunc,  we  aiv  iiitcii  i  lvin<r  our  cMoit-  to  promote  stai>ilitv 
timm^dioul  the  .Middle  Kas\  M)fhat  the  stvuritv  and  the  independenc'e 
of  the  nations  of  that  pan  of  the  woihl  will  U'  maintained. 

At  my  direct  loM,  tluv  .S,.,.|vtary  of  Deh-nsc  re<-<.iitlv  cai  i  ied  out  com- 
prehensive coii^idtation>  in  iHad.  K^rvpt.  .F,,rd:in,  and  Saudi  .\rabia 
concern  mirth..  m-,iu  ity  .d*  t  hat  re^rjon.  We  are  dct.-rmiiied  to  work  with 
these  nation,  and  with  othciv  lo  put  the  pca.vfiil  . level, )pi„eMt  of  the 
re>r|,,„  on  a  -^ouii.!  and  a  !a>i  m«:  ioinidat  ion. 

He<ri)(  di>turl>all^,.^  ,n  the  ivk„hi  have  iiiidnlin,- 1  the  need  to  work 
even  iiiorc  iirirently  t..uard  iKa.-e  i„-tw,vn  l>iMel  and  i;>  .\,ab  nei<di- 
iHU-s  lo  this  ,.|,d.  Israeli  and  K-vptian  iM-„Matoi^  the  roivHMi 
.MiuisJeis  ol  hoili  rouiiti  ic.  wdl  return  toCani:.  David  toiiiirlit  at  the 
inyitatioii  ol  th,-  \  i,it,.,|  States. 

Thev  will  U-  nieclirii;  uifli  Secretarv  of  Stat(.  Cvms  \'aiice.  .\iid  I 
mv.M'il  x\ill  ,!m  wli,it."\er  f  can  to  promote  the  -ii'.vr..  of  the  (  ami. 
David  neiro,  ,.,,„„,..  An.l  if  it  >houM  In- iiere.^sarv.  and  t  he  part  ies  .show 
a<leqnate  (leMhd.ty.  I  will  ,al!  am^ther  siuimnt  ronfcreli.e  to  w.uk 
tor  iM'.-i.-e.  I  iirire  all  lea.leis  thiou-lu.iit  (he  .Middle  Ka~f  to  ivco-ndzc 
the  vital  importanc-  for  th.'ir  leij-ioi,  for  these  talks  to  ^mr  I 
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SOUTHEAST  ASIA 


For  us  in  tlu'  I'nitod  States,  any  crisis  in  the  Middle  East  has  the 
nio«t  iriunediato  and  serious  consMjUences.  Hut  wo,  are  also  deeply  am* 
cernod  by  what  is  hapjwning  now  in  Southeast  Asia.  The  same  princi- 
ples of  American  pt)lioy  apply:  We  supiwrt  the  independence  and 
int4»j;rity  of  the  re^onal  nations;  wo  will  stand  by  our  friends;  and  we 
wil  1  cont  inue  as  a  nation  to  work  for  pi-ace. 

^  Just  in  the  last  few  weeks  wo  have  s<'eii  a  Vietnanieso  invasion  of 
(Cambodia  and,  as  a  result,  a  Chinese  frontier  penetration  into  Viet- 
nam. Both  actions  threaten  the  stability  of  one.  of  the  world's  most 
important  and  promising  regions — Southeast  Asia. 

vVe  have  opposwl  both  military  actions.  Let  mo  outline  very  briefly 
the  principles  that  govern  our  conduct. 

First,  we  will  not  gi>t  involved  in  conflict  between  Asian  Communist 
nations.  Our  national  interests  are  not  directly  threatened,  although  we 
aro  concerneci,  of  coui-se.  at  the  wider  imi)licutions  of  what  might 
hapi)on  in  the,  future  and  what  has  been  happening  in  the  past. 

vVo  have  iH'on  using  whatever  diplouuitic  and  political  means  are 
available  to  encourage  restraint  on  all  jmrties  and  to  seek  to  prevent  a 
wider  war.  While  our  inHuence  is  limited  because  our  involvement  is 
limited,  we  remain  the  one  great  power  in  all  tho  world  which  can 
have  direct  and  frank  discussions  with  all  the  parties  concerned.  For 
this  i-eason,  we  have  a  useful  n  id  important  role  to  play  in  the  restora- 
tion of  stability.  We  will  continue  our  efforts,  Iwth  directly  with  the 
count ru'w  involved  and  through  the  United  Nations,  to  secure  an  end 
to  the  fighting  m  the  ivgion,  to  bring  about  a  withdruwnJ  of  Vietnam 
forces  from  (\iinl>odia  and  of  Chinese  forces  from  V'ietnara,  and  to 
gain  the  ivstoiation  of  the  independence  and  integrity  of  all  nations 
involved.  ' 

At  the  siimc  time,  we  aiv  continuing  to  express  our  deep  concern 
that  thisconMict  .nay  widen  still  further— with  nnfoieseen  and  grave 
coiis<'<nu'nces  for  nations  in  the  region  and  also  beyond. 

In  any  event,  the  Tnited  States  is  fully  prepared  to  protect  the 
vita  interests  of  our  people  wherever  they  may  be  cluillenged.  We  are 
in  clow'.  consultation  with  our  friends  and  allies  in  the  ivgion,  es|)e- 
ciall.v  the,  iiumhIh'is  of  the  Associatior,  of  South  Ka.st  Asian  Nations^ 
th<^  A.SKAN  nations.  Their  continual  stability  and  prosperity  are  of 
great  impoiliuu  e  to  us. 

The  normal i/at ion  of  relations  between  the  United  States  and  the 
I  eopJc  .s  Kepubhc  of  China  is  already  an  accomplished  fact  and  will 
not  he  reversed.  This  was  the  simple,  long-overdue  recognition  of  the 
reality  of  the  government  in  Peking. 

In  the  last  tew  days,  we  hav(.  consulted  directly  with  leaders  around 
til.  u.Ml.  and  witli  on,  „wn  rongicssional  leaders  as  well— about 
events  both  in  the  Middle  Ea.st  and  Southeast  Asia.  The  responsibili- 
ties tliat  we  face  are  .serious,  and  they  are  shared  by  the  Administra- 
tum  ihkI  the  C..i!-ivss.  by  our  nation  and  onr  allies— and  our  common 
understanding  and  our  adherence  to  a  common  caust;  are  vital. 

All  of  ns  know  that  the  internal  affairs  of  Iran  or  combat  even 
anion.r  CoinniMiiist  nations  are  of  concern  to  us.  Many  nations  aro 
troul.led-H'vcn  thieau-ncd-~by  the  turmoil  in  Southeast  Asia  and  in 
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the  Middle  East.  To  stand  by  our  friends  and  to  help  meet  their 
security  needs  in  these  difficult  times,  I  will  consult  with  the  Congress 
to  determine  whut  additional  miliiary  assistance  will  be  required. 
*u  .  ^j*^^*^^  measure  of  support  is  crucial  for  stability  throughout 
Uio  Indian  Ocean  area.  And  let  mo  repeat,  in  the  Middle  East,  in 
twutheast  Asia,  and  elsewhere  in  the  world,  we  will  stand  by  our 
friends,  we  will  honor  our  conmiitinents,  and  we  will  protect  the  vital 
interests  of  the  United  Staters,  and  you  can  depend  on  it. 


U.8.  SECURITY  AND  SALT 


As  WO  face  this  immediuia  series  of  crises,  we  also  look  constantly  to 
tiie  broader  needs  of  security.  If  we  are  to  meet  our  responsibilities, 
we  must  contmue  to  maintain  the  L.ilitary  forces  wo  need  for  our 
defense  and  to  contribute  to  the  defense  of  our  allies.  This  year,  I  have 
proposed  a  substantial  real  increase  in  the  defense  budget.  The  events 
of  recent  weeks  underscore  the  responsibility  of  the  Congress  to  ap- 
propriate these  funds  in  full.  e 

There  must  be  no  doubt  that  the  people  of  the  United  States  ai-e 
fully  prepared  to  meet  our  commitments  and  to  back  up  those  commit- 
ments with  military  strength. 

Turnioil  and  crisis  also  underscore  the  vital  needs  to  work  whei-ever 
possible,  to  stabilize  and  to  reduce  competition  in  strateiric  nuclear 
weapons.  " 

This  effort  has  the  same  ultimate  goals  as  does  our  strong  defense: 
the  goals  of  security,  stability,  and  p  ace.  In  pursuit  of  these  goals, 
our  nation  faces  no  more  important  task  this  year  than  the  successful 
conciusion  of  a  strategic  arms  limitation  agreement. 

Just  as  we  work  U)  support  national  independence  and  to  aid  our 
friends  and  allies  m  times  of  trial,  we  must  work  to  regulate  nuclear 
arms  capable  of  thn^atening  life  throughout  this  planet.  For  a  SALT 
agreement  is  a  fimdauiental  element  of  strategic  and  political  stability 
III  a  turbulent  world  -stability  which  can  provide  the  necessary  poli- 
tical basis  for  us  to  r  ontain  the  kinds  of  crises  that  we  face  today  and  to 
prevent  their  gn)wintr  into  a  terrible  nuclear  confrontation 

After  more  than  six  years  of  negotiations,  conducted  by  three  dif- 
ferent 1  residents,  agieenicnt  has  now  been  reached  on  most  of  the 
manor  com|)onents  of  a  sound  and  verifiable  SALT  II  treaty 

Iho  emeigmg  agreement  will  establish  for  the  Hi-st  time  e(iual  num- 
l)ers  of  stnitegic  arms  for  botl,  sides.  It  will  thus  reverse  the  Soviet  s 
numerical  ndvuntiiw  which  wjis  teniiMHiirilv  established  in  the  S \LT 
I  tit^aty  of  l!>7ii,  wIkmi  they  had  about  a  40  penent  built-in  ueL'otiated 
aavantagi'.  " 

To  rea.-h  these  new  levels,  the  Soviets  will  he  re<|ui.ed  to  reduce 
their  overall  nunil.er  of  strategic  arms.  Over  'J.'.O  Soviet  missiles  or 
bomlH>rs--alK>ut  K)  percent  of  their  strategic  forces  -will  have  to  be 
destroyed  or  dismantled.  At  the  same  time,  heetmse  we  are  now  well 
bt'low  the  agreed  ceiling,  we  could  sul)stantially  increase  our  own  on- 
orational  strategic  forces.  * 

The  SALT  fl  agn-ement  will  also  provide  negotiated  limits  on 
budding  new  types  of  weapons  mid  limits  on  the  improvement  of 
existing  ones  -  the  so  ciilled  qualitative  arms  nice  can  Ix"  controlled 
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SALT  II  will  limit  the  size  of  land-based  missiles  ami  the  number 
of  warheads  that  can  placed  on  thorn.  Without  these  limits,  the 
Soviets  eoulil  vastly  increase  the  number  of  warheads  on  their  large 
land-ba-ed  missiles,  with  ijrave  implieations  to  tlie  strate^jic  balance. 

SALT  11  wilK  therefore,  contribute  to  our  ability  to  deal  with  the 
growing  vidnerability  of  our  land-based  UMSsilesl!  Without  it,  the 
Soviet  Union  could  continue  to  increase  tlie  number  of  their  wariieads^ 
U  iiding  to  nullify  our  etlort  to  protect  our  missiles. 

The  agreement  will  also  permit  us  and  our  allies  to  pursue  all  the 
dofen-e  programs  that  we  believe  might  eventually  be  needed— the 
M-X  missile;  the  Trident  submarine  and  its  missiles;  air-,  ground-, 
and  sea-launched  cruise  missiles;  cruise  missile  carrier  aircraft;  and  a 
new  penetrating  lK)mber.  These  would  be  permitted. 

TL  is  SALT  II  would  allow  our  own  prudent  programs  to  move 
ahead  iuid  also  will  place  important  limits  on  what  the  Soviets  might 
otherwiM'  do.  And  thi.s  SALT  II  agreement  will  be  a  basis  for  further 
negotiations  for  additional  substantial  cuts  in  the  level  of  nuclear 
armaments. 

Without  tlie  SALT  II  agreement,  the  Soviet  Union  could  have 
nearly  one-third  moiv  strategic  forces  by  1985  than  with  SALT  II. 
We  would,  of  necessity,  as  a  nation,  match  such  a  buildup.  The  costs 
would  bi».  enormous,  the  risks  self-evident.  And  both  nations  would 
wind  up  less  secure. 

The  stakes  in  SALT  are  too  high  to  rely  on  trust.  Any  SALT  II 
treaty  that  I  sign  will  l>e  adequately  verihable,  using  our  own  inde- 
pendent means  of  guaranteeing  Soviet  compliance  with  terms  of  the 
agreement. 

SAL  I  II  will  specihcully  forbid  any  interference  that  would  hn- 
pede  our  ability  to  verify  compliance  with  the  treaty.  Any  effort  on 
the  p:irt  of  the  Soviet  Tnion  to  interfere  with  our  verification  activi- 
ties woidil  be  a  detectable  violation  of  the  agivement  itself  and  an 
early  i^nal  of  any  possible  cheating. 

Finally,  let  lue  i)nt  this  agreement  in  the  context  of  our  overall  re- 
latioiiH  with  the  Soviet  Tnioii  and  the  turbulence  that  exists  in  many 
parts  of  the  world.  The  (piestion  is  not  when  SALT  can  Ik^  divorced 
from  this  complicated  context.  It  cannot.  As  I  have  often  said,  our 
relationship  with  the  Soviet  Tnicm  is  a  mixture  of  cooperation  and 
<om|){iiti()?K  Ami  as  President  of  the  United  States,  I  have  no  more 
dillii'ult  and  delicate  task  than  to  balance  these  two.  I  (»annot  and  I 
will  iiot  l(»t  tl\(»  pi'es>ures  of  inevitai)l(*  ci)inpetitioi\  overwhelm  pos- 
.-il)iliti(-  fi>!- roopciation  any  luow  than  I  will  let  cooperation  blind 
us  to  ii'alitit'-  (>t  (onipct  if  ion,  which  W(»  ai*c  fully  pi'(»[)are(l  to 
meet. 

Hecause  t  hi^  ran  t  uliy  M(*<r<»t iaicd  aiui  ii  >p()iisiliU'  ai  iu-  coiitiol  nifree- 
inent  will  nuxkr  \  \a^  world  -afiM*  ai\d  luoic*  secuie,  it  is  in  oui'  national 
inten'^t  to  piii^ur  it»  own  as  we  continue  competition  with  the  Soviet 
l^num  riscwhcre  in  tlic  world.  Theref()n\  1  will  >eek  both  to  conclude 
this  new  SALT  a^rrcMMuent  ami  to  irspond  to  any  Sovi(»t  behavior 
wlucli  ad\ciscly  atFects  oui  inlcMCsts. 

To  irjcct  SAI/r  II  would  nican>  thai  the  im»vitabl(»  «'om{)et  it  ion  in 
>trateiric  nuclcai-  aims  would  iriow  <'vcn  niorc^  dan^rcrohs.  Kach  (Tisis, 
<'arli  rniit'ioiita!  ion.  v:\r\\  |Miint  of  friction    a>  -^(»rion-  a^  it  nia\'  be  in 
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if        f 'I'^^^ouW  take  on  an  added  measure  of  siimificance  and 

mon,  than  tw„  renfunos;  aiul  for  three  ^im^ratiom  sL^^^^^ 
H  our  l)ower  hu.s  holpod  other  nations  to  .oa  L   h^ir  own  dea 

™  Wit;- 
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MOROKNTIIAU  ON  FoRWGN  PoUCY 

A  Center  Dialogue*^ 

Earlier  this  year,  Hai.^i  J.  Morgeiithau  led  a  discussion  at  the  Center 
on  American  foreign  policy.  He  is  a  political  scientist  and  historian 
who  has  taught  at  the  University  of  Chicago  and  the  City  Uniyersitv 
of  New  York.  He  is  the  author  and  editor  of  a  number  of  l>ooka,  includ- 
ing Politics  Among  Nations:  The  Struggle  for  Power  and  Peace^ 
and  Politics  in  the  20th  Century.  Following  is  an  edited  version  of 
the  dialogue. 

Hans  J.  Moroektiiau.  Three  major  elements  constitute  what  I  call 
the  "^pathology  of  American  power"  in  our  foreign  policy.  They  are^ 
fii'st,  the  residues  of  past  thinking,  which  inhibit  correct  thinking  on 
current  American  foreign  policy  issues,  especially  those  connected  with 
nuclear  power;  second^  the  tendency  to  take  certain  verbalizations  for 
reality,  detente  l)emg  an  example  of  that;  and,  third,  the  sentimental- 
ism  which  identifies  certain  emotions  and  emotional  preferences  with 
the  reality  of  international  phenomena,  patricularly  tnat  of  the  Third 
World. 

In  the  first  issue,  there  is  a  contrast  between  the  objective  situation 
with  regard^  say^  to  nuclear  warfare,  on  the  one  hand,  and,  on  the 
other,  certain  modes  of  thought  and  action  which  have  come  down  to 
us  through  history  but  which  have  now  been  made  obsolete  by  the 
reality  of  nuclear  weapons*  Concepts,  such  as  victory  and  defeat,  attack 
and  defense,  are  deeply  ingrained  in  our  thinking.  They  tend  to  influ- 
ence our  actiona  But^  in  truth,  they  are  obsolete,  thev  are  inoperable 
because  of  the  availability  of  nuclear  weapons.  Much  of  the  present 
argument  about  military  strategy  between  those  who  favor  nuclear 
arms  control  or  disarmament  and  those  who  believe  the  Russians  want 
to  achieve  a  usable  nuclear  superiority  and  to  destroy  the  United 
States  reflects  a  school  of  thought  still  trying  to  apply  traditional^ 
conventional  military  concepts  to  the  nuclear  field.  Another  school 
seeks  to  devi  lop  a  radically  different  philosophy,  one  appropriate  to 
the  nu<*Ioar  aije. 

The  second  j>henomenon — the  tendency  to  take  words  for  the  real 
thing,  to  substitute  concepts  for  reality — is  exemplified  on  the  inter- 
national scone  in  many  ditrei^ent  ways.  I  choose  the  concept  of  detente 
as  a  striking  oxaniple  of  wliat  I  mean.  When  we  speak  of  detente  as  a 
policy,  \V(A  assume  that  we  have  a  choice  l)etween  detente — that  is  to 
say,  the  diminution,  if  not  the  elimination,  of  tension— and  another 
kind  of  foreijn^  policy  whiclu  one  must  assume,  will  cultivate  tension 
or  which  at  least  will  not  1m*  coucernod  whether  tension  is  eliminated 
or  decreased. 

The  truth  is  that  in  the  nuclear  aji:c  it  is  impossible  to  pursue  any 
other  policy  hut  one  of  detente.  Indeed,  since  the  beginning  of  the 

•Roprlntwl  by  piTinliiHlon  from  World  r»8Ui»H,  v.  2.  necrmber  1077-January  1978:  10-16. 
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nuclear  age,  both  the  United  Stetes  and  the  Soviet  Union  have  con- 
•u^ently  pursued  a  policy  of  detente.  Vis-a-vis  each  other,  they  have 
acted  with  unprecedented  self-restraint  in  situations  which,  in  a  non- 
nuclear  or  pre-nuclear  age,  would  probably  have  led  to  war.  For  exam- 
ples of  that,  take  the  Berlin  crisis;  take  the  Cuban  missile  crisis:  take 
the  Arab- Israeli  war  in  1973. 

It  is  simply  misleading  and,  in  a  sense,  absurd,  to  talk  about  a 
poJicy  of  dotente"  which  mic;ht  stop  or  might  be  replaced  by  some- 
thmg  else,  or  as  something  \W»ich  had  not  existed  l)efore.  Detente  is 
not  a  policy,  it  is  a  precondition  of  the  survival  of  both  the  United 
otat«8  and  Russia. 

The  Uiird  problem  is  more  inchoate  than  the  others.  We  taik  about 
two  different  kinds  of  confrontation— the  East-West  confronta/ion 
and  the  North-South  confrontation— and  we  assume  that,  while  they 
are  of  relatively  equal  weight,  the  East-West  confrontation  is  less 
important  today  than  the  North-South  confrontation.  This  seems  to 
me  to  be  a  complete  misreading  of  the  actual  situation.  The  East-West 
confrontation— essentially  the  confrontation  between  the  United  States 
and  the  Soviet  Union— is  still  today,  as  it  has  been  since  the  end  of 
the  Second  World  War,  the  central  issue  facing  the  United  States 
and  the  world.  There  are  still  only  two  superpowers  capable  of  destroy- 
ing each  other  through  a  nuclear  war.  All  the  other  nations  play  sub- 
ordmate  roles  in  this  overall  picture. 

Moreover,  the  developing  nations,  the  so-called  "South  "  are,  in 
terms  of  power,  utterly  inferior— in  different  degrees,  of  jourse— to 
both  the  United  States  and  the  Soviet  Union.  It  is  not  so  much  that 
the  East-West  confrontation  has  been  replaced  by  the  North-South 
confrontation,  as  it  i.s  that  the  North-South  confrontation  has  opened 
up  a  new  theater,  a  new  arena,  within  which  the  East- West  confronta- 
tion takes  place.  The  political  center  and  focus  remain.  The  fate  of 
the  world  still  depnds  upon  how  the  United  States  and  the  Soviet 
I  nion  arrange  tiieir  mutual  relations. 

What  is  relatively  new  is  that  those  relations  are  now  taking  place 
not  only  in  the  traditional  theater  of  Europe,  but  also  in  a  new  theater 
roughly  (llcscr»l)ed  as  the  "North-South  confrontation."  The  United 
btafes  and  the  Soviet  I  nion  meet,  for  exaniple,  in  Africa;  they  face 
each  other  there  for  the  same  purpose  and  with  the  same  potential 
consequences  with  which  they  have  faced  each  other  in  Europe  since 
the  end  of  the  Second  World  War. 

To  think  that  the  Eost-West  confrontation  has  bvon  replaced  by  the 
North-South  confrontation  Is  to  ev)  de  the  real  problem.  Perhaps  that 
18  why  it  has  been  popular;  It  takes  our  minds  off  the  traditional  con- 
flict situation  l)etweeu  the  I  nltod  States  and  the  Soviet  Union.  It 
makes  it  appear  that  there  is  a  new  relationship  which  is  less  threaten- 
mg  and  less  dangerous  t.han  the  one  between  the  Industnillzed  and  the 
developing  Third  World  nations, 

There  is  a  widespread  belief  that,  in  this  latter  relationship,  the 
United  States  has  a  special  moral  resi>onslbillty  toward  the  Third 
World.  This  assumes  the  United  States  is  resj)onsil)le  to  some  extent 
for  the  conditions  in  which  Third  World  nations  find  themselves.  Now, 
It  IS  perfectly  trae  that  some  of  tlio.se  nations  are  d(  \clo|)ing  and  that 
we  are  helping  thcni  to  improve  their  economic  status.  It  i.s  also  true, 
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howovor,  that  most  of  those  nations,  in  spite  of  massive  aid  from  a 
nnmbor  of  indnstralizod  coiintri(»s.  havo  not  l>eon  able  to  improve  their 
economic  lot,  not  in(T(»ly  l)ocauso  of  what  tho  United  States  has  been 
<loin^  to  thoiu,  \)\\\  priinai  ily  iK^cuuse  of  nat)inil  deficienoiexS,  and  be- 
eaus('  of  th(»  doiuestio  and  (Miltura)  situation  inside  tho^e  nations.  The 
polemic  shift  of  nvsponsihility  to  the  TTnited  States,  or  to  the  capital- 
istic oi"  iiup(M  ialisti(»  nations  in  ^jeneral,  for  th(»  misery  in  which  much 
of  mankind  finds  iis(»lf  has  had  a  debilitating  effect  upon  the  policies 
of  the  I'nited  States  and  of  other  Westei  n  industrial  nations.  We  have 
uocepted  some  of  the  responsibility  foi'  the  fate  whicli  has  befallen 
nuuiy  Third  World  nations. 

If  you  look  at  (lie  situation  not  in  terms  of  emotional  prejudices  or 
ideoloji:ical  preeon(»eptions,  but  in  terms  of  the  ac*tual  situation  that 
prevails  In  much  of  the  Third  World,  yoti  i(»alize  that  something  as  ele- 
mental as  a  detici(Micy  in  f<x><l,  for  (»xample,  is  not  primarily— perhaps 
not  at  all — the  result  of  the  economic  and  political  policies  of  the 
I 'iiitcd  States  or  other  industrialized  nations,  Kather,  it  is  the  result 
of  national  deficienci(»s  which  cannot  be  remedied  by  any  outside  aid. 
Take  Somalia,  for  instance,  oi*  lianjifladesh.  They  sutler  (*ertain  cultural 
(lefieiencies;  th(Mr  \vlioh»  conc^^pt  of  nam  and  the  world  (»rects  insuoer- 
able  barriers  to  eronomic  dev(dopment  in  general  and  to  the  develop- 
ment of  a  foodsup|)ly  in  particular. 

Furthermore,  another  indi^rcnous  factor  acccnmts  for  the  differences 
in  economic  welMxMn^  1kMw<mmi  the  industrial  and  the  developing  na- 
tions. It  is  the  politiral  situation  which  exists  in  many  of  the  latter 
countries.  The  smrcity  of  food  and  tlu»  incidence  of  famine  are  not 
simply  the  vv<\i\t  of  natui*al  conditions;  they  are  an  artificial  situation 
hroujrht  aUnit  by  paiticular  political  coliditions.  China  had  been 
periotlirally  rava«j:ctl  by  famine  until  tlu»  ascent  of  the  (Communist 
i)o\vei%  wIhmi  faniiM(»  was,  if  not  (dimiiuit(Mb  at  least  jjreatlv  reduced 
by  i)olitiral  refoini  ami  by  the  (establishment  of  effective  uilministra- 
tioii  and  polirir^  aimed  explicitly  at  that  ^oal. 

When  you  look  at  other  mitions  still  suffering  oeriodically  from 
fandne,  you  rraiizr  that  ibcir  p)V(»rmnents  an*  ei.  indifferent  to 
the  incid(Micr  of  famine  oi',  lMM'aus(»  of  internal  (leficien(*ies,  are  in- 
capablr  of  doiii^r  imythin;r  about  it. 

I  will  not  nro*'M'oujrh  th(»  V  bole  catalojru(M)f  tlu»  imlij^cMious  deficien- 
cies ill  tlic>e  coont rics.  I  \v:int  only  tomak(»the  |)oiiit  that  an  uncritical 
accept .'ince  of  rh(»  polcndc  wbicli  puts  tin*  burd(Mi  of  r(»sponsibility  on 
ns  and  to  which  wc  ba\'r  bctMi  cx|)os(m|  by  unceasing  propapmda^  has 
bcconu'.  bccMu-e  it  has  Ihm  h  iniccasiiin:,  a  substitute  for  truth.  That 
ha^  had  not  only  ncjx'itivc  int(dh»ctual  «'ons(M(uences,  it  has  also  had 
iie;r}it!\('  political  coii>(m(ucuccs.  It  has  paraly/ed  our  ability  to  take 
a«'tioii  in  our  own  intiM'ivvt  and,  insofai'as  it  is  possible*,  in  th(»  interests 
of  the  Third  World  ii  ^df. 

Dun  MO  Mt  I)t»\  \ii)  (Kditor  nf  tlu*  Center  Ma}^'a/im»  and  World 
Is^ue^).  CouM  you  -a\  ;i  hit  niort*  on  tlu*  extent  to  which  yon  see  the 
I'uitcil  States  as  hn\ in»j:  any  special  burden  of  ies|)onsibility  at  all, 
(»-|)ei'i:dly  toward  Latin  Aniciira^ 

MovoKNTo  \r.  I  have  ditlicnlty  in  s(»ein«j:  that.  Latin  Am(»ri(»ans  have 
a  typirally  iuubi\ah'nt  attitude  toward  tin*  ^iant  on  their  north.  On 
the  one  hand,  the  ^iant  i^  euvie(|  and  ci'il iciz(»d  :  on  th(»  other  hand. 


13 


th*y  try  to  mutate  him.  The  whole  concept  of  Latin  America  is  itself 
U)  abeti^ction  with  very  little  rtOationship  to  reality.  The  United 
fetates  could  h^^  huld  n  siMiUsihle  today  for  tlie  conditions  that  i  xisf  in 
one  or  another  Latin  An»erican  country  only  if  the  United  States  had 
had  the  power  to  do  something  ulxnit  conditions  in  that  country  when 
the  country  hrst  started. 

There  is  a  story  allegedly  told  in  Urazil.  When  God  cl^>ated  Brazil, 
He  said  to  ht.  Peter,  "I  will  give  to  lira/il  the  biggest  coastline,  the 
luggest  j)anii)tts,  the  higgost  tmturiil  resources,  the  biggest  river."  St. 
leter  said,  ';Hut  if  you  do  that,  you  will  make  Brazil  the  most  power- 
ful country  in  the  world."  (  Jod  replied,  "Wait  until  you  see  the  kind  of 
people  I  am  gomg  to  put  i.i  there."  So,  there  are  existential  conditions 
Which  even  the  most  powerful  and  most  benevolent  nations  in  the  world 
can  do  nothmg  alwut. 

McDonald.  You  said  that  we  have  paralyzed  ourselves  because  wo 
have  guiltily  ami  seutimentully  taken  on  the  burden  of  responsibility 
for  what  bai,|>en.s  in  other  countries.  But  one  thinks  of  the  United 
States  and  Chile.  ^^  e  were  not  paralyzed  in  CMiile.  We  moved  in  rather 

•^r?..  .y-  wo  paralyzed  ourselves  in  our  dealing 

with  (  hile  ami  other  small  nations f 

MoKoKNTii.u-.  We  |)arnlyzed  ourselves  in  not  supporting  the  indiir- 
onous  forces  for  eluuige  whieli  eould  have  eieattfd  st.il.le  societies 
7n!^r'ut  ':"»'*'f"".v-wouhl  at  least  luue  had  a  chance 

to  eieate  more  stable  societies  than  were  actually  cieate<l 

.en';i""spo.;sii;;e:"^  "^-^  - 

MoRG«NTHAir  Provide,!,  if  y(,„  l,,,,!  pursued  sueh  a  policy,  that  you 
had   he  power  to  .luinge  the  situation  in  the  Third  World.  I  grant 

S«  in'*  "  Tr  "f  u"".  '"n  '».'"^P"'>-^il>'l't.v  for  the  misery  i^hich 
exists  m  the  I  hmnNorld.  Hut  it  is  not  the  responsibility  for  which 
we  are  nceused.  It  is  the  responsibility  for  not  Supporting  the  forces 
forchamjfe  whirh  hadiu  hance.  ^ 

v^:^:i;.^:mt: "  '•'"^•"'-''■"^^    ••--"•^  "f  i"-tion,  a 

()Tis  L  Graham.  Jr  ((Vnter  A.ss.K-iate.  Profe.ssor  oi  American 
His  ory  at  the  \  n.versity  of  California  af  Santa  1  Barbara)  Could 
we  have  .some  examples  where  we  failed  f„  .support^ 

MoiioKNTH.u-.  Take  yiefnn.u.  Take  ("bile.  Take  many  other  ooun- 

nul.tary  d,.  tatoisl.,p.  or  v.  here  we  have  a  ehanee  fo  ereate  conditions 
for^  n,e  developn.enf  of  a  (Inrd  fon  e  wlm  h  might  have  created  a 

.w.*IT''7'i*''  ^'  "'''''\  A>soeii,fe).  At  least  the  Cnited  States 

oTsiiii^iir^tr^^^  -  -  ^''^^ 

.U^Z'-r''^'  -^^'     '''"'"'^•^  f""""  ^vifb  C..nuuunism  and 

Faoiman.  The  great  exampli- In-iiij:  ( 'liina  itself 

Momv^THM  .  At  least  in  tln-ory  on.,  can  make  that  point  re.Mudimr 
f  luna.  N,.body  knows  wh.it  wouM  have  happened  f  we  ha  '  of 
portedtherelativelv  feeble  third  force  in  China  ^ 
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Schwab.  Shifting  the  question  from  one  of  moral  responsibility  to 
one  of  prudence,  what  would  it  be  in  our  interest  to  do  with  respect  to 
both  South  America  and  South  Alfrica? 

MoROENTHAu.  lict  US  uiake  some  distinctions.  I^et  us  put  South 
Africa  to  the  side  for  a  moment.  In  South  America  there  is  very  little 
we  can  do,  PrudtMice  implies  the  ability  to  act  effectively  according 
to  the  purpose  you  have  set  for  yourself.  But  take  any  Latin  American 
country,  take  Urazil  or  Argentina,  two  countries  blessed  with  enor- 
mous r<»sour(TS,  In  ttMuis  of  objective  resources,  Brazil  could  be  the 
equal  of  the  United  States  in  Latin  America.  But,  as  that  somewhat 
silly  story  I  told  implies,  Brazil's  luiman  material  and  her  social  and 
moral  conditions  are  not  conducive  to  the  kind  of  development  the 
United  States  luus  underi^onc,  and  which  has  led  to  our  prosperity 
and  our  nowcr.  To  transfer  (host*  (luiilities,  which  are  responsibte  for 
our  development,  to  another  nation  is  simply  impossible.  If  you  tried 
to  do  that,  you  would  Ik»  uccus^mI  of  imperialism  Ix^fore  any  positive 
results  could  appear.  So  you  are  faced  with  a  situation  in  which  you 
u  -e  called  upon  to  art ;  but  when  you  act,  you  are  condenmed  for  having 
ucted.  In  coiise(|uen(e.  the  ihetorie  of  the  ^*j;(K)d  neijjhbor  policy"' 
becomes  a  substitute  for  aetion ;  there  is  no  action. 

SoiiWAB.  Does  the  same  apply  to  the  South  African  and  Rhodesian 
situation? 

THAI ,  I  he  fart  t\\i\t  We  are  raising  the  (|uestion  of  South 
Africa  or  Southwest  Afi  iea  a>  a  question  of  Anu'riean  foreign  policy 
is  itself  sijruitieaut.  What  vou  have  there  is  su(*h  an  intricate,  com- 
plex situation  that  it  seems  to  uie  absui*}  to  think  an  outside  power 
can  have  a  derisive  intlueiire.  Of  rourse,  we  have  an  interest  in  pre- 
\entin^  a  rare  wai'  in  southeiu  Afrira,  not  only  for  humanitarian 
leasons,  but  mIsd,  I  think,  foi-  voiy  conrrete  American  reasons.  If  a 
rare  war  breaks  out  in  southern  Afrira,  it  will  inevitably  have  serious, 
if  not  rahisti'nphir.  lepeirussious  in  the  United  States,  Whatever  posi- 
tion the  white  n-overniueiit  of  the  United  States  would  take  in  such  a 
rare  war,  it  must  rousider  that  millions  of  black  Anieri(*ans  will, 
naturally  and  exi^tentiallv.  look  at  siu'h  a  war  in  southein  Africa 
fi'Diu  a  ditreieiit  |»rrsperti\ I'  than  that  of  the  white  ritizeus  of  the 
United  Statrs. 

(iHAiiAM.  V»>u  havr  wo  syuipalhy,  then,  with  the  moial  overtones  of 
diiuniy  ( 'ai  lri Admin i.-t  i  n t  inn. 

MoKOKNTii \r.  I  think  it  i>  sheei'  *lilet taut  isni.  It  makes  the  speaker 
fe<»l  jLTuoil.  It  luakes  the  listener  fei  I  fruod,  Mut  it  does  not  rhanpe  any- 
tliiiiir  in  the  lejii  world. 

Mrl)uNAM».  Do  not  WO! (Is  also  ha\e  rt!V<'ts^  ] A't  us  ajirree  that  the 
i-rality  of  detrule  has  Ikmmi  piiisued  sinre  Woihl  War  II.  But  when 
one  now  l)rinL'<  it  nut  iiito  thr  open  and  artiruhites  detente  publicly, 
does  that  not  i\i\W\  |)uhlir  o|Muion  in  surh  a  way  that  the  purposes  of 
di'Irntr  nuiy  nnuv  ea-ily  nr-  ^nrely  be  achiev  ed  ^ 

MoKoKN  rM  \i  .  T\\n\  ruuld  1h\  Hut,  you  see,  it  messes  thinp^  up 
trrribly,  rjin  ri  ad  in  eiiit(U'ials  in  77//'  AV  //•  }>>//•  7'l//us  that  the 
jMiliry  of  detrnte  is  nida n^'eird  by  this,  that,  oi*  the  otliei*  thiufT.  And 
in  auothei'  nlitoi  iai.  you  rea<l  that*  the  poliry  of  detente  has  rome  to  an 
eiuj.  All  tin-  i-  !ionseM>r.  The  real  i^-urs  of  forei<:u  [)oliry  ai'e  buried 
in  the  debris  of  that  noubensc. 
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OsAUAX*  What  are  people  arguine  about  when  they  argue  about 
detente  ?  They  are  nr^iing  about  something. 

MoRQ£NTHAU.  They  do  not  arpie  about  anything  i-eal. 

Schwab.  The  new  hard  line  the  Kussian^s  hav  a  taken  with  Carter; 
if  that  is  not  a  questioning  of  detente,  or  a  threat  to  it,  what  is  it? 

MoRQENTiiAU.  The  Russians  an»  reacting  to  the  rhetoric  about 
human  rights.  For  us,  human  rights  are  one  moral  i>ostulate  among 
other  postulates.  But  what  we  call  a  denial  of  human  rights  is  a 
cornerstone  of  tlie  Russian  political  and  moral  system.  According 
to  the  official  doctrine  of  the  Soviet  Union,  the  government  is  the 
direct  successor  of  I^enin  and  Marx.  In  consequence,  it  has  a  monopoly 
on  ^ruth  and  virtue.  Anylxxly  wlio  questions  that  monopoly  must 
be  out  of  his  mind  and  ought  to  be  sent  to  an  insane  asylum. 

There  is  perfect  logic  in  this.  When  you  argue  with  a  Russian  about 
freedom  of  the  press,  for  instance,  he  tells  you  that  genuine  freedom 
of  the  press  exists  only  in  the  Soviet  Union,  l)ecause  only  the  Soviet 
Union  allows  the  truth  to  be  printed.  Pravda  means  truth.  And  in 
capitalistic  countries,  with  their  freedom  of  the  press,  the  press^  says 
the  Russian,  is  free  to  print  lies.  Which  is  morally  superior? 

So,  here  is  a  situation  in  which  our  conception  of  human  rights 
comes  smack  up  against  the  Russian  conception  which  is  entirely 
different  There  is  no  dialogue.  We  are  not  talking  about  the  same 
iuoral  issues.  We  are  starting  from  opposite  and  irreconcilable 
assumptions. 

Further,  the  Russians  consider  our  defense  of  human  rights  to  be  the 
beginning  of  the  overthrow  of  the  govenunent  of  the  Soviet  Union. 
Their  own  weaknciis  has  led  them  to  fear,  in  an  almost  paranoid  way, 
the  attempt  of  the  West,  first  to  encircle  the  Soviet  Union  under 
Stalin,  and  now  to  overthrow  the  governm^Mit  of  the  Soviet  Union. 

Schwab.  If  they  are  almost  paranoid  almut  their  protection  of 
human  non-rights,  on  the  one  hand,  and  do  not  dare  violate  detente 
on  the  other,  they,  tcK),  are  in  a  visi\ 

MoRGRNTHAi .  On  the  one  hand,  in  view  of  the  structure  of  inter- 
national relati(ms,  one  defends  ones  interests,  if  need  be  by  force. 
On  the  other  hand,  one  realizes  that  the  usi>  of  force  in  the  relations 
between  the  United  States  and  the  Soviet  Union  means  the  destruc- 
tion of  l)oth.  We  aiv  in  the  siime  dilemma  as  they. 

Schwab.  So,  what  are  they  going  to  do  about  it  i  They  are  in  it  too, 

MoROBNTiiAi*.  There  is  no  answer  to  that  dilemma,  Ix^cause  the 
dilemma  is  a  result  of  the  ( on  junction  of  the  availability  of  nuclear 
weapons  with  the  stnieture  of  international  relations, ' based  upon 
the  soveivign  equality  of  our  nat  ions. 

(\  Hkkman  I*RnriiKrr  (Professor  KnuMitus  of  Political  Science, 
University  of  (^ilifornia  at  Santa  Barbara).  Your  earlier  n^marks 
alK)ut  (Miltnral  deticieneies  in  developinjr  nations,  an<l  now  the  sup- 
Wstion  of  our  own  cultural  deficiencies  alonjr  with  those  of  the  Soviet 
I'nion  -  if  we  put  this  nil  to^rether,  does  that  lead  us  to  laissez-faire 
natioiuilistu  i  Are  vou  saying'  we  cannot  cope  with  these  problems? 

MoHoKNTiiAi  .  We  must  reco^Muzc  that  we  live  in  a  pluralistic  uni- 
verse. There  are  all  kinds  of  cultnivs,  sonic  of  whieli  we  don't  like,  some 
of  w  hich  we  (letest.  This  is  a  condition  of  existenc  e  over  which  we  have 
no  control.  The  present  Administration  s  attempt  to  exert  control  is 
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futile.  From  time  to  time^  we  should  express  our  allegiance  to  hunnan 
rights.  Rut  to  mako  this,  as  the  Secretary  of  State  has  said,  the  center 
of  our  foivipi  policy  scenes  to  me  absuni.  It  cannot  ho  the  center  of 
any  policy.  It  is  not  a  policy.  It  is  a  moral  declaration. 

The  point  I  was  nuikin;r  when  I  i^efcrred  to  cultural  deficiencies  was 
that  the  bac  kwardness  of  a  ^reat  ninnlx?r  of  so-called  Third  World  na- 
tions is  not  the  ivsult  of  iuiiu^rialistic  machinations,  or  natural  deficien- 
cies, hut  of  a  culture  whiel^  is  so  diffei-ent  from  Western  culture  tliat 
it  cannot  possibly  produce  the  same  kind  of  capitalism  or  techno- 
logical soc*iety  our  culture  has  produced. 

pKiTriiFin\  And  ours  produced  Vietnam. 

MoKciKNTiiAr.  I  wouldn't,  well,  in  a  sense,  you  can  say  that,  sure. 

LAi  nKNcK  I.  IIkwks,  Jr.  (Center  Associate).  I  have  been  following 
tlie  r.S.  foreipi  ai<l  profxrani ;  and  it  seems  to  me  that  it  has  been  an  ad- 
venture in  ^^oin;r  from  reality  to  unreality.  We  Iwgan  the  Marshall 
Plan,  the  rvcoust ruction  of  Kumpe,  and  it  worked  fairly  well.  We 
shipp(»(l  over  our  teclinolo^y  and  capital  jjoods,  and  the  response  in 
WestiMu  KurojH*  was  i>ositi\  e.  So  we  assumed  tliat  we  could  use  the 
same  teihnolo^ry  in  places  like  India  and  Indonesia.  We  have  never 
iM'eu  nhUy  to  reioncile  the  fact  that  we  succeeded  in  one  place  and  failed 
in  the  other.  Yet  it  wasn't  always  conu)lete  failure.  We  did  put  a  lot 
of  money  into  South  ivorea»  AVhether  thit  was  for  moral  or  some  less 
a(lmiral)le  reasons,  the  ctTect  has  In^en  to  create  the  material  conditions 
f(u-  >rrowth  in  the  ordinary  economic  meaning  of  the  term.  But  we 
don't  know  why  our  aid  works  in  some  places  and  not  in  others. 

^^omJK\TMA^.  I  think  wo  know  why  the  Marshall  Plan  succeeded 
and  why  nmst  of  our  forei^rn  aid  pro^muns  did  not  succeed.  The  Mar- 
shall Vhxu  was  a  blood  trmsfusion  for  a  temporarily  disarrayed, 
hiirhly  developed,  modern  industrial  society.  That  is  an  entirely  differ- 
ent situation  than  tryin^r  to  create  out  of  liothinp  a  modem  industrial 
s<M'iety  in  Indonesia,  lot  Us  say.  If  you  put  enou^fh  money  into  a  par- 
t  irular  place,  you  do  ^et  results.  West  Berlin  is  an  example.  We  wanted 
to  rivat*»  a  showplace  of  W<»stern  capitalism,  in  contrast  to  the  drab- 
nrssand  back  ward nrss  of  (^^mrnunism  in  East  Germanv.  We  succeeded 
temporarily.  At  tlu*  uionient  we  ai-e  no  loi\^er  succeeding?. 

(fKMi AM,  You  n  frrrod  earlier  to  the  arms  control  argument  in  the 
f  nited  States.  And  wr  do  have  a  good  argument  Wtween  those  who 
really  do  not  UOir\e  in  aiiiis  c^ontiol  and  those  who  do.  That  argu- 
Hu  nt  foiMisrd  around  Paul  Wniiiki*  at  tlu*  tiiiu»  of  his  nomination  as 
dirertor  of  tlir  ArmsControl  ami  Disaiiuament  Airency  and  those  op- 
posed tf>  him.  Senator  Henry  da(  kson  ami  others.  You  lised  the  phrase 
**nulirally  ditlVrent.''  juuI  1  uiulerstood  you  to  moixu  or  imply  thatthose 
w  lioarr  x  iiromu^  AuKM  irau  opponents  of  ai'ius  control  have  a  radically 
dillVn^ni  conrrptinn  than  those  who  have  traditionally  manned  the 
n*M)arhurnt  ot  hrf(M)-r  and  iiuule  lnulir«'tary  decision.  I  don^t  see  them 
a    (laviuir  radi<*all\  ditlri^ut  roiuM^pl  ions. 

Aloi{<a:s  !  II  \  r,  Thr  trim  'Mjulically  ditrerent  concept  ion' Voncems  the 
natun  of  thr  arm^  coinpet  it  ion.  Vov  peof)le  like  Paul  N'itze  and  Sen- 
ator .Iaclv<o?i,  \\\vw  \>  MO  qualitative  difference  l)etween  conventional 
and  nucIc.'M  wrapon^.  A^  (Jnirial  Curtis  T.c^l  .y  once  put  it,  a  nuclear 
l>omh  I-  jii-i  aDothri  lionib.  i )(  roiirsc»  Wt/r  is  much  moiv  sophisticated 
than  that.  Hut  essentially  lie  would  say  there  is  a  coutinuatiort  between 
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the  most  powerful  conventional  TNT  bomb  and,  lets  savs  a  tactical 
nuclear  weapon.  You  can  use  either  one  as  you  see  fit  ^' 

Accordin^r  to  the  other  sojjool  of  thou^jht/to  which  I  adhere  there  is 
a  quantitative  unprecedented  diffei-ence  between  a  nuclear  wSZ  and 
aconventional  weapon.  Thi.s  differt^nce  must  l,e  iTflectedYnZ'Sides 
one  pursues  and  ady.Kates  When  you  deal  with  conventional  wer^n^' 
you  are  operating'  in  a  inihtary  economy  of  .scarcity.  There  are  aTwavs 
more  targets  pre8i.nted  than  thei-e  are  weapons  HvaUable!  For^his  reJ! 

The  Vo^rJrV'  '""'^'i^  "I^"  ^  conventional  armsX. 

m^L  T    j^'"'"'  ^l'''^  y**"  f'owitzers  you  have,  the 

Tnemy  •^^'^'"^t  a  potential 

«  milLr;!!^"/""  z'"  '*.^  ""'^'t*''  '^^'apons,  you  are  operating  within 
J  military  economy  of  plenty.  Your  destructive  power  transcends  bv 

the'  ffitid  s'/'^;:  'T^^''  T  r  t°  oSe^sdmafe'^ 

of  two  ol      tk' r  warheads,  the  equivalent 

^.ih  r    .  u  *F^J  ^''K  child  living  on  this 

tC^  twen  y.five-megaton  warheads  the  Russians  have 

These  are  so  powerful  that,  according  to  the  estimate  of  the  Atomic 
cCa^L  'T  such  device   .ploded  at  a  certain  height  over 

hil^T  Y'  '  J**'"'''^  walking  in  the  streets  of  Buffalo.  We  both 
have  absolu  ely  .mmmginHble  destructive  power.  This  being  the  ca^ 
tJnHon ^^^P-O^^-TPerfectly  rational  as  applifd  to  con- 

F,  Xrmnir.'f  ''T^J  '""t'T*^'  ^lied  to  n.ic/ear  weapons, 
furthermore,  the  distinction  between  victory  and  defeat  becomes 

belligen^nts^vill  suffer  fatal  dam 

age  in  a  nuclear  exchange. 

x.Uh  tVot  i«  concerned,  that  has  proven  to  be  impossible 

Btarted  right  after  the  Napoleonic  Wars,  w  th  Russia  suffffestinc  it  to 
Great  Britain  in  IRIS,  if  1  a,,,  not  mistaken.  All  such  attSs  fa  led 

S  !v  t'hi^'u'^'r     ^''^       'n^ament  on  the  Great  Lakes 3  tempo-' 
ranly  the  Haslnngton  treaty  for  naval  disarmament  in  1922  Gene r- 
olly,  a  I  disarmament  efforts  have  failed  iKH^ause  the  conventional  arms 
!  "  «f  tl>P  competition  and  struggle  for 

power  b«.tween  nations.  Hut  when  it  comes  to  nuclear  weapons  dis- 
armament IS  perfect  ly  possi'.le  In^cause  of  the  enormoiis  deX^t i '^ness 

niiclear  jmwer,  beyond  which  it  is  irrelevant  to  go. 

(iRAiiAM.  Yoiiaiv  saying  disarmament.  I  do  not  hear  anyone  argu- 

«ut  It.  an  .iiins-co„tn,l|.Ml  woil.l  we  would  have  an  enormous  nuclear 
ffin7th«;  '  '^""'^  •'^"^  ^^''^'""'^^  nues. 

>roR(.KNTiiAi  .  You  have  to  take  one  step  at  u  time.  Considering  what 

f hinJ  U'"'*  T'"'*',-,""      \'?^  *"  >•<>"••  cards  at  once.  I 

think  \\  amko  would  probably  agree  with  me,  but  he  is  wise  enough, 

?«  U^n*  V,""^  **^'^'yt»«ing  he  knows,  especially  when  he 

IS  l)eing(iucstioned  by  a  congressional  committee 

hoIlv^^!r„'V.iV'"^  "K'-''^^  with  you,  doesn't  he,  that  any- 

body who  talks  arms  control  is  secretly  a  disarmament  person « 
MoROKNTiiAi.  Tliat  IS  correct. 
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Schwab.  You  say  that,  given  the  existence  of  nuclear  weapons,  dis- 
annaniont  is  possihlc.  Doesn't  that  overlook  the  reality  of  Pentagons — 
hero  an<l  in  Riissia--int('toste(l  only  in  the  aggrancfizement  of  their 
hiulgets  and  tlu'ir  si/e?  The  continued  aggrandizement  of  nuclear 
power  is  currently  the  substitute  for  war  as  a  means  for  overcoming 
ivcessions  and  depressions. 

AfoRuKNTiiAr.  This  is,  in  a  sense,  oon  cot,  but  only  because  people  do 
not  understand  tlu'  distinction  I  make  between  conventional  and  nu- 
clear weapons;  or  they  understand  it,  but  do  not  put  it  into  practice. 
One  of  my  Ix'st  students  l)ecanio  a  leading  official  of  the  Central  In- 
telhgt.nce  Agency,  and  he  had  to  brief  the  Joint  Chiefs  of  Staff  about 
what  we  arc  discussing  here.  He  told  me  that  whenever  he  discussed 
with  General  Karle  Wheeler  the  difference  between  nuclear  and  con- 
ventioiuil  war,  the  general  said  that,  of  course  he  recognized  the  dis- 
t  met  ion.  Hut  my  former  student  never  saw  a  trace  of  that  recognition 
111  the  nosition  papers  with  General  Wheeler's  signature.  There  is  a 
cultural  gap  bt  tween  what  we  here  around  this  table  can  understand 
thecivtically  and  what  the  actor  on  the  political  or  military  stage  can 
transform  into  reality.  There  is  simnly  a  non  sequitur. 

^^( DovAij).  A  fow  m(mths  after  he  was  defeated  in  the  1976  Presi- 
dential campaign,  Gerald  Ford  said  in  a  University  of  Michigan  speech 
that  thci  o  weiT  some  things  he  would  have  done  differently  on  disarm- 
ament, but  that  he  could  not  do  so  because  of  forces  in  the  Pentagon 
and  the  Department  of  Defense.  To  what  extent  can  President  Carter, 
or  any  President,  succeed  in  any  policy  to  which  the  Pentagon  is  fun- 
damentally opposed? 

.NroROKNTHAv.  That  i>i  a  different  (piestion.  I  can  only  discuss  these 
matters  in  latKmal  terms,  that  i.s,  in  terms  of  what  should  be  done, 
and  what  (!an  Ik-  done,  on  the  assumption  that  everybody  acts  ration- 
ally. Iliat  there.  an>  forces  wlii<'h  think  and  act  irrationally  is  some- 
thing OIK.  really  cannot  take  into  account  theoretically.  You  can  take 
It  into  account  only  when  you  are  dealing  with  those  problems  in 
practice..  ^ 

.>rrI)()\Aij>.  How  \v„,dd  you  have  .solved  Gerald  Ford's  practical 
proldem  i  ^ 

M<.i{(iKN  ni.vr.  Vou  can  solve  it  only  by  creating  a  counterfoPce,  one 
has«.(l  on  a  rational  undei-standingof  the  issues. 

.\r(  l)(>NAM).  A  President  woiihl  have  to  trj- to  shape  a  different  kind 
of  pul)lic  opinion  ^ 

.Y()K(!KMiiAi  And  also  private  opinion,  the  opinion  of  the  policy- 
iiiakcrs^aud  of  the  ()|)mi()ii-iimkers  themselves.  I  have  found  more  svni- 
patliy  for  my  position  among  the  inilitarv  than  I  have  in  certain  civil- 
ian circl(.s. 

Fao.man-.  Vet— to  come  hack  to  Mr.  Schwab's  point-vou  have  said 
uit  when  your  student  tried  to  explain  a  basic  distinctimi  to  General 
\\  Heeler,  the  I  Vntagoii  was  not  al)le  to  grasp  it. 

MoKoKNTiiAi  .  He.  wasab|(.  togriisp  it  and  the  people  in  the  Pentagon 
aiv  able  t()gra>^p  it  in  theory,  but  they  air  unable  to  get  awav  from  the 
[■hH.'s  of  military  thinking  and  action  that  have  been  with  us  since  the 
iM'guimiig  of  history. 

(Jkaiiam.  In  voiir  writin^r  you  have  always  .stressed  the  pernicious- 
ness  ut  wrong  thinking  and  bad  ideas.  Hut  i.^n't  it  true  that  this  dis- 
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cusaion  here  has  revealed  that  institutional  arrangements  are 
»PP»*rently  just  as  important  in  their  consequences? 

MoROENTnAV.  Institutions  do,  of  course,  play  their  part.  But  the 
pull  and  drag  of  received  ideas  and  customary  action,  the  idea  that 
«U8  18  the  way  wv  Ijave  always  done  things,  is  extremely  important. 
Ihe  availability  of  nuclear  weapons  means  we  have  to  get  away  from 
concepts  that  have  l)een  with  us  from  the  beginning  of  history.  To 
convince  a  general  that  victory  is  not  acceptable,  that  it  is  not  even  a 
possible  aim  of  warfare,  is  a  task  of  great  magnitude.  General  Douglas 
MacArthur  said  tthere  was  no  substitute  for  victory.  But  there  is  a 
substitute  for  victory  when  you  undei-stand  this. 

Graham,  (ieneral  (ieorge  J.  Kee^n,  Jr.,  was  here  a  few  months 
ago,  and  assured  us  that  the  intentions  of  the  Soviet  Union  are  dis- 
cernible from  information  secured  by  overflight,  by  photographs,  and 
by  I  don  t  know  what  all.  From  the  array  of  Soviet  forces  and  how 
they  are  disposed  tactically,  Keegan  reads  the  Soviet  intentions  as  ag- 
gressive, hkely  to  be  triggered  at  any  time. 

MoROENTiiAU.  Anyb<Kly  who  believes  that  must  also  believe  that  the 
Kussians  have  taken  leave  of  their  senses.  The  United  States  has  an 
inviolate  sea-borne  nuclear  deterrent.  Let  us  suppose  that  the  Russians 
can  destroy  everytlnng  on  land,  but  we  are  going  to  smash  them  to 
pieces  with  hundreds  of  megaton  warheads  in  our  submarines. 

Graham.  Keegan  argued  that  the  Russians  have  a  massive  civil  de- 
fense program,  that  they  are  ready  to  take  whole  cities  underground. 

MoHGENTiiAr.  That  is  nonsense. 

Schwab.  They  couUl  not  come  back  up  again  for  several  thousand 
years. 

MoROENTHAU.  They  do  have  a  civil  defense  program  to  protect  their 
political  cadre  so  that  tlu'ir  political  regime  ciin  continue.  And  ceitain 
categories  of  peoplf—say  the  managers  of  their  plants— would  be  pro- 
tected for  a  particular  purpose.  Hut  the  idea  that  they  can  put  two 
hundretl  million  Kussians  InMieath  the  surface  and  let  them  be  there  is 
nonsense.  Another  thing  that  makes  nonsen.se  of  any  civilian  defense 
effort  in  a  nuclear  war  i.s  that  there  will  lyc  tens  of  millions  of  casual- 
ties. None  of  our  clover  technocrats,  Herman  Kahn  included,  have  ever 
<^ons»dered  the  .situation  that  will  exi.st  when  the  survivors  emerge  from 
their  holes  and  are  surrounded  by  tens  of  millions  of  corpses.  Are  they 
saying  that  that  will  have  no  psvchological  or  physical  effect?  What 
about  epideiMKs^  Wlint  nlnrnt  the  cadre  of  uii.lertnkers  whieli  they 
must  also  put  underground  .so  that  they  can  dispose  of  the  corpses?  ' 
Schwab.  Meanwhile,  radioactivity  will  kill  them  off  as  .  .  . 
MonuKNTMAi  .  The  whole  idea  that  you  can  make  a  kind  of  clean 
division  between  the  uncontaminated  individuals  who  are  under- 
ground and  the  othei-s  who  are  dead  or  dying  al)ove  ground  is  some- 
thing out  of  Alice  in  Wontleiland.  It  is  plain  sillv.  Hut  my  point  is 
that  the  fact  that  it  is  silly  ol)viously  does  not  prevent  its  being  em- 
braced. Look  at  the  riiilitaiy  .^trategv  during  the  First  World  War. 
It  was  sheer  niatlness  to  kill  off  the  vouth  of  Kurope  on  l)oth  sides  for 
nothing.  Stalin  nuide  this  point  to  Ladv  A.stor.  When  she  a.sked  him 
how  many  people  hud  bt'eu  killed  in  the  Vollectivizntion  of  agriculture 
in  Russia,  Stalin  didn't  answer,  but  he  asked,  "How  manv  people  were 
killed  in  the  First  Worl.l  War?"  Ladv  A.stor  sai.I,  "Seven  million 
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people/'  And  Stalin  answered,  ''Seven  million  people  killed  for 
nol  hing/* 

So,  you  see,  one  must  Ix*  careful  not  to  dismiss  absurd  propositions 
simply  because  they  are  absurd.  Lots  of  them  have  been  believed  and 
have  f)een  put  into  practice, 

WiLLiAK  Gorman  (Center  Associate').  That  would  apply  to  the 
proposition  that  the  Soviets  intend  to  initiate  a  nuclear  war. 

MoRGENTHAU.  Surely. 

Gorman.  So,  vou  cannot  have  it  both  ways.  One  of  your  themes 
is  the  degree  of  irrationality  tliat  can  enter  history.  So,  you  have  to 
accept  the  possibility— against  your  points — that  the  Russians,  too, 
migiit  l>ehave  irrationally  and  embrace  the  absurd  as  far  as  a  nuclear 
war  is  concerned. 

MoRGENTHAU.  One  is  reduced  to  prayer. 

(torman.  l*m  willing  to  join  in  that. 

Arnold  M.  Pall  (Attorney;  lecturer  in  (,'onstitutional  History, 
University  of  California  at  Santa  Barbara).  What  I  get  from  your 
pre  sentation,  Professor  ?lorgenthau,  is  that  the  very  hard,  intractable 
<lucstions  raised  by  Xorui**!!  Cousins  back  in  1945  arestiF  with  us;  that 
we  have  made  no  progress  in  answering  them ;  that,  in  f ac',  the  over-all 
worhl  situation  hat=  worsened  because  of  the  nature  of  the  nuclear 
constituency  and  nuclear  weapons;  and  that  we  are  sidetracked  and 
bemused  bv  other  aspects  of  national  foreign  policy,  including  what 
you  have  described  as  a  dilettantish  quest  for  human  rights  through- 
out the  world,  a  ([uest  which  you  say  disregards  cultural  differences, 
and  by  the  belief  that  detente  means  anything  other  than  restraint 
froni  the  use  of  nuclear  weapons.  Also  vou  hold  that  the  real  test  of  a 
rational  foreign  policy  today  is  the  degree  to  whicii  one  mobilizes 
opinion  and  opinion-makers  for  the  reduction  and  ultimate  eliitiina- 
tion  of  nuclear  arms.  Is  that  a  fair  statement? 

Morcjkntiiau.  I  would  not  say  elimination,  Ikh.muisc  I  do  not  think 
that  is  possible,  Tlje  stakes  are  too  high.  Let  me  suppose  that  both  sides 
agreed  to  the  elimination  of  nuclear  weapons,  ancl  that  one  side  cheats 
by  k*  oping  five.  That  would  make  it  the  master  of  the  world. 

(iRAiCAM.  Hut  that  is  Oeneral  Keei^an  s  argument.  And  that  argu- 
ment logically  leads  you  to  keep  aduing  new  weapons  on  top  of  the 
old,  us  long  as  they  are  blotter  than  those  \mng  added  by  the  other 
side  to  their  stockpile. 

M(  ^OKNTHAT.  I  don't  see  why  that  follows  logically. 

Pa^^,  Internationalization  of  control  and  inspection  might  the 
answer, 

MoRUKNTHAr.  Tutil  15)68,  we  luul  a  situation  in  which  one  missile 
c<|ualed  on**  nuclear  warhead.  You  could  photograph,  from  space 
Mitellit(*s,  vvvry  single  missilo  every  day  in  the  Soviet  Union,  Ana  we 
tlo  that,  of  course.  Hut  now  that  nuiltiph*  warheads  have  been  put  on 
tin-  missiles,  we  cjin  no  longer  l)e  sure  how  many  warheads  there  are. 
One  missile  may  e(iual  tift(HMi  warheads,  an  enormous  difference,  one 
t(K)  grtuit  to  nH'onrile  yoursc^lf  to.  And  then  the  nrohlem  of  verification 
1»  comes  extremely  ditVicult,  if  it  is  solvable  at  all.  So,  I  am  pessimistic 
about  genuine  disarmament,  or  even  genuine  arms  control,  because  of 
the  yeiification  problem.  How  do  vou  verify  the  incidence  of  cruise 
missil(»s,  the  nature  of  cruis(^  missiles'*  The  (juestion  is,  how  many  of 
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dSTthl^hfr^^^^'uP**  mdependently  targeted  re-entry  vehicles- 
Jm';?^  have?  Are  they  staying  within  the  Vladivostok 
SS2^L  vn.rriu  1'^  go  .beyond  themf  If  you  don't  know,  you  will 
tJMsure  youraelf  by  adding  some  extra  ones  for  yourself.  The  other 
MdB^will  do  the  sanie.  AnO  ^     then  have  a  subterranean  nuclear  arms 

ml^^^^'  ^°",!'*^'?  Jhat  the  appearance  of  nuclear  weaponry 
should  make  a  qualitative  difference  in  military  strategy  and  miUta^ 
iteJ'"*^-  Vou  go  a  step  further  and  say  it  should  S  hive  aJ 

effect  on-though  apparently  it  hasn't  yet-political  thinking  about 
''^^^T'  ^  I«  Jiealpoim  now  the  world-lawlKv^d^ 
IS'Cro"a»^  ^-^^^-'^^  -ce^^s^  of 

hjs  become  obsolete  It  has  been  rendered  obsolete,  not  onlXnucS 
SiS'tii;;;?.  ''''  lranspo.^ation  3 

i^TuJm^^tfTf  '"^  °f '^^y  ^^^'^''^"^  the  human 

laimiy !  it  comes  out  of  some  more  realistic  assessment? 

in„  T"*"?^""-  ^  1"'.**'  ^  t*»e  distinction.  To  begin  with,  think- 
ing about  foreign  policy  is  motivated  by  a  humanitarian  concern  • 

OnLw^vl'"''  ''""^^'^ity'        to  prevent  a  thiS  "Sd  war 
is  mHinnn«iJj°"f''  OP*""'^  remarks  you  said  that  the  United  States 
.1  uireaKc  ti  dlnvT?' '^'"'•^  it  seems  to 

SkSl  f^^^^  t^^"^  "responsibility" 

nwaramg  the  ihird  VVorld,  we  must  develop  some  nolicv  in  tPrm^  nf 
wftit  you  have  just  said,  humanitarianism.  ^  ^       ""^  °^ 

MoROENTHAti.  Hut  I  coHie  back  to  the  principle  of  Koman  law  ultra 

United  Mates  IS  not  powerful  enough,  not  wise  enough,  not  rich  enouih 
Unir!.     ^'^''^  '"u  «  happiness  that  L  ponUia  'To 

b^^witt  "'"^       ^  '^^^'^      ^th^"-  «"'t^^«  !o 

.  For  instance,  there  is  an  ethnocentric  fallacy  in  the  concent  of  fnr 
-"^  ^«     the  United  Staters  ^3^'  1 1  e  u  1-' 

timate  n  happiness  is  lK)und  to  be  so  regarded  also  by  the  rest  of 
humanitv,  and  that  if  we  would  just  bring*^our  technological  ci^iiizH 
maSkTnd"  hav.^endercdTgr?at 

GoRMA.v  It  is  too  easy  in  this  exchange  for  you  to  imnlv  that  T  nm 
recommending  as  a  policy  something  timt  woui?  rtlmt^  Sly  ^ 

MORGENTHAU.  I  am  not  implying  anything  of  the  kind  ' 
aJf?*^'^  *i      ■  this  Roman  saying.  Obviously  a  decent  re 

whatevpi  good  sense  is  m  that  maximum,  which  is:  don't  try  to  do 
something  you  can't  succeed  at,  it  will  only  mess  tl  im?s  m  Vlmt  is 
^uuTi  ^".t-""'  ""t  fail  to  notie  that  tl?ere  are  serious 

ii  rlSncV^H  ;;":,?V^^  [K-tween  America  and'ther  naHon 

^m^trrnVdo  U'do^"""'^"*'  the  question 
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The  Futuwc  of  America's  Foreign  Poucy^ 


Two  days  ago  this  nation  joyfully  and  confidently  celebrated  it« 
200th  birthday.  And  in  a  little  less  than  4  months  our  people  will  go  to 
the  polls  to  elect  a  President  and  begin  charting  our  course  through  our 
third  century. 

No  two  events  more  vividly  symbolize  our  contemporary  challenge — 
its  hope  and  its  promise.  For  200  years  we  struggle  to  build  a  natii  n 
from  a  wilderness,  a  sanctuary  for  the  oppressed,  and  a  home  for  all 
those  who  love  liberty  and  believe  in  man's  right  to  govern  himself. 
And  during  those  200  years,  despite  occassional  setbacks  and  mistakes^ 
we  have  succeeded  in  vindicating  the  dreams  of  the  great  men  who 
came  together  in  Philadelphia  to  proclaim  a  new  nation.  At  home  we 
have  created  a  society  more  free,  just,  and  prosperous  than  any  other 
on  earth.  And  abroad  no  nation  has  done  more  to  defend  peace,  pro- 
mote prosperity,  feed  the  hungry,  heal  the  sick,  spread  knowledge, 
we)(*onie  ref u^s  from  tyi'anny,  and  champion  the  rights  of  man. 

TIh»  past  gives  perspective  to  our  endeavors,  pride  in  where  we  are, 
and  hoi>G  for  what  we  may  become.  But  the  future,  as  always,  depends 
on  choices  which  now  are  ours  to  make. 

Much  will  be  said  in  the  iiumths  between  now  and  November  about 
the  state  of  our  nation.  Some  of  it  will  make  sense;  some  will  not.  Some 
of  it  will  reflect  reality;  some  of  it  will  not — but  rather  the  desire  to 
(•reato  a  teniporarv  mood  or  t  o  capitalize  on  it.  I-iOt  us  I'ecall  that  4  years 
ago  wc  wore  ti>ld  by  some  that  we  had  become  a  nation  of  potential  war 
criminals,  that  our  military  establishment  had  passed  the  bounds  of 
reason  and  was  out  of  control,  that  our  foreign  policy  aggressively  in- 
vited conflict,  and  that  wc  were  neglecting  the  needs  of  our  people. 
That  was  not  true  then.  It  is  not  true  now. 

Tmlav  we  are  toUl  that  we  have  let  our  military  position  slip  to  the 
point  that  wo  are  sm)n<l-rati\  that  we  are  btMUg  pushed  around  and 
that  our  govenuiuMit  is  resisted  to  seeking  the  bcs^  available  terms. 
That  also  is  not  true,  and  tlu»  American  ^>eople  know  it.  They  know  we 
rcnuiiii  fai'  and  away  the  strongest  nation  in  the  world.  They  know 
that  Aineiica's  dedication  to  pea<v  and  piogress  is  essential  to  the 
worlds  security  and  welMx^ing.  They  have  learned  painfully  long  ago 
tint  iiiiKtary  conflict  abroa<l  threatens  American  lives:  moiv  recently 
they  have  seen  lum  glolml  ec'ononiic  conflict  can  threaten  American 
jol>s  and  well-lnMng.  With  our  defense  shield  the  core  of  the  security  of 
free  countries,  with  oui*  ecrononiy  representing  a  third  of  the  gross  na- 
tio?\al  product  of  the  entire  free  world,  our  actions  and  the  confidence 
of  tli(^S4*  nations  who  dei)end  on  us  are  crucial  foi*  the  prosi)ects  of  all 
free  peoples.  Wc  must  avoid  a  complacency  that  is  unworthy  of  our 
i'hallcngt\s.  But  equally  we  nuist  resist  a  rhetoric  of  impotence  which 
disquiets  friends  and  emlx)ldens  adversaries. 

•Tfxr  of  A  sprP4  li  hv  Sooretary  Heorr  A.  KlHwlnKer  before  the  Chicago  CouncH  on  Foreign 
RolnttohH  and  tho  Mlii  America  ComnCttee.  July  6.  1970.  Department  of  State  DuUetln.  r. 
75.  Aug.  2.  1U76:  HO  157. 
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The  people  of  Chicago  hardly  need  a  lecture  about  the  vigor  and 
strength  of  their  country.  Chicago  has  been  called  "the  pulse  of 
America,"  "the  city  of  the  big  shoulders/'  Chicago  is  a  symbol  of 
America's  phenomenal  uroduotivity,  energy,  and  i»conoiiiic  imwer.  No 
other  city  so  embodies  the  sense  of  American  s  fibre.  Here  is  where  the 
skyscraper  was  born ;  hero  is  where  the  atomic  age  iH^gan.  This  city  is 
a  promontory  from  whirh  to  view  the  world  of  tomorrow  a  worlcl  in 
which  America  umst  live  and  which  it  thiMvfore  must  holn  to  shape. 
Chicago's  excitemt»nt  is  a  testimoiiv  to  might  and  mass  ami  Ix^auty  and 
to  the  raw  pursuit  of  exrelliMU-o. 

It  is  cU»ar  that  bcfoiv  us  lies  a  neriod  of  potiMitially  unparalleled 
m^ativity.  This  is  an  ago  of  romplcx  and  dangerous  forces.  Hut  the 
l/nited  States,  and  the  great  industrial  democrat  ies  whieJi  share  our 
value  and  our  ideals,  have  the  opportunity  to  give  a  meaning  to 
the  vision  of  luunau  dignity  which  for  centuries  has  brightened  the 
prospects  of  Western  man. 

Thirty  years  ago,  with  the  Truman  Doctrine,  the  Mai'shall  plan,  the 
fornuition  of  our  alliances  and  new  international  economic  institutions, 
America  burst  forth  on  the  world  scene  in  a  great  outburst  of  creative 
statenuinship.  liccaiise  it  had  conijuercd  the  ih^pression,  the  generation 
which  shaped  our  postwar  policy  had  faith  in  the  power  of  govern- 
mental programs  to  promote  ec<m'onnc  advance  and  social  progress.  He- 
cause  it  had  won  a  war  whose  moral  iujpcratives  were  clear-cut,  it  acted 
on  the  assumption  that  we  would  always  face  straightforward  uu)ral 
choices.  That  giMieraMon  was  inspired  hy  the  liope  that  at  some  point 
Its  exertions  could  end,  as  our  allies  hccaiue  self-sustaining  and  our 
adversaries  mellowed. 

Toihiy,  reality  is  more  complex.  We  have  learned  that  economic 
development  cannot  he  acliiev(^d  overnight  or  thn)ugh  governmental 
projects  alone.  TIh»  nuclear  age  imposes  upon  us  the  inevitability  of 
coexistence.  We  now  li\c  in  a  world  of  greater  diversity,  a  world  of 
many  center^  of  [)<)wei-  and  ideology.  AiiuM  ica,  for  the  first  time  in  our 
history,  fa<es  the  reality  of  [)ermancnt  involvement  in  international 
affairs. 

The  challenges  of  peace,  prosperity,  an<l  justice  are  unending;  there 
are  no  easy  and  no  linal  answer-,  (iood  intentions  alone  do  not  con- 
stitute a  fx)reign  [M)licy.  We  must  learn  to  conduct  foreign  policy  as 
other  nations  througiumt  history  have  had  to  conduct  it — with  per- 
sistence, suhtlety,  tiexibiliry,  nuance,  and  perseveraMce;  with  the 
knowledge  that  what  can  he  achieved  at  anyone  point  will  always  fall 
short  <)f  tile  ideal,  hut  that  without  ideals  the  search  for  the  inorely 
pra<!tical  becomes  stultifying.  We  can  no  h)iigcr  afford  to  oscillate  be- 
tween isolation  in  preser\ation  of  our  piiritv,  and  interventionism  in 
pursuit  of  objectives  whoM  attainment  would  permit  us  to  withdraw 
from  the  world.  F'oreign  [)olicy  mu.st  he  coiidmled  not  as  a  nvs[)on.se 
to  domestic  passions,  or  to  international  crises,  but  as  a  long-term  en- 
terprise-engaging our  Ih^st  efforts  for  as  far  ahead  as  we  can  sec-~^of 
building  a  better  and  safer  world. 

Our  national  ohjec  tives  and  ideals  if  they  are  well  conceived  cannot 
change  every  4  years,  or  with  every  new  Administration.  To  j)retend 
that  they  do,  or  even  that  they  can,  wouhl  make  American  policv  it- 
s^df  a  major  factor  of  instahilitV  in  the  world. 
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Whether  we  call  it  "structure"  or  "architecture,"  whether  the  process 
which  produces  policy  is  solitary  or  done  by  committee,  the  nation  will 
have  to  continue  to  engaf^e  itself  in  managing  the  transition  from  the 
postwar  international  order  based  primarily  on  defense  against  ag- 
gression to  a  new  international  system  which  adds  to  security  the  needs 
of  economic  cooi>eration  and  i)oritical  consensus  on  a  global  scale. 

And  we  must  do  so  under  radically  altered  psychological  conditions 
at  home.  The  generation  that  undertook  the  p*eat  initiatives  of  the 
postwar  period  was  inspired  by  the  i*ecollection  of  a  conflict  whose 
morality  was  unquestiomMl  and  whose  outcome  was  conclusive.  The 
generation  that  will  have  to  sustain  contemporary  foreign  policy  I'e- 
lalls  only  wars  that  appeaivd  morally  ambiguous  and  whose  outcomes 
were  profoundly  frustrating.  Ours  is  a  i)eriod  much  less  confident  of 
the  ability  of  governnuMits  to  manage  the  gi*eat  issues  of  the  era. 

And  yot  too  much  depends  on  us  to  iH»rmit  our  commitment  to  falter. 
We  have  physical  strength  in  abundance.  We  must  mai*shal  the  vision 
to  put  it  into  the  st»rvice  ot  our  ideals. 

The  time  has  come  to  build  a  new  foreign  policy  consensus  similar  in 
scope  but  ditFeivnt  in  content  from  that  which  sustained  our  previous 
achievements.  iKMuocrats  and  Republicans,  (^ongress  and  the  Execu- 
tive, govcriunent  and  citizen  must  once  again  conduct  the  foreign 
policy  debute  in  the  spirit  of  partm^rship — nn^ognizing  that  we  are  not 
at  war  with  each  other,  but  i^ngaged  in  a  vital  national  enterprise  af- 
fecting our  future  and  the  world  at  laige.  Our  electoral  process  can  do 
much  to  strengthen  our  role  in  the  world — both  by  healing  the  wounds 
of  the  lust  decmle.  ami  by  forging  the  elements  of  a  new  nonpartisan 
consensus  in  foreign  policy.  This  election,  whatever  its  outcome,  should 
Iw  remeiulxMcd  as  the  tinu»  whvw  the  American  people  rediscovered 
their  unity  in  the  foi luulatiou  an  (execution  of  foreign  policy. 

Despite'the  (l()uu^stir  turinoil  of  recent  years,  much  has  already  been 
achieved. 

For  the  first  tinn*  in  a  (l(^(Midc  ami  a  half  W(»  are  at  peace.  Our  rela- 
tions with  the  imh.sti'ial  domocracii^s  an^  the  closest  tlicy  have  been  in 
'JO  Years  and  our  rollalMiratioii  is  steadily  expanding  into  new  fields. 
Here  in  t!M»  \Vest(  i  ii  Ilciuisphei*e,  we  are  forging  a  new  association 
based  on  equality  uid  mutual  I'l^spect.  Wo  have  iiuiuguratcd  a  hopeful 
new  policy  in  Afncu.  Important  progiivss  towaid  pea(T  in  the  Middle 
East  has  Um'U  made  and  the  elements  for  uuijoi*  new  advances  exist. 
In  Asia  our  I'clatious  witli  Japan  have  nev(»r  Ihmmi  b(>ttei'.  We  have 
opeinMl  a  wow  I'elat iousliip  with  the  Peoph^'s  Kepublic  of  China  that 
will  expand  in  keeping  with  the  Shanghai  ('oiiuuuniciue  [February  28, 
l*J7ii|.  .VikI  with  ivspeet  to  th(^  Soviet  rnion  we  hiwo  coiubincd  vigi- 
lance with  conciliation,  a  detenuiuation  to  resist  expansion  with  a 
reathncss  to  build  I'elations  on  inoi'e  stabh^  and  lasting  basis  than  a 
balance  of  tcu  ror. 

Hut  great  tasks  I'cuiaifi:  to  strengthen  fui'tluM'  tlie  solidarity  with 
our  major  allies;  to  exph>re  new  pi'ospects  foi'  ivdueing  tensions  with 
our  ad\*ersaries ;  and  to  shape  the  new  dialogue  between  t\\o  industrial 
un<l  deveh)piug  nations  into  a  vonstructive  long-term  rt^lationship  of 
(M>nunou  InMietit. 

liCt  i!ie  turn  now  to  these  issu(»s. 
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THE  COLL-VBORATION  OF  THE  DEMOCRACIES 

The  oollaboration  of  tho  industrial  democracies  of  AVestern  Europe, 
Aorth  America,  and  Japari  has  been  the  central  core  of  America's  for- 
eign relations  throujjhout  the  postwar  period.  It  remains  the  principal 
I0CU8  of  our  foreign  i)olicy  today.  And  it  has  been  constantly  strength- 
«nea  in  recent  years. 

The  intensity,  reL'ularity,  and  scope  of  the  permanent  dialogue 
amonff  the  iiidustrial  democracies  can  scai-cely  be  exaggerated.  Presi- 
xf  ^^^^       conferred  with  the  leaders  of 

our  IN  A  lU  and  Japanese  allies  at  four  Summit  meetings  and  over  60 
individual  meetings,  abroad  or  in  Washington.  1  have  m^t  with  For- 
eign Mm>sters  or  heads  of  government  of  the  in  'ustrial  democracies 
over  20()  times  since  I  have  been  Secretary  of  State,  including  over  100 
times  with  leaders  of  the  major  nations  represented  at  the  Puerto  Rico 
fMimmit.  I  his  solidarity  is  a  record  unmatched  by  any  other  group 
of  independent  nations.  For  many  yeai-s  there  have  been  no  maior  dis- 
putes iM'tween  America  and  our  allies;  today  there  are  no  significant 
ditferences  m  approach  or  policy.  The  relations  among  the  industrial 
democracies  iiave  not  been  as  close  in  many  decades— and  are  far  closer 
tlian  tliey  were  10  years  ago. 

Of  course,  freciiiency  of  consultation  is  not  enough.  We  must  never 
cease  to  keep  our  alliances  relevant  to  current  conditions.  Our  alliunces 
\vei-e  formed  a  generaticm  ago  to  stave  olf  common  dangers:  the  threat 
of  t  ommnnist  aggression,  and  the  fear  of  economic  collap.se.  These 
Ifoals  luive  been  substantially  achieved. 

Our  economies  are  the  most  prosperous  on  earth;  we  comprise  65 
IH'rcent  of  the  world  gross  national  |)roduct  ami  70  percent  of  its  trade, 
uur  technology.  uuMuigcrial  skill,  and  productive  dynan.ism  have 
proven  to  be  indis|)ens!ible  to  all  nations  that  seek  to  develop  their 
|con()mie.-,  and  improve  the  lot  of  their  citizens.  The  developing  coun- 
tries and  the  .No,-,„list  coiiritnes.  despite  their  habitual  denunciation 
or  tlie  tree  market  system,  now  recognize  that  they  must  turn  to  the 
inuustruil  (lem.H  nicies  for  trade  and  assistance  in  impi-oving  their  own 
«'cou()mies. 

We  cinifront  the  agenda  U-fore  us  with  conHdence  ami  aware  that 
our  cohesion  wlii.-h  has  brought  us  this  far  remains  crucial  to  all  that 
wo  do : 

We  must  maintain  onr  ((uniiion  seciiritv  in  changed  circumstances. 
tor  most  of  the  postwar  period  we  relied  on  strategic  f(uces  for  Inith 
Ueterience  and  d.deiise.  Today,  the  imiiibers  and  destructive  power  of 
nuclear  weapons  tend  to  produ.-e  a  strategic  stalemate.  (Iiallenges  be- 
low  the  strategi,.  nu.'lear  level  become  more  dangerous:  forces  for  re- 
gional deteiise  land,  sea.  and  air^th.-refore  grow  more  important. 
Uiir  alliance  foires  must  leMect  these  new  realities  and  be  streii.rthened 
in  <'riicial  categories. 

We  must  continue  to  coonlinafe  our  economic  strategies  to  encour- 
age ecomaiiic  growth  while  controlling  inlhition.  In  a  period  of  grow- 
ing ecommiic  interdependence,  we  cannot  alTord  to  have  national  eco- 
iioiun-  policies  working  at  cross-purposes. 

Wo  must  dendoi)  joint  approaches  to  relations  with  the  developing 
nations.  AInio.st  all  develo|.iiieiit  in  the  world  todav  gains  its  impetus 
from  the  industrial  denux  iacies.  There  is  no  reason  for  defensiveiiess 


ERIC 


26 

If  we  compote  anionf^  ourselves  for  the  favor  of  the  developing  nations, 
we  dissipHt(»  our  own  re^sources  and  tempt  the  developing  nations  in 
unprodurtivo  and  unrealistic  directions.  If  the  industrial  nations  co- 
operate among  th(»ins(dves,  we  have  the  best  chance  to  bring  about  co- 
operative relations  between  developed  and  develoning.  Only  this  can 
end  tactics  of  eonfrontatiou  and  contribute  to  new  global  arrangements 
in  winch  all  nations  participate  and  benefit. 

Finally,  the  industrial  denioi'racies  must  coordinate,  their  policies 
with  respect  to  Kast -West  trade.  The  volume  of  that  trade  has  l>een 
growing  at  a  rapid  rate — more  so  in  the  other  industrial  democracies 
than  in  the  Tnited  States.  We  nnist  l)etter  understand  the  implicationH 
of  iiUereluing(»  between  market  and  centrally  controlled  economies}  wo 
must  avoid  its  political  (Exploitation;  we  must  study  the  implications 
of  the  mounting  debts  of  the  nonmarket  economies;  we  nuist  sliape  the 
trade  in  a  direi  tion  beneficial  to  the  overall  puri>oses  of  the  industrial 
democracies. 

This  is  the  meaning  of  President's  nieeting  10  days  ago  with  the 
leaders  of  Canada,  France*,  (lermany,  (ireat  Britain,  Italy,  and  Japan 
at  the  l*iu»rto  Hico  KcoTU)ini(»  Summit,  There,  as  at  Rambouillet  last 
NovcmluM*,  tlu»  alli(»(l  leaders  discussed  sueh  basic  issues  as  how  to  con- 
M>lidat(»  our  economie  recoviM  v  and  head  otf  a  resurgence  of  inflation. 
They  exrlumgivl  views  on  Kast-West  ecoiuunic  relations,  and  the  status 
of  the  dialogiu*  with  the  deviMoping  nations.  The  meeting  reflected 
aiul  piomotivl  the  growing  cooperation  of  the  industrial  democracies. 
It  .symbolizes  tluMr  |)olitieid  will  to  shai)e  their  future  together. 

All.  the  tasks  that  1  have  eiuimerated  here  grow  out  of  the  stren^h 
of  the  iiulustrini  ilemoiTacies.  And  all  these  tasks  are  inescapable.  We 
hav(»  every  reason  to  face  the  future  with  confidence.  A  world  that 
yearns  for  peMci*  and  freedom,  for  economic  advance,  for  fundamen- 
tal human  justice  today  looks  to  oui'  nations  for  understanding  and 
for  leadership.  If  the  deinocraciis  remain  strong  and  muted  we  can 
uslu'r  in  an  era  of  unpreciuhMUed  |)eaee  aiul  progress, 

rUK  AUKNUA  OF  WAK  AND  PEACE 

ThnnighoMt  its  (^\is^lMlce,  the  Atlantic  Alliance  has  based  its  quest 
for  peaee  oM  two  eoiuplenu^ntary  polici(*s: 

FiiNt,  we  nmst  maintain  our  defenses,  resist  military  challenges, 
and  prevent  tlu*  Soviet  rnion  from  transforming  its  military  strength 
into  political  e\|)ansion, 

SctH  nil,  we  must  seek  to  resolve  conflicts  and  dis|)utcs  through  nogo- 
ti'itirn,  foster  habits  of  restraint  in  internaiiomd  conduct,  and  expand 
the  ari^a  of  consti'uctivt^  nOations. 

However  we  label  such  an  approach,  its  obje  fives  are  imposed  by 
tln'  nnpivcedentetl  t'onditions  of  the  miclear  age.  No  statesman  will 
lightly  risk  the  live-  of  tens  of  millions,  Kvery  Pre!^:ident.  after  enter- 
iiPg  office  antl  Mu^ing  the  faiMs,  has  come  to  President  Eisenhower's 
in'^i^dit  that 'Mhere  is  no  alternative  to  peace.'' 

We  have  no  illuMons  al>out  the  Soviet  ideological  and  geopolitical 
challenges  Imt  neither  should  thoiv  be  illusions  alnrnt  what  is  needed 

to  (leal  with  it.  ,14 
The  strcMtgth  of  the  West--milUary,  economic,  and  moral— must 
be  nsed  to  <hapc  internal ioiud  relationships  in  accordance  with  our 
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linon  of  a  better  world  and  with  a  full  sense  of  responsibility  toward 
the  »wful  cataclysm  of  nuclear  war.  We  must  avoid  both  a  sontimen- 
t«hty  that  would  Hubetitute  good  will  for  stn'ngth,  and  niock  tough- 
ness that  would  substitute  posturing  for  a  clear  perception  of  our 
interests.  We  will  maintain  the  balance  of  {mwer,  but  we  will  also 
recognize  that  jieaco,  to  be  lasting,  must  rest  upon  more  than  a  balance 
of  terror  constantly  contested.  Specifically : 

We  will  continue  to  seek  a  fair  and  reliable  agreement  on  strategic 
•rms  limitation  because  this  is  in  our  interest  and  the  interest  of  Uie 
world  peace.  The  President  will  not  hesistate  to  sign  an  agreenient  that 
protects  our  national  interests  and  tlmse  of  our  allies.  But  he  will 
never  agree  siniply  for  the  sake  of  agreement  or  run  risks  with  our 
national  security. 

We  will  contmue,  together  with  our  allies,  to  seek  negotiated  solu- 
tions to  East- West  political  problems  in  order  to  diminish  the  risks 
of  confrontation. 

Wo  will  continue  to  develop  cooperative  ties  on  the  basis  of  reciproc- 
ity to  foster  responsible  international  behavior  and  a  mutual  interest  in 
better  political  i-elations. 

It  goes  without  saying  that  a  reduction  of  tensions  i-equires  an  equiv- 
alence of  obligations  and  comnntments : 

Agreements  rtjached  must  be  balanced  and  reliable;  they  must  be 
complied  strictly  both  as  to  their  letter  and  their  spirit. 

There  iiiust  be  consistent  patterns  of  behavior  in  dilferent  parts  of 
the  world.  Wo  will  not  i)ermit  the  relaxation  of  tensions  to  be  prac- 
ticed selectively.  We  cannot  accept  insistence  on  restraint  on  strategic 
arms  or  in  Central  Europe  while  tensions  are  exacerbated  in  other 
parts  of  the  world  in  the  name  of  national  liberation  or  proletarian 
internationalism. 

There  must  be  tolerable  definitions  of  ideological  rivalry.  We  do 
not  fear  ideological  conji)etition:  indeed,  we  assunje  it.  We  have  every 
reason  for  confidence  in  the  power  of  the  idea  of  freedom.  But  we  can- 
not agree  that  ideology  alone  is  involved  when  Soviet  military  power 
IS  exerted  m  remote  areas  or  when  ideology  is  invoked  so  that  regional 
or  local  instabilities  can  be  exploited. 
,,T*'®  relaxation  of  tensions  must  not  Wcome  a  subterfuge  to  play 
allies  off  against  each  other.  Allied  cohesion  insures  that  relaxation 
of  tensions  is  broatlly  hased ;  division  and  competition  among  us  would 
only  dissipate  our  advantages  and  open  up  opportunities  for 
adversaries. 

In  Europe  the  relaxation  of  tensions  must  apply  to  the  Easteni  as 
well  as  Western  half  of  the  continent.  Theiv  should  Im«  no  room  for 
misconcei>tions  about  American  policv  : 

We  are  determined  to  tlcal  with  Eastern  Europe  on  the  basis  of 
the  sovereignty  and  independence  of  each  of  its  countries.  We  recog- 
nize no  sphei-es  of  influence  and  no  pretention.s  to  hegemony. 

tor  this  reason  we  will  continue  to  develop  our  bilateral  ties  in  eco- 
nomic and  other  fields  with  the  nations  of  Eastern  Europe,  and  encour- 
age similar  efforts  on  the  part  of  our  We.stern  European  allies. 

We  will  continually  seek  improvements  in  the  basic  condhions  of 
human  life  m  Eastern  Kiiiope— in  terms  of  emigration,  unification  of 
families,  freer  flow  of  informiition,  increased  travel,  and  economic 
interchange. 
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Improving  relations  Ijetween  East  and  West  is  a  long-term  process* 
We  piirsiio  it  on  the  basis  of  our  purposes  and  our  ideals.  We  will  never 
slacken  the  nuost  for  peace. 

We  can  only  benefit  from  the  challenge  of  peaceful  competition.  No- 
where have  the  industrial  democracies  suffered  setbacks  because  of  lack 
of  strength.  Without  exception  the  problems  have  been  internal;  they 
are  therefon*  within  our  power  to  remedv. 

We  must  not  so  bemuse  ourselves  with  rhetoric  that  we  forget  that 
ill  every  category  of  relevant  power  the  democracies  have  the  means  to 
preserve  and  foster  their  objectives.  We  need  only  to  stay  together  and 
sttiy  the  course. 

la  the  military  Held  >ve  have  the  strength  to  defend  our  interests. 
In  the  economic  area  our  performance  has  been  overwhelmingly  su- 
perior. In  the  ideological  competition  it  is  not  our  nations  but  the  East 
that  has  shown  fear  of  the  powtT  of  freedom.  The  winds  of  change  are 
blowing  fi^om  tht»  West.  If  we  act  with  wisdom  and  unity  the  free  na- 
tions have  it  in  their  power  to  leave  their  children  a  safer  and  more 
hopeful  worM  than  the  one  we  found. 

TIIK  KMKRUlNtJ  STHrt'Tl  KK  t>K  \  (U.OBAL  COMMUNITY 

Within  the  past  thH'ude,  ami  particularly  over  the  past  several  years, 
a  new  dimensitui  of  international  atiairs  has  moved  to  center  stage: 
the  relations  between  the  Northern  and  Southern  Hemispheres. 

For  tlM»  first  time  in  history  the  international  system  has  become 
truly  global.  DtH'olonization  and  the  expansion  of  the  world  economy 
have  givtMi  birth  \o  set)rt»s  of  new  eiMitt^i-s  of  power  and  initiative.  The 
globe's  seeurity  and  prosperity  have  U^come  more  and  more  indivisible. 

Yet  in  a  vvorhl  of  over  150  sovereign  nations,  many  of  which  have 
only  recently  aehievetl  inch^pendence,  progress  toward  understanding 
of  our  ronnuon  (h»stiny  has  Ihmmi  halting  and  uneasy.  Too  nuiny  nations 
still  seek  to  t^xtort  what  is  nuMiningful  only  if  freely  offered.  Attempts 
at  economie  warfare,  and  sterile  disputes  between  the  industrial  and 
developing  nations,  have  l)een  all  too  characteristic  of  international 
eonferenct»s.  Sueh  taeties  overlook  some  basic  realities: 

Development  is  an  anluous  and  long-term  process,  not  susceptible 
to  (piirk  or  t»asy  solutions.  It  requin»s  great  efforts  to  bring  about  social 
change    al)ovt»  all  by  tlu»  tleveloping  count ries  themselves. 

If  {\\vrv  is  to  Uv  any  hope  of  development,  the  new  nations  need  the 
sustained  help  of  tin*  imlustrial  (leiiioera(*ies.  The  ("onnnunist  countries 
have  hvvn,  to  all  praetiral  purposes,  irrelevant  to  this  process  and 
elearly  unwilling  to  assist  it. 

A  serious  (h^velopn lent  etfort  re(|uires  rooperat  ion.  ( Confrontation  and 
artlfirial  voting  majorities  tlestroy  the  psvehological  basis  for  a  sus- 
taine<l  relationship.  Parlianientarv  vietones  in  international  forums 
prove  t'Uipty  if  they  are  not  followed  by  t\w  willing  implementation  of 
the  minority. 

'I'he  Knited  Statrs  li:is  a  \  ital  stake  in  the  health  of  the  world  eco- 
nomi<'  system.  We  need  tuily  rtM'all  t  Uv  oil  tMubargo  of  15)73  to  know  that 
intenlepentlence  is  iwwv  than  a  slogan.  That  event  helped  to  produce 
the  woi-st  inflati<)n  as  well  as  the  most  severe  reeession  of  the  po.stwar 
period.  The  pri«'e  and  su[)idy  of  energy  ami  law  materials,  the  condi- 
tituis  u{  traih*  and  investment,  the  protection  of  the  environment,  the 
use  of  the  ix'eans  and  space— tla»s<»  luv  all  issut^s  on  which  American 
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jobs  and  livelihood  and  progress  depend.  And  we  know  as  well  that  no 
itructure  of  intprnational  relations  ran  be  durable  if  the  world  remains 
divided  between  the  rii  li  and  the  poor,  the  privile^rod  and  the  oppressed, 
the  hoMful  and  the  tlespairini?.  it-y 
We  have  offered  our  cooperation  in  our  own  interest  and  in  the  hope 
that jt  will  help  build  u  better  world.  Hut  we  insist  that  others  meet  us 
m  the  same  spirit.  We  will  not  submit  to  blackmail  or  to  pressure. 
He  will  resist  hostile  ivsolutions  and  unworkable  proposals.  Artificial 
majorities  and  clauus  to  a  monopoly  on  morality  in  world  forums  will 
only  undcrmiin.  public  sui)i)()it  hcio  and  in  the  other  industrial  de- 
inocracie.s— the  only  nations  capable  of  contributing  effectively  to 
development.  *^ 

The  task  is  to  build  consensus  based  on  mutual  respect  and  self- 
interest.  Only  in  this  way  can  we  encourage  realistic  methods  of  inter- 
national collaboration  and  lay  the  foiuidation  for  a  cooperative  inter- 
natmnal  economy. 

To  this  entl  the  Tniteil  States  has  in  the  last  few  vears  assumed  a 
role  of  leadership.  We  have  offered  comprehensive  initiatives  in  such 
areas  as  energy,  fond,  trade,  finance,  commodities,  technologv  tnins- 
fei;,  and  the  special  problems  of  the  poorest  countries.  We  have  done 
so  in  many  international  forums :  at  the  Seventh  Special  Session  of  the 
U.N.  (leneral  Assembly  last  .September;  at  the  Paris  Conference  on 
International  Kconomic  Cooperation  in  December;  at  the  Jamaica 
Conferen«:e  on  world  mmietary  issues  in  Jamiarv;  at  the  F.X.  Confer- 
ence on  Trade  and  Development  in  Nairobi  this  .spring  (May,  l!)7(ij. 
Progress  has  been  achieved  on  many  of  our  proposals;  many  new  iiisti- 
vehicles  of  eoopoi  at  ion  are  already  underway. 
Thus,  just  as  we  seek  to  move  U'yond  a  baliince  of  jxiwer  in  Kast- 
Vyest  relations,  m)  we  are  seeking  long-term  cooperation  in  North- 
South  relations  with  a  view  to  building  a  genuine  world  comimmity. 

In  this  enterprise  there  is  no  more  imixutant  place  to  start  than  in 
our  own  hemisphere.  II  wc  are  to  build  a  stable,  prosperous,  and  just 
world  structure,  we  will  need  the  tirm  fomidat ions  of  dose  bonds  with 
our  friend.-;  in  Latin  America. 

Our  traditi..:iul  special  relationship  in  the  hemispliere  antedates  our 
ctM)peration  uiili  other  regions  of  the  developing  world.  AVe  share 
iiiii(pie  experienees  in  the  Americas-  -the  exploration  and  development 
of  new  continent-,  the  forgoing  of  nations  free  from  colonial  domina- 
tion, the  development  of  unique  huii.an  and  moral  ideals.  AVe  have 
shaped  deiiuK'iatic  institutions  and  spurred  economic  growth,  con- 
scious that  we  iH'iiefited  greatly  from  our  rclat i(Uiship  with  each  other. 
VVe  have  long  held  a  common  interest  in  shielding  our  heinispbere 
from  the  intrusion  of  others.  We  have  led  the  world  in  building  inter- 
national organizations  to  serve  our  cooperative  endeavors  for  both 
collective  security  and  economic  progress. 

The  challenge  we  face  today  is  that  history-  and  indeed  the  very 
^i'-'^^^'Im !«<'l>>*'ve(|^  have  eompliciited  our  relati(m- 
shii).  What  used  to  be  a  simple  perception  of  liemis|)lieric  iiiii(pieness. 
and  a  .'*elf-c<mtaiiied  exclusive  relationship,  have  become  enmeshed  in 
the  wider  coneeiiis  we  all  now  have  in  the  rest  of  the  world. 

The  I'nited  States  recognizes  its  global  respoiisibilitv  to  iiiaiiitaiii 
the  world  lialaiicc  of  power,  to  help  resolve  the  age-old"  political  con- 
flict*! that  muu-rmine  peace,  and  to  help  shape  a  new  international 
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order  encompassing  the  interests  and  aspirations  of  tho  more  than  150 
nations  that  now  comprise  our  planet* 

At  the  same  time,  in  the  sixties  and  seventies  Latin  American  na- 
tions have  l)ecome  steadily  n>ore  piosperous  and  self-confident.  They 
are  now  major  factors  in  their  own  right  on  the  world  scene.  Their 
economics  are  among  the  most  advanced  of  the  developing  world;  in- 
deed, they  can  be  said  to  constitute  a  ^*middle  class"  among  the  nations 
of  the  world,  encouraging  progress  but  with  an  increasmg  stake  in 
stability.  They  un»  iiuMvasingly  iini)ortant  in  the  globnl  economy  and 
the  world's  political  forums.  And  they  haw  a  growing  sense  of 
solidarity  with  developing  nations  in  Africa  and  Asia.  Such  global 
involvement  is  incvitabk';  at  the  same  time,  it  inevitably  creates  new 
and  conflicting  prt^ssures  on  traditional  friendships. 

The  I'uited  States  has  sought  to  build  a  new  framework  in  our 
hemispheric  rehitions  which  takes  into  account  new  realities  without 
sacrificing  the  precious  advantage  of  our  tradition  of  collaboration. 

Most  important,  given  the  long  period  of  lu'glect,  real  or  perceived, 
our  sister  republics  in  the  Western  Hemisphere  now  know  that  we  care, 
We  have  inaugurated  a  new  dialogue  based  on  equality  and  mutual 
respect  and  on  u  recognition  of  soveieign  independence.  This  dialogue 
d<H»s  not  reflect  denumds  l)y  one  side  and  defense  of  old  patterns  by  the 
other.  On  the  basis  of  the  new  Latin  AnuMican  strength  and  self- 
confidence  we  now  deal  with  one  another  with  a  mutuality  of  regard 
and  understanding  quite  impossible  a  few  years  or  even  a  decade  ago. 
There  is  a  growing  recognition  that  we  have  shared  concerns  as  well 
as  different  perspectives;  that  the  nations  of  this  hemisphere,  where 
men  sought  a  haven  from  oppivssion,  have  an  opportunity  to  begin  a 
new  era  of  cooperation  In^tween  industi  ially  advanced  and  developing 
countries. 

In  the  past  few  yeai  s  the  United  States  has  offered  initiatives  to  deal 
coherently  with  the  catalogue  of  hemispheric  issues:  political,  eco- 
iu)mic«  and  moral.  A  milestone  in  this  process  came  at  the  General 
Assembly  of  the  Organization  of  American  States  in  Santiago  last 
month  [June  7-10,  1970]  where  we  presented  a  comprehensive  series 
of  proposals : 

To  advance  hemispheric  cooperation  for  development,  including 
trade  opportunities  and  access  to  contem|x)rary  technology; 

To  st  lengthen  joint  efforts  to  deal  with  the  issue  of  human  rights 
in  the  hemisphere;  and 

To  modernize  our  inter- Aineiican  system  of  political  consulta- 
tion. 

The  I'uited  States  is  demon.st rating  leadership  on  all  these  issues. 
As  a  result,  Latin  Anuuican  nations  expressed  their  beliof  at  San- 
tiago that  a  nv\y  chapter  in  hemispheric  relations  is  opening  up.  There 
was  a  climate  of  camloi*,  of  friendship  without  complexes,  and  of  com- 
mon eufleavnr.  Our  initiatives  no  longei'  arise  fears  of  paternalism  or 
domination,  btit  are  welcomed  again  by  our  sister  republics  as  reflect- 
ing mutual  inten»sts  and  our  propei*  role. 

We  l)elieve  that  we  have  inaugurated  a  new  era  of  inter-American 
cooperation  based  on  equality  and  mutual  benefit.  And  we  believe,  too, 
that  this  n\u  serve  as  a  bridge  between  developed  and  developing  na- 
tions everywhere  and  as  an  example  for  the  world  community. 
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▲XXSICA  AND  THX  WORLD 

The  world  has  entered  a  new  era.  We  live  in  a  time  marked  by  change 
and  uncertainty;  our  age  cries  out  for  new  patterns  of  order  and  new 
efforts  to  l)otter  the  human  condition.  The  ohallen^res  of  peace  and  prog- 
ress and  justice  iccjuirc  sustained  and  devoted  effort  from  the  respon- 
sible nations  of  the  world,  and  a  permanent  role  of  leadership  bv  the 
United  States.  * 

The  United  States  has  faced  challenge  before.  No  other  people  could 
have  celebrated  its  birthday  so  joyfully  or  with  such  optimism  about 
Its  future.  America  has  always  stcKnl  for  something  hcvomi  its 
own  physical  strength.  The  heritage  wo  have  celebrated  this  week  is 
a  vision  of  mankind's  most  glorious  ideals:  the  equality  of  all  peoples 
and  individuals;  tin-  right  to  life,  IiU'rty,aiul  the  pursuit  of  happhiess. 
Only  in  our  free  count ri(»s  where  theso  principles  are  secure  do  they 
.soinotiiius  soriii  i)latitu(U»s;  to  a  world  in  which  th(»  majority  of  man- 
kind lives  witliout  them  they  are  the  burning  issues  of  our  time. 

Americans  success  has  come  from  its  blend  of  pragmatism  and  ideal- 
ism. Our  prapnatic  tradition  has  heliKnl  ns  confront  reality,  neither 
blinded  by  do^jma  nor  daunted  by  challenge.  Our  idealism  has  given 
us  not  only  principh»s  to  defend^  but  the  conviction  and  courage  to 
defend  them,  in  todiiyV  world  of  coiiipl(»xity,  we  need  more  tiian  ever 
a  moral  compa.ss  to  steer  by,  a  sense  of  conviction  that  enables  ns  to 
persevere  throngli  the  stages  of  the  attainable  toward  the  ideal  which 
will  always  be  lH»vond. 

The  work!  no  longer  offers  us  the  simplicity  of  detachment  or  tem- 
porary applications  of  overwhelming^  power.  In  a  world  of  interde- 
pendence, of  uTiending  challenge,  and  of  diversity  we  must  recognize 
our  permanent  involvement.  Nor  do  wt  ha\  reason  for  apology  O! 
hesitation.  We  remain  the  most  powerful  nation  on  earth.  And  there  is 
much  to  acromplish  together  with  the  otlu*r  imlnstrial  democracies 
tvs  long  as  we  otlVr  the  h»adership  for  which  all  free  nations  long.  And 
other  mitions  will  join  ns  in  collaborative  endeavors  if  they  see  us — 
the  world's  most  powerful  nation — offering  leadei-ship. 

So  it  is  time  to  put  an  end  to  our  domestic  divisions,  for  they  are 
the  principal  obstacle  to  the  full  realization  of  our  opportunities.  We 
have  consumed  too  nnich  of  our  sid>stance  in  domestic  strife;  we  run 
the  risk  that  \u  pursuit  of  sui*h  self-absorption  we  will  lower  our  sights. 
All  great  achievena^nts  were  dreams  before  they  were  realities.  The 
truly  creative*  actions  do  not  grow  out  of  fine  calculations  of  expediency 
and  technical  analyses.  They  require  a  vision  which  draws  men  to  far 
horizons. 

Abnost  7o  years  ago  Winston  (MnirchilK  with  that  blend  of  opti- 
mism and  hmnanit y  that  so  set  him  apart  from  leswM*  men,  dcMM  ilxMl 
our  cont(»mporary  chalh»;i;r'^ : 

**What  is  th(*  use  of  living,  if  it  be  not  to  sti  ive  for  imble  (*auses  atid 
to  make  this  mutldled  world  a  better  i^lacc*  for  thos(*  who  will  li\e  in 
it  after  W(»  are  gone  ^  How  else  can  we  put  oui>ielves  in  harmonious 
relation  with  tia*  gi(*at  v(»riti«»s  and  (Consolations  of  the  iiifinite  and  the 
eternal  ^  And  I  avow  my  faith  that  we  ar(*  marching  towards  U^tter 
days  .  . 

So  let  us  avow  our  faith  that  we  are  marchiTig  toward  hettei'  days. 
Andthrouirh  that  act  Am^M  ica,  with  its  vast  strength,  its  optimism  and 
idealism,  cay  make  a  decisive  contribution  to  a  world  of  peace,  prog- 
ress, and  justice. 
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CHAPTER  4 

The  World  Economy — Managing 
Interdependence  ^ 

FROM  THE  EARLY  19301  THROUGH  THE  LATE  I960i,  growing 
economic  interdependence  provided  the  nruijor  impetus  toward  sut- 
tmined,  rapid  growth  in  the  wortd  economy.  Just  10  yean  ago,  in  hit  last 
Economic  R$poft,  President  Johnson  wrote: 

In  the  past  two  decades,  enormous  progreu  has  been  made  in  building 
a  closely  knit  international  economy.  Remarkable  growth  in  the  volume 
of  international  commerce  has  gone  hand  in  hand  with  sustained  world 
prosperity;  each  has  contributed  to  die  other.  At  times,  deep  and  obvious 
straim  in  the  international  monetary  system  have  imperiled  this  progress, 
but  diese  financial  difficulties  have  been  weathered  without  a  serious  set* 
back  in  economic  gnnvth  or  worid  trade. 

Much  has  chamged  throughout  the  last  decade.  In  some  areas  the  momen* 
turn  of  the  1960s  has  continued:  an  ever-growing  share  of  world  produc* 
tion  is  devoted  to  international  trade.  Financial  markets  have  become  more 
integrated  internationally  and  have  adapted  to  the  task  of  recycling 
unprecedented  flows  of  funds  from  surplus  to  deficit  countries.  For  a  few 
countries  of  the  Third  Work!  and  the  southern  tier  of  Europe,  rapid  export 
g:o%vth — and  particularly  the  shift  in  the  composition  of  exports  tovrard 
manufactured  goods — have  occasioned  rapid  rises  in  income  growth  and 
production. 

There  have  also  been  fundamental  changes  in  the  international  economic 
system.  The  most  dramatic  change,  of  course,  was  the  breakdown  of  the 
Bretton  Woods  system  of  pegged  exchange  rates,  and  its  replacement  by  a 
sy-stem  of  market-determined  flexible  exchange  rates.  This  change  has,  by  and 
laige,  helped  the  world  economy  to  adjust  to  the  severe  problems  confronting 
it  in  the  past  5  years — the  rise  in  oil  prices  and  the  poor  harvests  of  1973-74, 
the  subsequent  setious  recession,  persistently  high  and  divergent  rates  of 
inflation  in  most  industrial  countries,  and  the  hesitant  economic  recovery 
ouuide  the  United  Sutes. 

The  evolution  of  the  floating  rate  regime  has  given  individual  countries 
more  elbow  room  for  steering  their  economies  in  different  directions.  The 
extent  of  independence,  however,  is  limited  and  the  need  for  some  coordina- 

*Chftpter  4  of  the  Annual  Report  of  the  Council  of  Economic  Advisers  from ;  U.S.  Pml- 
dfDt.  1977  (Carter).  Kconomlc  Report  of  the  President  Transmitted  to  Congress 
January  197D  together  with  the  Annual  Report  of  the  Council  of  Economic  Advfters, 
Washington.  r.S.  Govt.  Print.  Off..  1979.  p.  13Cy-162.  305. 
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tkm  of  economic  policiei  remiuns.  Indeed,  to  tome  extent  the  major  lesson 
of  1977  and  1978  is  that  pohcy  diverigences  produce  severe  strains:  the  rapid 
mpaniion  in  the  United  Sutes  relative  to  other  mmjor  industrial  countries 
triggered  a  large  and  potentially  destabilizing  depreciation  of  the  dollar 
during  1978.  The  rise  in  U.S.  inflation  and  the  depreciation  of  the  dollar 
led  die  United  Sutes  to  implement  a  policy  of  moneUry  and  fiscal  mtraint, 
in  coordination  with  a  cooperative  action  to  deal  with  exchange-market 
disturbances. 

A  second  major  change  from  the  picture  10  yean  ago—and  one  which 
has  been  appreciated  only  slowly— is  the  pronounced  decline  in  growth 
dynamism  of  the  industrial  world.  Growth  of  potential  output  has  been 
reurded,  but  growth  of  actual  output  has  fallen  even  further.  Aggregate 
rfemand  has  been  sluggish  throughout  the  industrial  world  outside  of  the 
United  Sutes  since  1973.  Weak  investment  and  cautious  consumers  gen* 
erally  slowed  private  demand.  Yet  the  need  to  reduce  inflation  and  the  large 
external  and  public  deficiu  made  policy  makers  cautious.  As  a  result,  the 
overall  growth  in  the  countries  making  up  the  Organization  for  Economic 
Cooperation  and  Development  (OECD)  slowed  to  an  average  of  3.0  per- 
cent over  the  1973-78  period,  compared  to  4.9  percent  in  the  preceding 
decade. 

The  reasons  for  the  slowdown  of  potential  output  are  not  fully  evident. 
The  slowing,  of  investment  virtually  everyA\'here  has  resulted  in  an  aging 
capital  stock.  The  growth  of  trade  has  slowed,  and  the  eariier  economic  gains 
from  economic  integration  have  not  been  repeated.  In  many  countries  the 
hidden  unemployment  in  agriculture  has  largely  disappeared,  leaving  little 
of  the  productivity  bonus  that  accompanies  a  declining  primary  sector. 
Clearly  the  sharp  rise  in  the  cost  of  energy  has  led  to  some  costly  substitution. 
Tr^  a  lesser  extent,  generally  higher  and  more  volatile  commodity  prices  may 
have  retarded  some  productive  secton. 

Finally,  both  actual  and  potential  output  growth  has  probably  been  re- 
strained because  of  new  views  concerning  the  value  of  change  and  economic 
growth.  Occasionally,  a  new  spirit  of  "preservationism"  has  created  pressures 
to  protect  the  existing  structure  of  jobs  and  wages  and  bolster  weak  sectors. 
In  part,  this  spirit  is  a  reac  tion  to  acute  problems  in  key  industries:  excess 
capacity  in  steel,  shipbuilding,  and  textiles,  for  example,  burdens  many 
economies.  But  a  more  cautious  attitude  has  also  increased  the  difficulties  of 
shifting  resources  from  declining  to  expanding  sectors.  Preservationist  pres. 
sures  encourage  protectionist  trade  measures  or  internal  subsidies  that  could 
make  the  world  economy  even  less  dynamic  and  more  prone  to  inflation. 
The  adventurous  spirit  that  once  characterized  much  industrial  activity  and 
is  vital  to  rapid  structural  and  economic  change  may  have  been  suppressed 
at  least  temporarily  by  the  uncertainties  of  the  recent  past. 

Managing  interdependence  today  is  a  major  challenge.  We  have  been 
through  a  period  in  which— in  contrast  to  the  robust  postwar  expansion- 
growth  potential  has  declined  and  inflationar>'  pressures  have  increased.  To 
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lome  extent  these  conditions  may  prevail  for  a  number  of  yean.  In  the  past, 
numerous  structural  factors  favored  rapid  expansion  and  rising  productivity: 
relative  commodity  and  energy  prices  fell,  trade  barriers  were  lowered,  new 
technologies  came  in  quickly,  and  economies  of  scale  were  realised.  These 
favorable  factors  have  been  weakened  or  reversed.  The  challenge  to  policy — 
at  home  and  abroad — is  twofold:  to  steer  our  economies  safely  through 
these  more  hazardous  waters  and  to  create  conditions  that  favor  sustaiiml 
econotnic  growth.  Improved  international  coordination  of  domestic  policies 
will  be  essential  to  accomplish  both  of  these  tasks. 

THE  GLOBAL  ECONOMY:  DEVELOPMENTS  AND  PROSPECTS 

In  many  ways  1978  can  be  seen  as  a  year  of  transition  for  industrial  coun- 
tries. Here  in  the  United  States  economic  growth  began  to  slow  after  a 
strong  recovery  earlier.  In  the  other  major  industrial  countries,  where  re- 
covery had  been  hesitant,  growth  accelerated  somewhat,  thou^  not  enou|^' 
to  reduce  excess  capacity  substantially  or  to  prevent  a  continued  upward 
drift  in  unemployment  (Chart  9) . 

The  inflation  rate  accelerated  in  the  United  States.  In  most  other  indus- 
trial countries,  inflation  rates,  which  on  average  exceeded  those  in  the 
United  Sutes  during  1974-77,  continued  to  decline.  As  a  result,  the  rate 

Chart  9 

Unemployment  in  the  U.S.  and  Five 
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of  infUUon  in  the  United  Sutes  in  1978  was  higher  than  the  avenge  level 
for  the  major  foreign  countries  (Chart  10). 

Bxtenul  poutions  also  changed  markedly  during  1978.  For  the  OECD 
countries  as  a  group  the  combined  current  account  deficit  declined  sharply. 
The  deficit  of  the  United  Sutes  widened  somewhat,  but  this  was  more  than 
offset  by  the  large  rise  in  the  combined  surplus  of  the  other  major  countries, 
•specially  Japan,  and  a  marked  decline  in  the  combined  deficit  of  the  smaller 
OECD  memben.  Nevertheless  as  the  year  progressed  there  were  increasing 
indications  that  the  major  imbalance  between  the  positions  of  the  United 
Sutes  and  Japan  was  beginning  to  be  reversed.  Both  the  Japanese  surplus 
and  the  U.S.  deficit  were  smaller  in  the  second  half  of  1978  than  in  the  first 
half. 

The  year  1979  should  see  some  correction  in  the  cyclical  divergence  that 
has  arisen  since  the  oil  crisis.  As  shown  in  Table  31,  the  anticipated  slowing 
of  growth  in  the  United  Sutes  is  matched  by  an  expected  slight  rise  of 
growth  abroad.  For  the  first  Ume  since  1975,  growth  abroad  is  likely  to 
P^o^  the  United  Sutes.  ( It  should  be  noted  that  the  growth  rates 
praented  here  are  year  over  year,  rathe  than  fourth  quarter  over  fourth 
quarter  as  generally  presented  elsewher  in  this  Report.) 

Chart  10 

Consumer  Pnce  Inflation  Rate  in  the 
U.S.  and  Six  Major  Induftrial  Countries 
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Tablb  i\.—Annumi  gromik  in  rw^t  CNF  in  the  Untied  States  and  other  ffM^f 

industfiMt  conniriet,  1960^79 
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Inflatkm  rata  differenlids  are  also  expected  to  narrow  tomewhal  during 
1979,  in  line  with  the  anticipated  slowing  of  inflation  in  the  United  States 
and  a  possible  increase  in  inflation  in  some  foreign  countries.  Trade  and 
current  account  imbalances  are  expected  to  diminish  further  as  a  result  of 
the  shift  .1  relative  growth  and  of  the  large  exchange  rate  movements 
during  1978. 

GROWTH  AND  INFLATION 

In  the  major  foreign  countries  there  was  a  modest  rise  in  the  growth  of 
gross  national  product  (GNP)  in  1978.  Table  32  records  the  growth  rates  of 
GNP  during  1977  and  1978  for  each  of  the  major  foreign  countries  and  the 
United  States.  Also  included  are  two  columns  showing  the  average  annual 
growth  of  GNP  prior  to  1974  as  well  as  the  average  rate  of  growth  since  then. 

Tabls  32. — Annusl  growth  in  real  GSP  in  major  industrial  countries,  IQSO-'IB 
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The  final  column  shows  the  percentage  difference  between  the  actual 
GNP  in  1978  and  the  level  of  GNP  that  would  havo  existed  in  1978  if  growth 
had  proceeded  after  1973  at  iu  1960-73  trend  rate.  The  gap  recorded  in  the 
last  column  is  not  meant  to  indicate  the  precise  difference  between  actual 
and  potential  output  Few  deny  that  potential  output  growth  has  slowed 
everywhere  in  recent  years,  and  in  some  cases  sharply,  although  considerable 
uncertainty  remains  about  the  current  underlying  trend  for  potential  output. 
What  the  gap  does  indicate  is  that,  for  whatever  reasons,  the  major  indus- 
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ttial  oomtriM  outadc  the  United  Sutat  luivt  witneMed  a  dnunatic  mluetion 
in  growth  aiiiGe  the  oil  crioi. 

Bvidcnoe  that  at  leut  pert  of  die  ilower  growdi  k  due  to  a  slowdown  in 
potential  growth  it  ihown  in  Table  33.  Each  of  the  large  induitrial  coun- 
ttiee  hat  shown  lignificanUy  lower  productivity  growth  in  the  latt  5  years 
compared  to  the  earlier  period.  Clearly,  pert  of  the  poor  producUvity  per- 
nnnanoe  i>  due  to  low  utiliatioa  rates.  Even  after  comcting  for  utilization 

Ta»l«  a  — Annual  tnwth  in  GNP  p«T  mploytd  worktr  in  mtjor  induilri»l 
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and  recognizing  analytical  shortcomings  in  the  productivity  measure,  how- 
ever,  some  slowdown  is  evident.  The  largest  absolute  decrease  occurred  in 
Japan,  where  growth  in  GNP  per  worker  slowed  from  8.9  to  3.4  percent 
annually. 

Whatever  the  new  rates  of  potential  growth  may  be,  the  actual  GNP 
growtl  outside  the  United  Sutes  was  apparently  not  abo.  -  the  underlying 
potential  growth  in  1977  and  1978.  In  the  fifth  year  after  the  onset  of  reces- 
sion,  recovery  toward  a  fuller  utilization  of  potential  among  countries  outside 
the  United  Sutes  continues  to  be  extremely  hesiunt  and  incomplete. 

To  some  extent  the  slowing  of  potential  growth  and  the  weakness  of 
actual  growth  relative  to  potential  since  1975  are  tied  together.  In  Japan, 
for  instance,  the  sharp  fall  in  potential  growth  reduced  capital  requirements 
and  hence  reduced  required  investment  as  a  share  of  output.  Because  this 
fall  was  not  matched  by  a  decUne  in  the  penonal  saving  rate,  a  problem  of 
excess  saving  emerged.  This  imbalance  was  absorbed  partly  by  the  rise  in 
the  external  surpluses  and  government  budget  deficits  and  partly  by  the 
decline  in  income  and  production  relative  to  potential  output.  In  Japan,  as 
in  other  countries,  low  rates  of  actual  investment  constitute  a  major  reason 
for  the  hesitant  recovery  of  demand.  At  the  same  time,  as  mentioned 
earlier,  sluggish  investment  has  led  to  a  marked  aging  in  the  capita!  stock 
and  has  further  checked  the  growth  of  potential  output  by  limiting  produc- 
tivity increases. 

The  principal  facton  constraining  more  expansionary  policies  diirin'j  the 
current  rerover>-  have  been  persistently  high  rates  of  inflation  in  most  coun- 
tries and  the  resulting  judgment  that  relatively  cautious  fiscal  and  monetar>- 
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policki  were  needed.  Even  in  those  countriet  making  notable  progreu  in 
reducing  inflation  by  1977— particularly  Germany  and  Japan— fear  of  re* 
newing  inflation  continued  to  dampen  enthusiasm  for  more  expansionary 
fiscal  and  monetary  policies. 

In  1978  constraints  on  policies  eased  somewhat  outside  the  United  States 
as  rates  of  inflation  declined  almost  everywhere  (Table  34) .  For  the  United 
Kingdom  and  Italy,  where  the  rates  had  been  highest,  the  decline  was  im« 
pressive.  As  a  result  of  relaxed  constraint,  fiscal  policies  also  tended  to 

Taslb  34. — ChMggs  in  coHsum0r  pru0s  in  major  industrial  countri^St  1^$-7S 
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become  significantly  more  expansionary  in  the  major  foreign  countries: 
according  to  OECD  estimates,  the  direct  impact  of  fiscal  policy  shifts  in 
1978  amounted  to  over  one-half  of  1  percent  of  GNP  for  the  major  for^ 
eign  countries,  excluding  Japan,  and  to  over  2  percent  for  Japan. 

The  1978  pattern  of  changes  in  growth  and  inflation  rates  was  heavily  in* 
fluenced  by  the  marked  decline  of  the  dollar  and  the  consequent  appreciation 
of  most  other  major  currencies.  In  countries  where  exchange  rates  appreci* 
ated,  it  is  broadly  true  that  GNP  growth  lagged  behind  the  growth  of  domes- 
tic demand  and  that  inflation  rates  declined.  In  this  environment  fiscal 
policy  became  more  expansionary  during  the  course  of  the  year.  These  shifts 
in  hscal  policy  were  both  necessary  and  appropriate.  They  were  necessary 
because  extra  stimulus  was  required  to  ofl'set  the  negative  effect  on  GNP  of 
the  adverse  shift  in  real  net  exports.  And  they  were  appropriate  because  the 
reduction  in  inflation  due  to  currency  appreciation  gave  pdicy  makers 
breathing  room  to  shift  toward  more  expansionary  policies.  Moreover  in 
Germany,  and  even  more  in  Japan,  a  reduction  in  the  current  account 
surplus  required  a  shift  in  policy  to  make  sure  that  shifts  in  export  and 
import  volume  u-outd  eventually  become  large  enough  to  offset  the  effects 
of  the  currency  appreciation  on  terms  of  trade. 

For  the  United  States  the  opposite  set  of  circumstances  prevailed.  A  weak 
external  sector,  accelerating  inflation,  rapidly  declining  unemployment,  and 
a  depreciating  currency  made  it  necessary  to  shift  toward  a  more  restrictive 
fiscal  and  monetary  policy.  Indeed,  this  shift  occurred  during  the  year. 

The  need  to  realign  and  coordinate  economic  policies,  both  in  the  United 
States  and  abroad,  so  as  to  promote  external  adjustment  and  reduce  diver* 
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fences  in  economic  perfonnanci.  ecron  counlriet  wai  increasingty  recognized 
during  1978.  In  the  coune  of  meetings  that  culminated  in  the  Economic 
Summit  at  Bonn  in  July  1978,  a  significant  degree  of  coordination  was 
realized.  At  the  Bonn  meeting  the  leaders  of  the  seven  largest  'industrial 
countries  discussed  the  major  goals  and  problems  in  the  world  economy,  and 
a  Concerted  Action  Program  was  devised  in  which  each  country  made 
appropriate  specific  commitments. 

The  Bonn  Sunrunit  marked  a  turning  point,  particularly  for  the  United 
Sutes.  The  United  States  noted  that  curbing  inflation  has  become  the  top 
priority  of  economic  policy.  The  President  therefore  pledged  to  Uke  specified 
actions  to  reduce  the  U.S.  inflation  rate,  obtain  a  more  rapid  reduction  in 
our  current  account  deficit,  and  adopt  an  energy  policy  which  would,  by 
1985,  cut  our  imporU  of  petroleum  by  2.5  million  barrels  per  day. 

In  addition,  Gemiany  and  Japan  proposed  steps  to  increase  giov  th  and 
thus  reduce  external  surpluses:  Germany  to  provide  additional  fiscal  stimu- 
lus totaling  1  percent  of  GNP;  Japan  to  achieve  a  7  peix:ent  growth  in  real 
GNP  between  March  1978  and  March  1979.  The  other  participating  coun- 
tries (France,  lu!y,  the  United  Kingdom,  and  Canada) ,  whose  high  rates  of 
inflation  provided  K^ss  scope  for  specific  action,  made  broadly  complementary 
commitments.  At  the  same  time,  each  country  recognized  the  overriding 
importance  of  not  allowing  sluggish  growth,  sectoral  difficulties,  or  trade 
imbalances  to  serve  as  pretexts  for  actions  that  would  undermine  the  frame- 
work of  free  trade  among  nations.  A  joint  commitment,  covered  more  fully 
later  in  this  chapter,  was  adopted  to  secure  a  rapid  and  successful  outcome 
for  the  Multilateral  Trade  Negotiations. 

Considerable  progress  has  been  made  in  meeting  these  commitments.  As 
discussed  earlier  in  this  Report,  the  United  Sutes  has  in  place  a  major 
anti-inflation  program  and  has  shifted  both  fiscal  and  monetary  policies 
toward  resf^aint.  TKe  1978  National  Energy  Act,  signed  at  year's  end, 
establishe>  comprehensive  framework  for  rationalizing  energy  policy  and 
reducing  oil  imports  along  the  lines  discussed  at  Bonn.  Germany  completed 
legislation  in  I^cembcr  1978  that  fully  implements  its  own  commitment. 
Although  Japan  began  in  September  to  carry  out  a  supplementary  fiscal 
program  to  stimulate  growth,  it  now  seems  likely  to  fall  well  below  the  7 
percent  growth  target. 

The  Concerted  Action  Program  adopted  at  Bonn  marks  an  important 
step  n  intrrnational  eronoinir  cooi>f ration  On  a  substantive  plane,  the 
measures  taken  helued  put  the  major  economies  onto  more  balanced  and 
sustainable  paths.  More  important  is  the  symbolic  sij^nificance:  it  is  now 
clearly  recognized  at  home  and  abroad  that,  in  a  world  where  toimtrics 
are  interdei)endent,  polu  y  choices  by  one  nation  directly  affect  economic 
performance  in  others.  If  some  countries  f^row  ver>-  slowly,  their  trading 
partners  will  be  forced  to  abandon  dynamic  export  industries:  if  onv 
country  attempts  to  protect  its  industries,  at  the  border  or  by  domestic 
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subtidies,  othen  will  have  to  retrench;  if  one  nation  pursues  extremely 
rapid  growth  or  inflationary  policies,  the  resulting  exchange  rate  deprecia* 
tion  uiay  lead  to  uncertainties  and  market  disorders.  In<  rcasing  awareness 
of  these  linkages  and  acceptance  of  the  responsibilities  they  imply  represent 
the  goal  of  policy  coordination  exemplified  by  the  Summit. 

PROSPECTS 

Although  the  shift  toward  more  rapid  growth  abroad  is  a  welcome  devel- 
opment,  the  world  economy  continues  to  face  difficult  ( hallenges.  GNP 
growth,  while  expected  to  maintain  the  1978  rates,  will  remain  low  by  the 
standards  of  the  1960s,  and  it  will  be  hard  to  generate  enough  jobs  to 
reduce  unemployment.  In  some  countries  more  extensive  use  of  specific  job 
programs  and  special  incenti\'es  to  reduce  structural  unemployment  of  young 
workers  must  effectively  supplement  demand  management  policies  if  further 
increases  in  unemployment  are  to  be  avoided. 

Most  economies  also  face  excess  capacity  in  basic  industries  such  as  steel, 
textiles,  and  shipbuilding.  The  consolidation  of  these  sectors  by  reducing 
capacity,  and  the  resulting  loss  of  jobs,  aggravate  labor  market  problems. 
Ways  must  therefore  be  found  to  smooth  the  transfer  of  workers  from  declin- 
ing  to  expanding  sectors.  Securing  a  more  rapid  rate  of  job  creation  is  made 
harder  by  continued  low  rates  of  investment  in  plant  and  equipment.  While 
some  growth  in  investment  occurred  in  1978,  the  basic  circumstances  have 
not  changed  substantially.  Excess  capacity  remains  large  and  prospects  indi- 
cate only  a  moderate  growth  in  demand.  In  this  environment  a  sharp  accel- 
eration of  investment  during  1979  is  not  foreseen. 

While  faster  growth  would  greatly  benefit  most  foreign  economies,  infla- 
tion rates  in  all  but  a  few  OECD  countries  remain  too  high  for  governments 
lo  pureue  policies  that  are  significantly  more  expansionary.  Even  relatively 
restrictive  macroecononiic  policies  will  bring  only  a  gradual  decline  in  in- 
flation. In  some  countries  inflation  may  accelerate  again  as  the  favorable 
effects  of  exchange  rate  appreciation  and  commodity  price  declines  wear 
off. 

Thus,  despite  some  easing  of  constraints  on  policy  in  countries  outside  the 
United  States,  the  economic  rnvi'^onment  pres  !nts  difficulties.  Few  easy  solu- 
tions are  available;  and  according?  to  an  increasing  number  of  observers,  it 
will  take  a  continued  effort  to  bring  about  conditions  more  favorable  to 
sustained  economic  growth. 

CURRENT  ACCOUNT  DEVELOPMENTS  AND  PROSPECTS 

In  1978  there  were  marked  changes  in  global  payments  positions  (Table 
35).  First,  the  large  current  account  surplus  of  the  countries  making  up  the 
Organization  of  Petroleum  Exporting  Countries  (OPEC)  diminished  sharply 
and  unexpectedly  from  about  $32  billion  in  1977  to  an  estimated  $1 1  billion 
in  1978. 
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This  remarkable  decline  reiulied  from  volume  and  price  effects  in  about 
equal  measure.  The  volume  of  OPEC  oil  exports  actually  fell  somewhat  in 
1978,  a  consequence  of  the  slackened  pace  of  growth  in  energy  demand  in 
the  industrial  countries  and  the  rapid  1978  expansion  of  other  s  Mrces  of 
oil.  North  Sea,  Alaskan,  and  increased  Mexican  production,  accounted 
together  for  a  rise  in  production  of  1.2  million  barrels  per  day,  or  roughly 
4  percent  of  total  OPEC  production. 

At  the  same  time,  the  volume  of  imports  into  OPEC  countries  continued 
to  grow  at  a  significant  though  slowing  rate,  a  result  of  the  momentum  of  on- 
going development  plans  in  a  number  of  OPEC  countries.  Price  move- 
ments have  also  been  important  in  reducing  the  OPEC  surplus.  The  dollar 
price  of  oil  remained  roughly  constant,  while  import  prices  rose. 

Second,  in  the  so-called  non*oi!  developing  countries  (that  is,  the  poorer 
countries  outside  of  OPEC  and  the  OECD)  the  combined  deficit  expanded 
considerably  last  year.  The  terms  of  trade,  which  had  been  generally  fav- 
orable in  1977,  turned  against  such  countries  in  late  1977  and  eaHy  1978. 
Late  last  year,  howcxrr,  the  terms  of  trade  again  strengthened  appreci- 
ably. Borrowing  conditions  for  most  of  these  developing  countries  remained 
favorable,  and  many  of  them  borrowed  substantial  amounts  to  service  out- 
standing debt,  maintain  the  growth  of  their  imports,  and  increase  their  gross 
reserves  for  the  third  consecutive  year. 

The  most  striking  change  in  1978,  however,  was  the  disappearance  of  the 
OECD  deficit.  1  he  aggregate  deficit  of  the  OECD  countries,  $28  billion  in 
1977,  gave  way  to  a  small  surplus  in  1978.  This  turnaround  was  the  second 
largest  recorded  >'ear.to-year  change  in  the  OECD  external  position;  it  was 
exceeded  only  by  the  large  shift  from  surplus  to  deficit  which  followed  the 
OPEC  price  rise.  It  was  surprising  that  the  decline  passed  virtually  unno- 
ticed  and  had  little  effort  on  developments  during  the  year  compared  to 
those  occurring  in  the  1974-75  period. 

The  OECD  can  be  usefully  divided  into  three  groups.  The  first  comprises 
countries  in  surplu?^;  the  second  contains  small  countries,  chiefly  in  deficit; 
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and  the  United  Sutes  is  the  third.  Starting  with  the  surplus  countries,  one 
should  note  that  the  largest  part  of  the  decline  in  the  OECD  deficit  is  ac- 
counted for  by  the  rise  in  the  combined  surpluses  of  Japan,  Germany,  France, 
Italy,  and  Switzerland.  These  countries,  along  with  the  United  Kingdom, 
experienced  strong  gains  in  their  terms  of  trade— that  is,  the  prices  received 
for  exports  rose  more  rapidly  than  prices  paid  for  imports,  principally  be* 
cause  of  appreciation  in  their  exchange  rates. 

A  gain  in  the  terms  of  trade  affects  the  favored  country  in  two  ways.  First, 
it  increases  income  and  thus  tends  to  have  a  stimulating  effect  on  aggregate 
demand  similar  to  that  of  a  tax  cut.  Second,  after  some  time,  however,  the 
higher  export  prices  tend  to  depress  the  volume  of  exports,  while  the  lower 
import  prices  tend  to  raise  the  volume  of  imports,  thereby  reducing  aggre- 
gate demand.  Table  36  records  the  movement  in  current  account  balances 
for  each  of  the  countries  named  above,  except  Switzerland^  and  shows  the 
relative  size  of  the  two  different  effects  in  1978:  the  ratio  between  the  gain 
in  terms  of  trade  and  domestic  demand,  and  the  ratio  between  the  change 
in  the  volume  of  net  exports  and  GNP. 

TASLt  36, — Cumnt  attount  balanc0s  for  i$Uct$d  major  industrial  countries,  1976-78 
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Even  though  estimation  of  gains  in  terms  of  trade  is  subject  to  a  consider- 
able  margin  of  error  because  of  serious  measurement  difficulties,  the  results 
are  striking.  These  five  countries  experienced  ver>'  large  gains  in  income  from 
the  terms  of  trade  in  1978  and,  excepting  the  United  Kingdom,  had  little 
or  no  offset  from  the  declining  volume  of  net  exports.  The  income  gains,  how- 
ever, do  not  appear  to  have  been  matched  by  a  corresponding  rise  in  the 
growth  of  real  output,  especially  when  allowance  is  also  made  for  the  expan 
sionary  shifts  in  fiscal  policy.  A  possible  explanation  for  this  relatively  weak 
multiplier  effect  is  that,  because  these  income  «^ains  were  perceived  to  be 
transitory,  they  were  largely  absorbed  in  increased  household  and  corporate 
saving,  rather  than  in  increased  expenditures. 

The  second  group  of  OECD  countries,  comprising  the  smaller  nations. 
In  the  aggregate  reduced  their  deficits  in  1978  by  about  $10  billion.  This 
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reduction  wti  especially  %velcome  in  view  of  the  very  large  deficiu  these 
countries  had  run  from  1974  to  1978,  when  their  net  indebtedness  grew 
by  close  to  $80  billion.  Indeed,  external  positions  had  become  unsustainable 
for  a  number  of  countries  in  this  group  and  severe  retrenchment  was  neces- 
sary. Stabilization  programs  were  developed  in  connection  with  upper  credit<» 
tranche  drawings  from  the  International  Monetary  Fund  for  Portugal  and 
Turkey.  Governments  in  the  Scandinavian  countries  acted  to  forestall  fur« 
ther  accumulation  of  debt  that  might  well  have  become  a  source  of  dif- 
ficulty in  a  few  ycar^.  For  still  others,  the  extent  of  improvement  in  their 
current  account  was  limited  by  adverse  shifts  in  the  terms  of  trade  stemming 
from  the  fall  in  a  number  of  raw  materials  prices.  For  the  group  as  a  whole, 
the  decline  in  current  account  deficits  can  be  explained  almost  entirely 
by  the  reduction  in  import  volumes  relative  to  export  volumes. 

The  United  States  stand*  alone  in  the  third  category.  Throughout  the 
postwar  period  the  growth  of  U.S.  imports  tended  to  be  greater  in  relation  to 
domestic  growth  than  the  growth  of  expx>ru  in  relation  to  growth  abroad. 
Until  1975  a  rough  balance  between  import  and  export  growth  was  main- 
Uined  by  the  fact  that  growth  abroad  tended  to  exceed  U,S.  growth.  From 
1975  tnrough  1978,  hov^'cver,  growth  in  the  United  States  surpassed  the  aver- 
age growth  abroad.  As  a  result,  the  current  account  of  the  United  States 
shifted  sharply.  In  1977,  a  year  in  which  U.S.  economic  growth  exceeded 
that  of  its  trading  partners  by  about  1  ^2  percentage  points,  the  U.S.  current 
account  shifted  by  almost  $20  billion,  from  a  surplus  of  $4.3  billion  to  a 
deficit  of  $15.3  billion.  Roughly  three-fourths  of  this  shift  is  accounted  for  by 
the  more  rapid  growth  of  merchandise  import  volumes  compared  to  exjxjrt 
volumes.  Thr  remainder  of  this  shift  reflected  changes  in  the  terms  of  trade 
and  in  the  composition  of  tradr,  only  partly  offset  by  gains  in  seivice  trans- 
actions. 

On  the  basis  of  preliminary  estimates  the  current  account  shifted  toward 
deficit  in  1978  by  a  further  $1  7  billion.  There  was,  however,  substantia! 
improvement  from  the  first  half  of  the  year  to  the  second,  when  growth 
in  export  volume  picked  up  and  import  growth  began  to  moderate.  Despite 
the  depreciation  of  the  dollar  during  this  period,  the  expected  adverse  shift 
in  the  terms  of  trade  was  restrained  to  a  significant  degree  by  the  constancy 
of  the  price  of  oil  imports  and  by  the  general  increase  in  the  prices  of  manu- 
factuied  goods  relative  to  the  prices  of  primary  commodities. 

The  shifts  that  occurred  in  1978  in  current  account  positions  among 
the  countries  of  OPEC,  the  non-oil  developing  countries,  and  the  OECD 
countries  are  not  likelv  to  reversed  in  1979.  The  large  oil  price  increase 
announced  by  OPEC:  last  December  will  seriously  complicate  the  task  of 
economic  management  in  the  industrial  and  non-oil  developing  countries. 
This  pri(e  increase  is  not  ex|)ected  to  result  in  a  substantial  widening  of 
the  OPEC  surplus  from  1978  levels,'  however,  since  imports  by  OPEC  wiW 
also  continue  to  rise.  It  can  be  said  that  the  industrial  countries  are  now  pay- 
ing the  ''OPEC:  oil  tax"  largely  in  current  goods  and  services  rather  than 
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I O  Ut.  Ai  a  result,  the  to-called  recycling  problem  hat  become  much  le« 
troublesome— though  the  surpluses  of  a  few  individual  OPEC  countries  will 
continue  for  years  to  come.  More  generally,  the  traditional  pattern  of  re* 
source  flows  between  countries,  in  which  the  major  industrial  countries  are 
net  cjqpital  exporten  to  the  developing  countries  and  to  other  poorer  coun- 
tries within  the  OECD,  appears  to  have  been  firmly  reestablished. 

Barring  a  substantial  run-up  in  commodity  prices,  the  deficits  of  the  non- 
oil  developing  countries  are  likely  to  rise  somewhat  in  1979.  Such  a  rise  in 
deficits  would  appear  to  be  consistent  with  the  strong  liquidity  positions  of 
many  countries  in  this  group,  the  ability  of  a  growing  number  of  countries  to 
borrow  successfully  on  international  financial  markets  at  lower  interest 
spreads  and  longer  maturities,  and  the  apparent  willingness  of  banks  to 
increase  their  lending  to  developing  countries  despite  a  few  isolated  debt 
rescheduling  problems  during  1978. 

Among  industrial  countries  of  the  OEGD,  a  more  balanced  distribution 
of  surpluses  and  deficits  is  likely  to  emerge  in  1979.  The  U.S.  current  account 
deficit  is  expected  to  decline  considerably  from  the  levels  at  the  end  of  1978, 
dropping  to  about  an  annual  rate  of  $2-^  billion  by  the  end  of  1979.  This 
reduction  will  result  from  two  conditions:  first,  the  eflfects  of  slower  U.S. 
economic  growth  on  imports;  and  second,  a  steady  and  vigorous  growth  in 
exports  as  markets  continue  to  adjust  to  the  improved  price  competi- 
tiveness of  American  goods  and  services  that  resulted  from  last  year's  de- 
preciation of  the  dollar. 

Some  decline,  too,  is  anticipated  in  the  surpluses  of  Japan  and  Germany. 
Expectations  for  the  decline  of  the  Japanese  surplus  are  grounded  primarily 
in  the  anticipation  of  a  further  fall  in  the  volume  of  Japanese  exports.  Im- 
port volumes  rose  only  moderately  in  1978  after  allowance  for  large  account- 
ing transactions  made  under  the  emergency  import  program.  They  are  un- 
likely to  accelerate  strongly  this  year,  despite  the  appreciation  of  the  yen, 
because  of  the  relatively  closed  structure  of  many  Japanese  import  markets. 
This  one-sidcdness  in  adjustment  by  Japan  is  likely  to  intensify  the  difficulty 
of  reducing  the  Japanese  surplus  to  a  sustainable  level  over  a  longer  period. 
The  need  for  a  sustained  reduction  of  barrien  in  Japanese  import  markets  is 
well  recognized  by  Japanese  officials,  and  extensive  discussion  between 
Japan  and  the  United  States  during  1978  has  laid  the  groundwork  for 
progress  toward  this  end. 

I^^TERNATIONAL  FINANCIAL  DEVELOPMENTS 

For  the  international  financial  markets  1978  was  a  year  of  unusual  in- 
stability. Serious  questions  were  raised  at  home  and  abroad  about  the  func- 
tioning of  foreign  exchange  markets,  culminating  at  year-end  with  the 
charter  of  the  new  European  Monetary  System  and  with  the  dollar  support 
measures  of  the  United  States.  These  developments  were  responses  to  in- 
creased volatility  and  to  disorderly  conditions  in  the  foreign  exchange  mar- 
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I  kili.  In  the  am  of  the  Europmn  MoMUry  Syttem  they  wtMe  ftbo  from 
concern  about  the  undesirable  tide  effects  of  a  system  of  floating  exchange 
calM  for  ckeely  integrated  econoinies  and  from  the  need  to  foster  close 
oeosmnic  integration  in  Europe. 

THl  OPERATION  OP  FLEXIBLE  EXCHANGE  RATES 

The  devebpmenu  of  1978  must  be  seen  as  a  part  of  the  continued  evolu- 
tion of  international  financial  arrangemenU.  It  is  therefore  appropriate  to 
begin  this  discussion  by  reviewing  the  role  of  floating  exchange  rates  in 
macroeconomic  adjustment  over  the  1973-78  period. 

Floating  Rates  in  Principle 

The  role  of  floating  exchange  rates  can  best  be  seen  in  the  need  for  adj*;  :- 
ment  among  national  economies.  All  countries  are  continually  subjected  to 
shocks  that  lead  both  to  internal  imbalances  (exce«ive  or  deficient  utiliza- 
tion of  domestic  resources)  and  to  external  imbalances  (foreign  trade  or 
capiUl  flows  at  unsustainable  levels).  A  system  of  flexible,  market^leter- 
mined  exchange  rates  (or,  in  short,  "floating"  rates)  allows  more  automatic 
external  adjustment  than  a  system  of  fixed  parities,  and  thus  leaves  more 
scope  for  domestic  macroeconomic  policies  to  adapt  to  the  changing  re- 
quirements for  internal  balance. 

External  adjustment  occurs  as  exchange  rates  move  to  equilibrate  trade 
and  net  capiul  flow^.  More  precisely,  for  a  given  change  in  official  holdings, 
the  rate  will  move  to  a  level  that  either  brings  the  value  of  goods  and  ser\- 
ices  exported  and  iniported  into  balance  or  induces  changes  in  private  asset 
holdings  to  finance  the  discrepancy. 

The  equilibrating  mechanism  works  on  both  the  capiul  and  current  ac- 
counts. For  a  country  incurring  a  large  current  account  deficit,  the  currency 
depreciates  to  reduce  the  current  account  deficit  by  increasing  the  country  ^ 
price  competitiveness.  That  process,  however,  takes  time.  In  the  interim, 
currency  movements  will  induce  private  holden  of  wealth  to  accumulate 
the  countr)*s  ajwets  to  the  extent  necessar>-  to  finance  the  deficit. 

The  second  feature  of  an  idealized  system  of  floating  exchange  rates  can 
be  teen  as  a  consequence  of  the  first.  Because  floating  rates  tend  to  assure 
external  equilibrium,  countries  can  enjoy  greater  independence  of  macro- 
economic  policies  and  performance.  Under  a  regime  of  fixed  exchange  rates, 
the  extent  to  which  a  country's  macroeconomic  policies  could  diverge  from 
those  of  iu  trading  partnere  was  limited  in  imporUnt  ways.  Divergent 
policies  would  lead  to  trade  imbalances,  with  expansionary  countries  moving 
toward  deficit  and  restrictive  countries  toward  surplus.  There  was  no  auto- 
matic  mechanism  to  generate  the  needed  capiul  movemenu  to  support  the 
imbalances.  Indeed,  outflows  of  capiul  from  countries  pursuing  relatively 
expansionary  policies  to  countries  pursuing  restrictive  policies  sometimes 
exacerbated  disequilibria  in  overall  balance  of  payments  positions.  A  coun- 
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try's  freedom  to  engage  in  independent  macroeconomic  policies  was  thus 
constrained  by  its  capacity  to  absorb  or  lose  reserves. 

Under  a  floating  rate  regime,  however,  wide  divergences  of  macro* 
economic  policies  would,  in  principle,  be  possible.  For  those  countries 
pursuing  rapid  growth  through  expansionary  macroeconomic  policies  or 
those  accepting  high  inflation,  the  presence  of  a  depreciating  currency  would 
allow  the  balance  of  payments  to  remain  close  to  equilibrium. 

CfitiquiS  of  Floating  RaUs 

For  more  than  5  years  the  major  economies  have  functioned  under  a 
floating  rate  regime.  The  new  regime  has  been  successful  in  permitting  the 
industrial  economies  to  absorb  shocks  that  were  unprecedented  in  the  post- 
war period.  At  the  same  time,  overall  economic  performance  and  exchange 
market  behavior  have  been  much  less  satisfactory  than  was  expected,  leading 
many  to  wonder  whether  the  exchange  rate  regime  was  at  least  partly 
lesponsible  for  the  poor  performance. 

Critics  have  argued  that  floating  rates  have  had  four  failings:  they  have 
not  eliminated  balance  of  payments  disequilibria;  they  have  not  allowed 
the  degree  of  policy  independence  that  had  been  anticipated;  they  have 
proved  inflationary;  and  they  have  introduced  major  new  elements  of 
instability  and  uncertainty  to  financial  markets. 

First,  floating  rates  clearly  have  not  eliminated  current  account  surpluses 
and  deficits.  These  deficits  and  surpluses  have  not,  in  general,  fallen  from 
the  levels  of  the  late  1960s  and  early  1970s  and,  on  many  occasions,  some 
have  been  even  higher. 

Such  an  observation,  however,  docs  not  imply  a  failure  of  floating  rates 
to  {)erform  their  adjustment  function.  The  imbalances  that  have  occurred 
have  not  usually  resulted  from  floating  per  se,  but  from  the  greater  divergence 
of  macroeconomic  performances  and  from  the  exceptionally  large  shocks  to 
the  international  system,  such  as  OPEC  price  rises  and  large  increases  in 
agricultural  and  commodity  prices.  Exchange  rate  changes  have  generally 
responded  well  to  these  deficits  and  surpluses  and  have  helped  to  move 
economies  back  toward  external  equilibrium,  even  if  not  as  quickly  or  as 
fjnoothly  as  originally  hoped.  A  balance  of  payments  equilibrium,  more- 
over, does  not  necessarily  require  that  the  current  (or  trade)  account  should 
be  balanced,  only  ih^xi  the  current  or  trade  account  deficit  or  surplus  be 
willingly  finam  ed.  In  fact,  deficits  or  surpluses  on  current  account  may  well 
lepresent  the  equilibrating  counterpart  to  structural  or  ''autonomous" 
capital  inflows  or  outflows. 

[n  contrast,  during  the  final  yrari  of  the  Bretton  Woods  system,  balance 
of  payments  disequilibria  that  resulted  at  least  partly  from  divergent  macro- 
economic  performances  led  to  several  serious  and  protracted  balance  of 
payments  crises.  Normal  trade  and  investment  patterns  were  disrupted  as 
governments  responded  to  these  disequilibrium  situations  by  imposing  trade 
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tnd  MpiUl  controb  and  other  emergency  measures  before  they  were  finally 
fcNmd  to  change  their  exchange  rate  parities. 

A  Mcond  cause  ot  concern  exitts  because  floating  has  led  to  less  policy 
ind^;)endence  than  had  been  anticipated.  To  be  sure,  countries  have  been 
significantly  more  independent  than  in  prior  years,  especially  in  the  realm 
9l  monetary  policies.  A  good  example  lies  in  the  ability  of  Germany,  during 
the  early  phase  of  the  current  expansion,  to  pursue  a  relatively  restrictive 
moneury  policy,  while  that  of  the  United  States  was  relatively  expansionar)-. 

Although  independence  has  been  greater  than  with  fixed  rates,  it 
has  by  no  means  been  complete  under  floating.  There  have  been  obvious 
limitations  to  policy  flexibility,  partly  because  exchange  rate  changes  cannot 
iniukte  national  economies  from  their  partners'  performance  or  from  inter- 
national economic  shocks.  We  have  learned  that  in  an  increasingly  inter- 
dependent international  economic  system  floating  exchange  rates  do  not  free 
countries  from  the  effects  of  their  neighbors'  economic  policies  and  per- 
formances. Similarly,  countries  must  recognize  their  responsibility  to  act  in 
%vays  that  do  not  inflict  excessive  adjustment  cosU  on  others. 

The  third  major  criticism  of  the  floating  rate  system  has  been  that  it 
conuins  an  inflationa.  ^  bias.  Two  lines  of  argument  have  been  presented 
to  support  thU  view:  fint,  that  floating  generates  inflation  because  it  fails 
to  impose  needed  discipline  on  the  conduct  of  fiscal  and  monetary  policies: 
second,  that  because  of  asymmetries  and  ratchets  the  increased  inflationar>' 
preuures  associated  with  depreciation  are  not  matched  by  commensurate 
downward  price  pressures  in  countries  whose  exchange  rates  are  appreciate 
ing.  Thus,  it  is  argued,  the  net  effort  of  cxchanRe  rate  changes  is  inHationar>- 
for  the  world  as  a  whole . 

Neither  of  these  arguments  is  entirely  convincing.  Regarding  the  first 
argument— presumed  lack  of  discipline— it  is  imi>ortant  to  note  that  even 
without  external  pressures  there  are  clearly  powerful  internal  forces  which 
oppose  inflation.  Recent  experience  in  the  United  States  and  some  countries 
of  Europe,  where  large  current  account  deficits  and  currency  depreciations 
.have  led  to  quite  restrictive  economic  policies,  indicates  the  extent  to  which 
difficult  stabilization  policies  will  be  undcrUkcn  even  in  a  flexible  exchange 
rate  system. 

Moreover,  a  regime  of  fixed  rates  allo^^'S  inflation  to  spill  over  the  borden. 
Price  rises  originating  in  one  country  spill  over  into  other  countries  directly 
if  exchange  rate^  cannot  shift.  Indeed,  to  thr  extent  that  inflation  oiiirinat. 
ing  in  one  country  is  shared  by  others  when  exchange  rates  are  fixed,  disci- 
pline in  the  conduct  of  fiscal  and  monetary  policies  may  be  weaker  than 
under  floating  rates,  where  the  full  inflationary-  impart  of  inappropriate  pol- 
icies is  felt  domestically. 

The  evidence  to  support  the  second  argument— that  there  are  asym- 
metries in  the  effects  of  exchange  rate  changes  on  inflation— is  nn\ed.  While 
it  is  true  that  there  exists  considerable  evidence  of  increasing  downward 
rigidity  in  the  levels  of  prices  and  wages  in  a  number  of  countries,  there  is 
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no  comparable  evidence  that  rates  of  inflation  are  less  responsive  to  currency 
appreciation  than  to  depreciation. 

Finally,  factors  othsr  than  floating  exchange  rates  provide  a  more  com* 
pelling  explanation  for  the  high  and  persistent  inflation  in  the  industrial 
countries:  slower  productivity  growth^  excessive  demand  pressures,  external 
shocks  such  as  those  created  by  OPEC,  and  structural  changes  and  rigidities 
in  domestic  labor  and  product  markets. 

A  final  crilidsm  of  floating  has  been  that  it  induces  excessive  volatiUty 
in  exchange  rate  movcmenu.  Chart  11  presenu  the  path  of  the  trade- 
weighted  dollar  since  1970,  using  an  index  of  dollar  movements  against  the 
10  major  currencies,  and  1972-76  toul  multilateral  trade  shares  as  weights. 
In  addition  to  these  longer*run  swings  in  rates,  it  is  certainly  true  that  day- 
to-day  movements  in  exchange  rates  have  been  larger  in  the  float  than  in  the 
preceding  Bretton  Woods  era.  It  is  difficult  to  determine  whether  these 
movements  have  been  excessive.  In  a  fixed  rate  system  such  as 
Bretton  Woods,  day-to-day  variability  is  sharply  reduced  by  the  active 
intervention  of  central  banks  to  keep  the  rate  within  a  narrow  range.  Fur- 
thermore, for  as  long  as  the  range  remains  credible,  private  actions  tend  to 
keep  the  rate  within  the  range  whenever  transient  factors  lead  to  a  rate 
movement  to  the  upper  or  lower  limit.  Day-to*day  variability  is  thus  largely 
eliminated.  On  the  other  hand,  the  fixing  of  exchange  rates  while  economic 
conditions  are  changing  makes  it  likely  that  exchange  rates  will  increasingly 

Chart  11 
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diverge  from  JeveU  that  would  be  consistent  with  underlying  economic 
facton.  Eventually  the  credibility  of  the  range  is  challenged  by  market  par- 
ticipants, and  potentially  disruptive  speculative  atUcks  can  then  occur  until 
rates  are  forced  to  new,  more  appropriate  levels. 

In  a  floating  rate  system,  day-to-day  variability  of  exchange  rates  is  inevi- 
Uble  as  market  participants  respond  to  new  information  about  economic 
developments  that  alters  their  perceptions  about  appropriate  exchange 
rate  patterns.  Indeed,  these  day-to-day  movements  in  principle  constitute 
the  means  of  accomplishing  longer-run  adjustment  of  exchange  rates  to 
changing  economic  circumsUnces.  This  fundamental  role  of  exchange  rate 
movements  raises  the  question  whether  the  observed  short-run  variabUity  of 
exchange  rates  has  been  larger  than  was  required  to  allow  the  necessary 
medium-term  flexibil.ty.  This  question  is  complex  and  has  not  been  thor- 
oughly addressed.  A  preliminary  examination  of  recent  experience  and 
related  studies  by  the  Council  of  Economic  Advisers  has  uncovered  mixed 
evidence.  In  some  cases,  short-run  variability  over  the  last  5  yean  has  been 
broadly  commensurate  with  longer-run  changes,  while  in  other  cases  short- 
run  changes  have  been  less  than  might  be  consistent  with  the  longer  run.  No 
cases  of  persistent,  excessive  volatility  were  found. 

There  is  a  sens;  in  which  the  floating  rate  system  itself  may  have  led  to 
excessive  volatility— through  the  relaxed  constraints  on  macroeconomic 
behavior.  As  noted  above,  a  floating  rate  system  allows  greater  divergence 
in  macroeconomic  experience.  Unfortunately,  when  greater  scope  for 
divergent  policies  and  performance  is  allowed,  market  uncertainty  about 
appropriate  exchange  rates  is  also  increased.  The  uncertainty,  in  turn,  can 
cause  market  exchange  rates  to  move  in  an  erratic  and  disorderly  fashion 
as  market  participants  react,  and  overreact,  to  transitor)-  bits  of  information 
and  rumors. 

Greater  exchange  rate  noise  and  uncertainty  are  among  the  costs  of  a 
floating  rate  system.  .Achievement  of  greater  stability  in  exchange  rate 
markets  is  dependent  on  the  closer  and  more  effective  coordination  of  macro- 
economic  policies  among  rountries  and  on  the  continuing  efforts  of  each 
country  to  sustain  macroeconomic  policies  that  are  consistent  with  internal 
and  external  adjustment. 

In  general,  however,  the  evidence,  although  not  conclusive,  does  indi- 
cate  that  floating  has  .vorked  uell  over  the  long  run.  especially  consider- 
mg  the  magnitude  of  the  shocks  to  the  mternational  financial  system.  In 
fact,  given  these  shocks,  it  is  not  Jear  that  any  system  other  than  generalized 
floating  would  have  been  viable  during  the  period.  Exchange  rate  move- 
ments,  while  largo,  have  broadly  responded  to  economic  fundamentals, 
have  facilitated  adjustment,  and  have  tended  to  move  the  system  towaid' 
rather  than  away  from  greater  stability.  If  exchange  rates  are  at  present  too 
volatile  for  some  countries,  steps  to  increase  the  coordination  of  macro- 
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economic  policies  could  be  helpful.  Recognition  of  the  current  level  of 
interdependence  through  improved  coordination  across  countries  may  help 
to  bring  greater  stability  to  the  foreign  exchange  markeu  as  well  as  to  pro- 
vide an  international  environment  that  is  favorable  to  domestic  policy  goals. 

IMPORTANT  1978  DEVELOPMENTS 

The  summer  and  fall  of  1977  marked  the  beginning  of  a  protracted  fall 
in  the  value  of  the  dollar  and  an  increase  in  the  day«to-day  volatility  of 
exchange  rates  in  general.  Both  of  these  trends  continued  through  U.c  first 
3quartenof  1978. 

The  VariabilUy  of  Exchange  Rates  and  Depreciation  of  the  Dollar 

The  extent  of  exchange  rate  variability  can  be  seen  in  the  average  day-to- 
day  change  of  major  currencies.  In  general  the  daily  variation  in  exchange 
rates  decreased  between  1973  and  1975,  remained  comparatively  small  from 
1975  to  about  the  middle  of  1977,  and  then  increased  markedly  in  the  sec- 
ond half  of  1977  and  in  1978  (Chart  12). 

The  decline  in  vJuriability  from  1974  to  the  197S-77  period  is  probably  due 
to  a  lessening  of  shocks  to  the  world  economy  and  the  gradually  growing 
ability  of  market  participants  to  work  with  a  regime  of  floating  rates.  The 
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•ource  of  the  ludden  incmse  since  late  19/7  is  lets  clear.  Only  to  a  small  ex- 

^J^'  u  "^^l^'T^  '°"'P"»«'  variability  is  «>mewhat 

•mphfied  when  the  level  of  the  exchange  rate  is  moving  sharply  in  one  dircc- 
rather  than  fluctuating  around  a  steady  trend.  A  more  plausible  explana- 
tton  wa,  the  heightened  uncerUinty  about  the  dollar's  future  equilibrium 
kvel  m  view  of  the  growing  current  account  deficit,  a  subsequent  accelera. 
tnm  .n  ,nflat.on  m  the  Un  States,  and.  for  a  time,  uncertainty  about  the 
retponse  of  U.S.  economi.        .es  to  these  developments. 

°^       "^^''^  '  "  '°  "''•"8*  dramatically  in  late  1977. 

Chart  II  shows  the  trade-weighted  value  of  the  dollar  against  the  major 
currencies  for  1970-78.  Two  distinct  periods  can  be  identified  during  the 
recent  experience.  From  September  1977  through  March  1978  the  dollar 
fell  by  87  percent  on  a  weighted  average  basis  against  other  currencies. 
Dunng  th,s  pcnod  the  markets  tended  to  focus  on  the  rapid  widening  of  the 
U.S.  trade  and  current  account  deficits  and  their  expected  persistence.  Even 
though  a  substantial  portion  of  the  deficiU  could  be  accounted  for  by  the 
cycbcal  position  of  the  United  States  relative  to  its  major  trading  partnen. 
grov/th  forecasts  suggested  that  this  cyclical  divergence  would  not  soon  be 
eliminated. 

After  a  brief  period  of  leveling  off  in  April  and  May  1978,  a  second  dollar 
dechne  began  in  early  June  and  carried  through  until  the  end  of  October. 
Some  part  of  this  renewed  decline  can  be  accounted  for  by  the  acceleration 
and  persistence  of  inflation  in  the  United  States,  which  aroused  much  con- 
cern in  international  financial  f  ircles  From  a  purely  technical  point  of  view, 
this  IS  not  a  sufficient  explanation,  however,  since  the  inflation  rate  in  the 
United  States,  while  substantially  higher  than  that  in  Germany. .Switzerland, 
and  Japan,  was  not  much  hii?her  than  the  average  level  among  all  our  major 
trading  partners  And  the  parallel  shift  m  interest  rate  differentials  in  favor 
of  the  dollar  was  more  than  sufficient  to  offset  the  change  in  underlying  in- 
flation  in  the  United  States.  Finally,  the  dollar's  fall  came  in  the  face  of 
increasing  evidence  that  the  U.S.  current  account  position  was  improvine 
markedly. 

By  the  end  of  October,  then,  there  was  consid'-rable  evidence  that  the 
primar)'  reason  for  the  dollar's  fall  ^sas  the  uncertainty  in  foreign  exchange 
markets.  Little  attention  was  paid  to  the  anti-inflation  message  on  Octo- 
ber 24.  Market  participants  continued  to  shift  out  of  dollars  despite  an  appar- 
ent consensus  of  market  expectations  that  the  dollar  was  under\alued  from  a 
long-run  ,x>int  of  view.  Almost  all  market  participants  commenting  in  the 
press  or  m  dis.  ussior.s  during  the  fall  of  1978  expected  an  eventual  turn- 
around of  the  dollar  Only  the  timing  and  the  duration  of  the  expected 
recovery  were  uncertain.  Market  participants,  however,  were  highly  uncer- 
Uin  alu  ut  th<-  future  curse  of  U.S.  marroeronori.ic  ,)olicv,  and  this  uncer- 
Uinty encouraijeci  shifts  out  of  dollars  because  it  made  the  dollar  a  riskier, 
and  hence  less  attractive,  asset. 


ERIC 


52 


THE  NOVEMBER  1  INITIATIVE 

On  Ncnwiber  1  the  Administration  and  the  Federal  Reserve  imple* 
mented  a  strong  dollar  support  program.  Its  basis  was  the  judgment  that, 
whereas  some  of  the  earlier  1977-78  dollar  decline  had  been  necessary  to 
correct  the  external  disequilibrium,  the  continued  decline  of  the  dollar  had 
become  disorderly  and  was  not  justified  by  fundamental  economic  condi* 
tions.  On  the  contrary,  all  the  econometric  evidence,  the  government  fore- 
casts, and  the  private  forecasts  indicated  that  the  U  S.  current  account 
deficit  was  likely  to  narrow  sharply  in  1979.  Indeed,  it  had  already  fallen 
from  the  levels  reached  in  the  first  half  of  1978. 

The  dollar  depreciation  from  September  1977  through  the  summer  of 
1978,  combined  with  U.S.  economic  policies  recently  put  in  place — the 
National  Energy  Act,  a  new  national  export  policy,  the  shift  toward  more 
restrictive  monetary  and  fiscal  policies,  and  the  other  elements  of  the  anti- 
inflation  program — was  thought  likely  to  be  cflFective  in  slowing  inflation 
at  home  and  bringing  about  a  more  appropriate  external  balance.  Further 
dollar  depreciation,  especially  that  induced  not  by  fundamental  economic 
factors  but  by  uncertainty  about  future  exchange  rates  or  policies,  was 
therefore  unnecessary  for  adjustment  and  would  have  led  to  a  misalloca- 
tion  of  resources  at  home  and  abroad,  possibly  even  to  serious  instability  in 
the  financial  system.  Such  movements  would  have  added  further  to  U.S. 
inflationary  pressures  and  thus  harmed  the  prospects  for  the  anti-inflation 
program.  They  could  also  create  the  kind  of  instabilities  in  exchange  mar- 
kets that  could  threaten  economic  prospects  in  other  countries. 

In  the  light  of  these  considerations,  the  United  States  announced  a  dollar 
support  package  that  contained  two  parts.  First,  the  United  States  mobilized 
$30  billion  in  resources  as  its  share  of  a  joint  intervention  program  with  Ger- 
many, Japan,  and  SwitTtrland.  Second,  the  Federal  Reserve  tightened 
domestic  monetary  policy  by  raising  the  discount  rate  from  8/2  to  9/2  per- 
cent and  by  imposing  a  2  percent  supplementary  reserve  requirement  on  large 
time  deposits.  The  Federal  funds  rate  also  rose  from  9%  to  9^8  percent  on 
November  1 

The  $30-billion  intervention  package  comprised  several  different  items: 

(1)  the  Treasury's  drawings  on  our  International  Monetary  Fund  reserve 
position  of  $2  billion  and  $1  billion  in  Dcutschemarks  and  yen  res[)ectively; 

(2)  the  Treasury's  sales  of  a  total  of  $?  billion  of  special  drawing  rights  to 
Germany,  Japan,  and  Switzerland;  (3)  a  doubling  of  the  Federal  Reserve 
swap  lines  with  Germany,  Japan,  and  Switzerland— to  $6  billion,  $5  billion, 
and  $4  billion  respectively;  and  (4^  the  Treasury's  commitment  to  issue 
up  to  $10  billion  in  foreign  <  urrency  denominated  securities  in  foreii^n  private 
markets. 

The  markets  respondetl  favorably  to  the  dollar  su[)[)ort  |)olicy  By  the  end 
of  the  first  week  of  the  proii^rarTi,  the  trade-weii^hted  dollar  was  7.7  |>ercent 
higher  than  it  had  been  at  its  low  \Hnni  at  the  dose  of  business  on  Oi  tober 
30.  By  November  30  it  had  risen  an  additional  2.4  percent;  and,  while  some 
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dtclinet  occurred  in  December  and  early  January—principally  with  the 
newt  of  the  OPEC  price  increases  and  the  instabilities  in  Iran— by  the  mid- 
dk  o(  January  it  was  again  roughly  7.7  percent  above  iu  October  low.  Thus 
the  foreign  exchange  markets  at  the  beginning  of  1979  were  clearly  in  a  dif- 
ferent condition  from  what  they  were  in  the  summer  and  fall  of  1978.  The 
one-way  speculation  had  largely  ended,  and  economic  fundamenuls  ap- 
peared to  be  much  more  imfK>rtant  market  factors  than  they  had  been  2  or 
3  months  before.  Market  participants,  who  had  been  primarily  concerned 
about  preventing  further  foreign  exchange  losses  and  uncertain  about  the 
specific  timing  of  an  expected  dollar  upturn,  were  now  taking  a  more 
healthy  wait-and-see  attitude  about  the  future  course  of  market  funda- 
mentals. The  November  I  action,  bolstered  by  the  greater  certainty  that  it 
generated,  appears  to  have  achieved  its  basic  purpose.  In  the  period  ahead 
the  value  of  the  dollar  should  depend  on  sustained  progress  in  the  U.S. 
trade  and  current  accounts  and  on  the  success  of  the  new  anti-inflation  pro- 
gram, rather  than  on  the  level  of  market  uncertainty. 

While  the  dollar's  decline  in  the  fall  of  1978  wa^  an  instance  of  a  mal- 
functioning of  exchange  markets,  the  overall  history  of  exchange  r?tes  in 
recent  vears  does  not  suggest  that  such  malfunctions  are  chronic.  Rather, 
they  are  teniiKirary  but  acute  svTnptoms  that  are  most  likely  to  de^^!op  when 
general  macroeconomic  conditions  are  diverging,  or  in  transition,  thereby 
generating  greater  uncertainty  about  future  economic  conditions  and  poli- 
cies and  an  inrroased  dispersion  in  expectations  about  future  excliange  rates. 
ConvTrseiy,  as  general  macroeconomic  conditions  and  policy  directions 
become  better  established,  exchange  markets  can  be  expected  to  perform 
more  smoothly  tlrlr  function  of  adjustini^  rate  levels  to  such  economic 
divergences  as  remain  between  countries.  Such  a  calming  of  exchange 
markets  rnay  take  time  and  i  ay  require  considerable  further  efforts  toward 
coordinatinc^  nuu  roet  onomir  poli(  les  ;u  rc>*.s  countries.  Excessive  market 
tcnsitivity,  built  up  durini?  periods  of  disorderiy  movement,  is  likely  to  induce 
continued  higher  than  normal  variability  in  rate  movements  until  accumu- 
lated evident  e  of  irrratrr  undeHvuic:  stahilitv  t)eronit>  firmlv  established. 

THE  EUROPF..AN  MONET.ARY  SYSTENt 

The  rnoMihers  of  the  European  Krononnc  Conimimltv  reached  agreement 
on  a  new  Euro|>ean  Monetar>'  System  expected  to  be  implemented  in 
1979.  The  development  of  this  system  is  consistent  with  the  Community's 
continued  rfTorts  to  work  toward  nnomir  and  political  unification  a-.d  with 
its  members*  concern  about  the  negative  effects  on  economic  activity  and 
investment  of  what  thev  consider  increasingly  excessive  and  unnecessary 
volatility  in  exchani^e  rates 

In  the  short  run  this  new  airreement  amounts  to  adding  France,  Ireland, 
and  Italy  to  the  Snake  arranj^enirnt  of  the  Benelux  nations.  Denmark,  and 
West  (;ernian\.  \Mth  Norway  droppi:.^  uiit  1  here  will  he  expanded  credit 
arrani^enients  and  im  reased  mari^ins  anuind  parity  changes  (up  to  6  percent 
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for  new  members)  as  %vtll  as  greater  flexibility  for  parity  changes.  The 
United  Kingdom,  which  initially  will  participate  in  only  part  of  the  systeiHi 
may  become  a  full  member  later  in  1979.  The  European  Monetary  System 
is  considered  by  many  participants  to  be  an  important  step  toward  a  full* 
Hedi^  monetary  union  of  the  European  Community  countries,  with  fixed 
exchange  rates,  a  European  Currency  Unit  for  use  as  a  numeraire  as  well  as 
for  intra-Community  central  bank  settlements,  and  a  European  Monetary 
Fund  with  comprehensive  credit  facilities. 

In  the  early  part  of  its  existence,  any  system  of  fixed  exchange  rates  must 
concern  itself  with  the  establishment  of  consistent  rate  patterns  and  adjust* 
inent  mechanisms.  Otherwise,  whenever  rate  patterns  or  fundamental 
economic  conditions  appear  unsustainable,  market  participants  are  likely 
to  test  the  weakest  and  strongest  currencies.  Judging  from  past  efforts,  gov* 
ernmcnts  can  sometimes  forestall  such  attacks  by  judiciously  adjusting  cen- 
tral rates  when  economic  conditions  warrant  such  action.  The  adjustment  of 
central  rates,  however,  cannot  be  too  frequent,  for  then  future  changes 
would  tend  tp  become  anticipated  by  the  market,  and  the  self-stabilizing 
property  of  the  system — which  is  its  major  benefit — would  be  dissipated. 
On  the  other  hand,  if  rate  adjustments  become  too  infrequent,  funda* 
tnental  disequihbria  will  become  so  large  as  to  attract  massive,  and  success* 
fuK  speculative  attacks. 

To  maintain  a  fixed-margin  arrangement,  therefore,  it  is  necessary  to 
forestall  situations  in  uhich  central  rates  cease  to  be  credible  and  to  do  this 
hy  working  actively  toward  convergence  of  macroeconomic  conditions  and 
policies.  For  the  countries  of  the  European  Monetary  System,  this  necessity 
is  clearly  rerognized.  Indeed,  to  some  extent  the  European  Monetary  System 
was  regarded  as  an  instrument  for  achieving  precisely  this  sort  of  conver- 
gence. Its  success  will  depend  in  the  shorter  run  on  its  flexibility,  the  viability 
of  its  I  red  it  arrangements,  and  the  eventual  full-time  membership  of  all 
Community  members,  and  in  the  longer  run  on  the  convergence  of  member 
c  ountries*  macroeconomic  policies  and  economic  conditions. 

THE  CHANGING  ENVIRONMENT  OF  WORLD  TRADE 

Until  recently,  the  postwar  period  has  been  one  of  very  high  growth  of 
national  economies  and  improved  living  standards.  One  of  the  major  sources 
of  this  vitality  has  been  the  progressive  dismantling  of  trade  barriers.  Each  of 
the  three  major  industrial  rejgions  (North  America,  Europe,  and  Japan)  has 
experienced  increased  trade  flows.  This  increase  is  due  in  large  part  to  the 
vision  of  those  who  built  the  Common  Market,  progressively  opened  up  the 
Japanese  rconomy,  and  sustained  the  Kennedy  Round  of  multilateral  tariff 
reductions. 

During  the  last  decade,  however,  movement  toward  increased  compcti* 
tion  in  international  markets  has  flagged,  indeed  since  1974  there  has  been 
some  regression  in  trade  iwlicies.  In  response,  the  United  States,  along  with 
governments  of  other  major  industrial  countries,  has  corr  mitted  itself  to  pro- 
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moting  free  trade  and  reducing  protectionist  pressures  around  the  world. 
The  aims  of  U.S.  trade  policy  are  to  enable  the  United  Sutcs  and  other 
•conomiet  to  benefit  from  the  mott  efficient  allocation  of  worldwide  re* 
sources  and  to  channel  U.S.  resources  into  sectors  of  comparative  advantai^e. 
In  1978  the  major  activities  of  U.S.  policy  makers  in  this  area  involved  the 
Multilateral  Trade  Negotiations  in  Geneva,  the  determination  of  domestic 
trade  policy,  and  the  development  of  the  President's  National  Export  Policy. 

In  recent  yean  the  growing  economic  interdependence  in  the  international 
community,  along  with  an  increasing  incidence  of  shocks  and  resulting  ad- 
justment policies,  has  led  to  an  increasing  number  of  trade  problems  around 
the  world  and  consequently  to  more  cases  of  overt  or  indirect  protection  and 
reaction.  These  trade  problems  and  increasing  protectionist  pressures  have 
several  causes:  the  emergence  of  newly  industrialized  nations  who  are  com- 
peting to  gain  an  increasing  proportion  of  the  export  market  for  industrial 
goods;  the  development  of  long-term  structural  problems  in  several  sectors, 
resulting  from  shifts  in  the  pattern  of  w^rld  consumption  and  production; 
the  appearance  of  significant  current  account  deficits  after  the  oil  price  in- 
crease  in  1973;  greater  skepticism  about  the  functioning  of  the  international 
trading  system;  and,  above  all,  the  recession,  stagnant  domestic  markets,  and 
associated  high  levels  of  unemployment  since  1974.  Accordingly,  individual 
nations  have  taken  several  measures — including  safeguard  actions  (protect- 
ing  domestic  industry  against  injury  from  imports),  antidumping  proceed- 
ings,  and  actions  to  offset  export  subsidies.  These  policies  have  been  con- 
centrated in  certain  industrial  sectors,  particularly  textiles,  automobiles,  steel, 
and  shipbuilding. 

THE  MULTILATERAL  TRADE  NEGOTIATIONS 

The  Administration,  in  conjunction  with  its  major  trading  partners  and 
numerous  developin,^  nations,  is  committed  to  resolving  these  trade  problems 
through  the  Tokyo  Round  of  the  Multilateral  Trade  Negotiations.  The  goals 
of  these  multilateral  negotiations  have  been  to  relax  tariff  and  nontanff 
barriers  to  trade,  to  fonnulate  rules  for  trade  and  codes  of  fair  cr  duct,  to 
develop  effective  mechanisms  for  settling  disputes,  and  to  allow  .  tions  to 
benefit  from  sf)rcialization  without  unduly  losing  control  over  the  growth 
patterns  of  their  own  economies. 

By  the  end  of  1978  these  goals  seemed  close  to  achievement  when  signifi- 
cant agreement  was  rearhrd  on  the  reduction  of  mo^t  of  the  tnriflT  and 
nontanff  barrien  to  trade.  The  trade  package  (still  subject  to  final  agree- 
ment in  early  1079  and  to  legislative  approval  later  in  the  year)  includes 
codes  on  subsidies,  trovcrnnient  procurement,  standards,  customs  valuation, 
and  licensing  It  also  includes  a  package  of  tariff  cuts  by  the  United  States, 
with  reciprocal  ruts  from  our  trading  partners.  The  U.S.  cuts  are  projected 
to  averaq,-  abfujt  10  t>er(  ent  In  addition,  notrotiatnrs  a^jrerd  to  remove  sev- 
eral particularly  burdensome  industrial  and  agricultural  nontariff  barriers. 
And  finally,  the  trade  parkaire  provides  measures  to  improve  the  General 
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Agreement  on  Tariffs  and  Trade  (GATT)  framework  for  dealing  with  agri- 
cultural trade  issues,  trade  with  developing  countries,  balance  of  payments 
measures,  export  restrictions,  and  the  general  management  of  trade  disputes. 

Among  the  most  signiflcant  areas  of  agreement  for  U.S.  trade  interesH 
are  the  codes  on  safeguards,  on  subsidies  and  countervailing  dutieSi  and  on 
government  procurement.  The  safeguards  code  ensures  that  countries  will 
observe  international  trading  rules  as  set  forth  in  the  revised  GATT  Article 
XIX  when  they  restrict  imports  of  particular  products  in  order  to  afford 
temporary  relief  to  domestic  producers  from  injurious  foreign  competition. 
This  revised  article  provides  for  a  broad  coverage  of  trade  policies,  improved 
criteria  and  conditions  for  taking  safeguard  action,  more  openness  and  due 
process  in  domestic  safeguard  procedures,  and  better  international  surveil- 
lance. There  is  also  likely  to  be  some  scope  for  selective  action  when  an 
injury  can  be  ascribed  to  imports  from  particular  countries.  Such  selectivity 
would  be  subject  to  consultation  and  negotiation  with  the  affected  countries 
and  to  surx-eillance  by  a  GATT  committee  of  representatives  from  each  of 
the  signatories. 

The  agreement  on  subsidies  and  countervailing  duties  will  limit  trade- 
distorting  subsidies,  and  wilt  enunciate  more  clearly  a  country's  right  to 
take  counteractions  against  such  practices.  Export  subsidies  will  be  defined 
mo.T  broadly  than  they  have  been  in  the  past  (for  example,  they  can  exist 
even  if  the  domestic  price  and  export  price  are  the  same)  ;  they  must  be 
imposed  and  regulated  with  greater  ''transparency*'  (that  is,  so  that  they 
arc  more  visible  to  the  domestic  and  foreign  public)  ;  they  will  be  prohibited 
on  primary*  mineral  products  and  nonprimary  products;  and  their  use  for 
agri(  ultural  produc  ts  uill  require  greater  discipline.  In  addition,  signatories 
will  agree  to  consider  the  impact  on  their  trading  partners  when  using 
economic  subsidies  in  general.  Countermeasures  can  be  imposed  if  a  subsidy 
causes  injury  to  domestic  producers,  the  impairment  of  benefits  from  GATT 
concessions,  or  serious  prejudice  to  other  signatories  (if,  for  example,  it 
reducrs  a  nation's  expected  benefits  from  international  agreements).  This 
particular  code  will  be  enforced  through  a  tightly  controlled  process  for 
settling  disputes  (the  recommendations  of  the  international  committee  must 
be  reported  within  120  days  of  a  complaint). 

The  government  procurement  code  is  intended  to  reduce  the  scope  for 
discrimination  against  foreign  suppliers  when  governments  purchase  articles 
for  their  own  use.  It  entails  agreement  on  greater  transparency  in  the  bid* 
ding  and  awarding  of  government  contracts  for  purchases  of  goods;  and| 
since  the  elimination  of  all  discrimination  is  unlikely,  it  also  requires  agree* 
mem  about  the  official  entities  that  would  be  covered  by  the  code.  The  latter 
problem  is  particulariy  difficult  since  many  of  the  entities  which  are  private 
in  the  United  States  are  governmental  in  many  foreign  countries. 
Nevertheless  significant  reduction  of  discrimination  in  government  procure- 
ment, subject  to  settlement  of  disputes  by  an  international  panel,  should 
be  achieved. 
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Taken  together,  the  tentative  agreenieoU  reached  in  the  Tokyo  Round  of 
the  Multilateral  Trade  Negotiations  represent  significant  progress  in  our 
continuing  efforts  to  reduce  barriers  to  international  commerce  and  to 
strengthen  and  expand  international  trading  rules,  and  they  should  con* 
tribute  to  an  increase  in  trade  and  nvestment  around  the  world.  This  agree* 
ment  represents  the  first  time  since  the  1960s  that  the  international  com- 
munity has  reduced  the  barriers  to  trade  across  such  a  broad  spectrum  of 
tariff  and  nontarifT  measures.  For  the  United  States  in  particular,  the  lower- 
ing of  our  own  import  barriers  should  help  reduce  inflationary  pressures  by 
increasing  the  competitiveness  of  imports  and  of  import-competing  prod- 
ucts. At  the  same  time,  our  export  capabilities  will  receive  a  boost  through 
the  lowering  of  both  tariff  and  nontarifT  barriers  in  our  major  export 
markets. 

U  S  DOMESTIC  TRADE  POLICY 

Despite  increasing  trade  problems  and  pressures  for  protectionist  trade 
policies  around  the  world,  the  Administration  remains  committed  to  a  free 
and  open  trading  system  In  many  highly  concentrated  domestic  industries, 
foreign  competition  helps  prevent  market  power  from  becoming  excessive. 
Nevertheless  cases  occur  from  time  to  time  where,  under  U.S.  law,  import 
relief  is  necessary:  where  injury  exists,  where  imports  are  the  major  cause 
of  injury,  and  where  such  temporary  actions  can  contribute  to  adjustment. 

In  1978  the  International  Trade  Commission  investigated  petitions  for 
import  relief  by  over  30  industries,  covering  imports  valued  at  over  $2  billion. 
The  International  Trade  Commission  recommended  increased  protection  in 
the  form  of  tariffs  or  quantitative  restrictions  on  more  than  $1.3  billion  of 
trade  in  such  goods  as  stainless  steel  flatware,  high-carbon  fcrrochrome, 
CB  radios,  refined  copper,  industrial  fasteners,  and  bicycle  tires  and  tubes. 
Relief  was  ccranted  in  escape  clause  cases  involvins^  approximately  $750  mil- 
lion in  imports  (for  example,  CB  radios,  high-carbon  ferrochrome,  and 
industrial  fasteners)  In  these  ca^es  the  Administration  decided  in  favor  of 
import  relief  because  it  would  aid  substantially  in  the  development  of  more 
efficient  industries,  and  because  the  diiect  benefits  of  relief  were  sufficiently 
high  to  outweigh  the  costs  to  consumers  and  other  sectois  of  the  ccononn. 

THE  NATIONAL  EXPORT  POLICY 

Faced  with  the  large  external  deficit  and  the  need  for  action,  the  Admin- 
istration felt  that  inenMsinc;  U  S.  exports  could  he  a  wihiahle  way  to  mo\c 
toward  adjustment  In  the  light  of  the  weak  dollar,  the  deteiioiating  posi- 
tion  of  U.S.  manufactured  exports,  and  the  low  profile  accorded  export 
efTorts  in  the  United  States,  the  Administration  announced  the  National 
tx[)ort  Policy  on  September  26,  1978  This  National  Export  Policy,  in  con- 
junction with  the  successful  com  luslon  of  the  Multilateral  Trade  Nepotia- 
fioris.  will  ensure  a  stroni;  export  industr>  and  an  en\ironnient  foi  fair 
competition  from  iin|x>rtsfur  tfie  ^)eri(xl  ahead 
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Before  1976  the  largest  U.S.  trade  deficits  for  a  full  year  were  the  $5.3- 
billion  deficit  in  1974  and  the  |6.4-billion  deficit  in  1972.  In  comparison,  the 
trade  deficits  in  1976,  1977,  and  1978  were  $9  billion,  $31  billion,  and  an 
estimated  $35  billion  respectively.  The  U.S.  share  of  total  manufactured 
exports  of  15  industrial  countries  fell  from  almost  30  percent  in  the  late 
19505  to  19.2  percent  in  1972.  It  rose  to  21.1  percent  in  1975  but  has  de- 
clined steadily  since  th^n,  falling  to  18.9  percent  by  the  first  quarter  of  1978, 
ihe  lowest  since  mid- 1972  (Chart  13). 

The  outlook  for  1979  and  the  early  1980s  is  much  brighter.  U.S.  exports 
of  manufactured  goods  have  already  shown  a  strong  turnaround  in  1978. 
I'his  improvement,  and  the  favorable  outlook,  derive  from  several  factors. 
Firsts  some  of  the  trade  deficit  can  be  explained  by  our  faster  growth  com« 
pared  to  that  of  our  major  trading  partners.  As  their  growth  rates  abroad 
increase  in  relation  to  oun,  in  accord  with  recent  trends  and  commitments 
made  at  the  Bonn  Summit,  our  exports  should  increase  relative  to  our  im« 
ports.  Second,  the  depreciation  of  the  dollar  over  the  last  18  months  will 
provide  a  continuing  spur  to  exports  in  the  coming  years.  Third,  by  reduc- 
ing inflationary  pressures,  the  .\dministration's  anti-inflation  program  will 
improve  our  international  competitiveness,  increasing  our  exports  and  re- 
ducing our  imports.  Fourth,  the  successful  conclusion  of  the  Multilateral 

Chart  13 

U.S.  Share  of  Fifteen  Industrial 
Countries'  Exports  of  Manufactured  Goods 

30  ~   " — 1 
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Trade  Negotiations  in  Geneva  will  reduce  Uriff  and  nontariff  barriers  in  our 
export  markets  and  should  improve  our  export  capabilities. 

Finally^  the  Administration  has  committed  itself  to  a  stronger  emphasis 
on  foreign  markets  for  U.S.  goods  by  developing  the  National  Export  Policy. 
This  policy  includes  the  following  major  provisions:  an  increase  in  the  size 
and  the  flexibility  of  the  Eximbank's  activities;  a  commitment  from  the 
Small  Business  Administration  to  channel  up  to  $100  million  of  its  loan 
guarantees  to  small  export  businesses;  an  earmarking  of  $20  million  of  the 
Ck>mmercc  and  State  Departments'  budgets  to  assist  small-  and  medium- 
sized  businesses  in  their  marketing  efforts  abroad;  an  increase  in  the  level 
of  short-term  agricultural  export  credits  by  almost  $1  billion;  and  a  de- 
cision to  ask  the  Justice  Dcpartnjent  to  clarify  ambiguities  about  the  en- 
forcement of  the  Foreign  Corrupt  Practices  Act  and  the  international  appli- 
cation of  our  antitrust  laws. 

Perhaps  the  most  important  contribution  the  Federal  Government  can 
make  to  improving  our  trade  position  is  to  assure  a  more  sensible  regulatory 
environment.  Too  frequently,  obstacles  to  production  or  investment  have 
raised  domestic  costs  or  encouraged  imports.  If  agencies  are  required  to  take 
into  account  the  effects  on  trade  and  other  cosU  of  regulations,  greater  scope 
can  exist  for  competitive  forces,  thereby  allowing  domestic  producers  to  gain 
a  greater  share  of  domestic  and  foreign  markets. 
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THE  MORAL  PURPOSES  AND 
PHILOSOPHICAL  BASES  OF 
AMERICAN  FOREIGN  POLICY' 


by  Paul  Seabury 

Jacob  Burckhardt,  dealing  with  morality  and  politics  in  his  CMliza- 
lion  of  the  Renaissance  in  Italy,  wrote:  "We  must  leave  those  who 
find  pleasure  In  passing  sweeping  censures  on  whole  nations,  to  do 
so  as  they  like.  ...  A  great  nation,  interwoven  by  its  civilization, 
its  achievements,  and  its  fortunes  with  the  whole  life  of  the  modern 
world,  can  afford  to  ignore  both  its  advocates  and  its  accusers.  It 
lives  on  with  or  without  the  approval  of  theorists." 

Would  a  Burckhardt  made  familiar  with  the  qualities  of 
our  lale-lwenlielh-cenlury  world  find  this  observation  applicable  to 
contemporary  America?  We  can  view  his  proposition  skeptically. 
Ideas  and  perceptions  now  pass  through  open  societies  with  swift- 
ness and  intensity.  Now,  our  intellectual  class  increases  in  numbers 
while  claiming  final  judgment  on  the  character  of  our  nation  and 
its  conduct.  Its  approval,  or  the  withholding  of  it,  can  have  a  great 
effect  upon  national  policies.  In  free  societies  it  exercises  an  au- 
thority it  never  before  possessed.  The  qualities,  purposes  and  actions 
of  our  civilizalion  are  open  to  its  scrutiny  and  subject  to  its  judg- 
ment. Ideas  cannot  be  ignored. 

In  the  American  Bicentennial  year,  to  face  once  more  the 
question  of  morality  and  U.S.  foreign  policy  is  to  engage  in  d6ji  vu 
adventure  —  like  rummaging  through  a  family  attic  piled  high  with 
boxes  of  old  letters.  Quarrels  over  this  matter  span  our  national 
history,  which  is  odd,  considering  both  the  changes  in  the  nature 
of  our  society  and  the  even  more  dramatic  changes  in  America's 
relationship  to  the  outside  world.  The  cast  of  characters  alters; 
themes  remain  constant. 

Something  else  is  odd  about  this.  A  concern  about  the 
relation  between  morals  and  politics  is  not  uniquely  American.  But 
few  other  nations  take  philosophic  purpose  in  foreign  affairs  as 

Paul  Seabury  is  Professor  of  Political  Science,  University  of  California  at  Berkeley, 
and  a  National  Board  Member  of  Freedom  House.  He  is  the  author  of  Power, 
Freedom  and  D/p/omacy  (Random  House,  19631  and  The  Rise  and  Decline  of  the 
Cold  War  (Basic  Books,  1%7);  and  co-author  (with  Edward  Friedland  and  Aaron 
Wildavsky)  of  The  Crea(  Detente  Disaster:  Oil  and  the  Decline  of  American 
Foreign  Policy  (Basic  Books,  1975,. 
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seriously  as  Americans  do.  Some  Americans,  too,  say  that  the  issue 
Is  fruitless.  How  is  it  possible  for  any  country  to  fashion,  or  to  agree 
upon,  principles  of  national  conduct  in  a  world  in  which  dangers 
and  challenges,  adversaries  and  friends,  are  always  in  flux?  Why 
bother  to  frame  principles  of  conduct  in  a  world  of  many  actors, 
few  of  whom  are  likely  to  take  them  seriously?  Irving  Kristol,  for 
instance,  says  that  ideology  "can  obtain  exasperatingly  little  pur- 
chase over  the  realities  of  foreign  policy"  since  "the  nations  of  the 
world  do  not  constitute  ...  a  community  and  propose  few  princi- 
ples by  which  their  conduct  may  be  evaluated."  SUch  logic  requires 
that  philosophers  need  not  apply  for  jobs  in  a  shop  where  necessity 
and  expediency  are  being  fused. 

But  those  who  would  lead  philosophers  gently  away  from 
affairs  of  state  usually  do  so  in  order  to  get  them  out  of  their  hair. 
Few  Realists  may  deny  the  force  of  moral  judgments,  and  the  in- 
fluence these  —  when  unleashed  —  bring  to  bear  upon  our  nation's 
posture  and  power  in  the  world.  But  the  passions  of  moral  prefer- 
ences enforce  the  intensity  and  persistence  with  which  national 
goals  are  pursued,  established  or  resisted.  For  example,  only  cynics 
would  question  the  deliberate  passion  in  Woodrow  Wilson's  words 
(taken  from  his  Second  Inaugural  Address)  only  weeks  before 
America's  er  try  into  the  European  war; 

The  shadows  that  r)ow  Ue  dark  upon  our  path  will  soon  be  dispelled  and 
we  shall  work  with  the  light  all  about  us  if  we  be  but  true  to  ourselves  — 
to  ourselves  js  we  have  wished  to  be  known  in  the  counsels  of  the  world 
and  in  the  thought  of  all  those  who  love  liberty  and  justice  and  the  right 
exalted 


II 

For  better  or  worse,  since  the  beginning  of  the  republic 
Americans  have  displayed  strong  sentiments  about  their  country's 
role  in  world  affairs.  Liberty  occupies  a  central  thematic  place  among 
them.  Emblazoned  on  monuments,  sung  about  in  anthems,  stamped 
on  coinage  and  expressed  on  placards,  it  still  domin  tes  our  civic 
thought  and  language.  Even  Realists,  downgrading  moral  elements 
of  statecraft,  would  (if  offered  the  choice)  prefer  an  outside  world 
populated  by  civic  cultures  respecting  human  and  civic  rights  under 
law,  as  we  do  That  the  American  conce[)t  of  independence  fuses 
ideas  of  individual  and  national  self-determination  as  aspirations  — 
"free  men  and  free  soil"  —  leads  some  to  conclude  that  this  con- 
ception hos  universal  pertinence.  From  lefferson,  through  Wilson 
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and  Franklin  D.  Roosevelt,  on  and  on,  even  recently  through  Daniel 
Patrick  Moynihan,  the  word  "goes  forth.  "  Even  as  aspiration,  the 
American  view  extends  the  hope  that  freedom  may  spill  over  into 
other  lands;  and  from  lime  to  time  this  view  affects  America's 
international  activities  in  momentous  ways. 

Some  American  Realists,  objecting  to  such  a  tendency,  see 
dangers  of  messianism  in  it  since,  were  a  passion  for  freedom  ever 
to  get  out  of  hand,  who  could  tell  where  it  would  all  end?  Hamilton 
early  saw  the  handwriting  on  the  wall,  when  Republicans  like  Jeffer- 
son tried  to  drag  the  infant  nation  into  war  with  S.»tain  to  defend 
the  forces  of  revolution  in  Paris.  The  instinct  —  to  fight  for  freedom 
wherever  a  good  cause  was  to  be  found  —  could  parachute  adven- 
turers onto  snowy  plains  in  Tibet,  distant  from  concrete  interests  of 
the  republic.  Much  later,  Dulles,  a  moia..st  with  respect  to  the  fate 
of  captive  nations,  religious  freedom,  and  the  like,  was  sobered  by 
the  real  dangers  of  nuclear  war  in  1956,  and  forswore  the  "libera- 
tion" of  Eastern  Europe  when  that  might  have  been  possible.  But 
Jefferson's  portrait,  not  Hamilton's,  now  hangs  behind  the  American 
ambassador's  desk  at  the  United  Nations  to  stand  for  a  most  senti- 
mental force  of  freedom. 

The  Realist-Idealist  debate  about  principles  and  interests 
has  been  greatly  enlarged  by  writers  and  practitioners.  George  Ken- 
nan,  in  a  probing  essay,  said  he  could  not  find  a  standard,  other 
than  that  of  the  national  interest,  by  which  to  judge  disputes  among 
n?tions: 

Let  us  face  It:  in  most  international  differences  elements  of  right  or  wrong, 
comparable  to  those  which  prevail  in  personal  relationships,  are  —  if  they 
exist  at  all  — simply  not  discernible  to  the  outsider.  .  .  .  Morality,  then, 
as  the  channel  to  individual  self-fulfillment  —  yes.  Morality  in  governmen- 
tal method,  as  a  matter  of  conscience  and  preference  on  the  part  of  our 
people  — yes.  But  morality  as  :t  general  criterion  for  measuring  and  com- 
paring the  behavior  of  different  states  — no.  Here  other  criteria,  sadder, 
more  limited,  more  practical,  must  be  allowed  to  prevail. 

The  distaste  of  such  wise  diplomats  for  morals  arises  from 
fear  that  morality  leads  to  excess.  Jefferson's  idea,  that  America 
abandon  safe  neutrality  for  philosophical  principle,  caused  Wash- 
ington, resisting  it,  also  to  resist  a  storm  of  public  outrage.  In  his 
Farewell  Address,  shaped  in  response  to  that  experience,  he  warned 
against  "inveterate  antipathies  against  particular  nations  and  pas- 
sionate attachments  for  others."  There  is  something  to  be  said  for 
this  view;  moralism  might  flame  into  dangerous  projects. 
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But  principled  action  is  not  so  simply  dismissed.  A  few 
months  ago,  a  British  delegate  at  the  United  Nations  called  former 
American  Ambassador  Moynihan  a  reincarnated  Wyatt  Earp  for  sug- 
gesting that  President  Amin  of  Uganda  was  a  "racist  murderer/' 
Mr.  Richards  went  on  to  say: 

There  is  a  difference  of  perception  between  the  United  Slates  and  ourselves 
as  to  what  the  United  Nations  is  all  about.  Mr.  Moynihan  sees  it  as  a  place 
where  you  fight  about  ideas.  We  see  it  as  a  place  in  which  to  advocate  our 
interests  and  increase  our  influence. 

With  this,  the  cat  again  shot  out  of  the  bag.  Can  ideas  actually  be 
disconnected  from  interests?  Max  Weber  wrote: 

Interests  —  material  and  spiritual  ones  —  and  not  ideas,  directly  govern  the 
relations  among  men.  But  the  "pictures  of  the  world"  which  have  been 
created  by  ideas  all  too  frequently,  like  the  tracings  of  a  pencil,  sketch  out 
the  routes  along  which  interests  move. 

We  should  ask,  not  what  can  be  done  to  disconnect  interest  and 
ideas,  but,  rather,  why  and  for  what  reasons  are  they  closely 
connected? 

Ill 

Must  a  chasm  separate  American  "pure  thought"  about 
foreign  policy  ideals  from  interests?  There  is  a  vast  chasm  between 
the  Marxist  assertion  that  ideology  is  a  superstructure  planted  atop 
some  material  base  like  an  advertising  logo,  and  the  fact  that  ideals 
can  be  powerfully  woven  into  the  fabric  of  our  ordinary  existence. 
That  Americans  value  civic  freedom  is  closely  connected  to  the 
practical  benefits  they  derive  from  it.  That  Americans  also  want 
others  to  see  it  this  way  is  not  unconnected  to  practical  interests. 
Before  reversing  his  mind  about  such  matters.  Senator  William 
Fulbright  offered  a  wise  insight  into  the  reason  why  Americans  are 
that  way.  Americans,  he  said,  wish  to  live  in  a  "world  of  wide 
horizons " 

The  liberal  values  Americans  extol  have  precise,  if  both 
general  and  mundane,  application.  Large  assertions  —  freedom  of 
information,  press  and  speech,  freedom  of  ideas,  expression  and 
assembly,  freedom  of  individual  workers  to  change  jobs;  freedom 
of  movement  from  one  place  to  another;  equal  opportunity  and 
equality  before  the  law;  freedom  of  religion  and  the  free  market 
economy —  turn  up  in  our  ordinary  lives  and  practices.  Freedom 
of  movement,  fnr  instance,  signifies  the  ease  with  which  a  worker 
arrives  at  or  chooses  a  place  of  work,  or  with  which  a  family  chooses 
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a  vacation.  The  mobility  of  American  culture,  exemplified  by  the 
ubiquitous  automobile,  is  an  inseparable  part  of  American  culture. 
We  could  not  imagine  the  nation  otherwise. 

During  much  of  our  country's  history,  this  choice  of  civic 
and  individual  freedom  has  been  flaunted  by  Americans  in  the  face 
of  authoritarian  and  traditionalist  regimes.  It  has  been  the  confi- 
dence of  an  upstart  challenger;  given  the  fact  that  the  European 
monarchies  were  having  their  troubles,  it  was  to  be  expected  that 
their  downfall  —  facilitated  by  such  heroes  as  Lafayette,  Kosciusko, 
Kossuth  and  Garibaldi,  as  well  as  the  Frankfurt  parliamentarians  of 
1848  —  would  be  followed  by  liberal  regimes.  The  rest  of  the  (non- 
European)  world,  subject  to  the  dominion  of  European  imperialists, 
was  a  further  example.  Here,  Americans  protested  the  practice  and 
doctrine  of  imperialism;  while  the  United  States  had  few  interests 
in  or  connections  with  the  imperial  possessions  of  European  states 
outside  the  Western  Hemisphere,  at  least  it  could  claim  to  cham- 
pion the  freedom  of  "all"  — a  pose  for  the  most  part,  since  until 
Franklin  D.  Roosevelt's  lime  not  much  American  leverage  was  put 
upon  colonial  powers  to  shed  their  possessions. 

It  is  important  to  remember  this  phase  of  our  national 
past  because  the  situation  now,  in  the  late  twentieth  century,  differs 
from  what  many  once  assumed  to  be,  if  not  inevitable,  then  a  very 
likely  prospect.  The  great  empires  (aside  from  that  of  the  Soviet 
Union)  have  passed;  the  monarchies  of  the  European  system  for  the 
most  part  are  long  since  gone;  a  system  of  independent  or  quasi- 
independent  nation-states  now  girds  the  globe.  Yet,  for  a  variety  of 
reasons  which  I  propose  to.  explore  now,  it  may  be  said  that  the 
cause  of  civic  freedom  —  inseparable  from  American  national  inter- 
ests as  we  have  known  them  —  is  probably  in  worse  repair  in  the 
world  than  it  has  been  in  a  long,  long  time.  There  are  certain 
tendencies  that  make  the  situation  (at  least  for  the  time  being)  quite 
bleak. 

IV 

Some  of  the  most  important  manifestations  of  the  diffi- 
culty are  so  obvious,  and  have  been  with  us  for  so  long,  that  we  have 
become  as  accustomed  to  their  profile  as  are  Japanese  to  the  loom- 
ing presence  of  Mount  Fuji.  We  have  become  accustomed  to  the 
presence  of  two  sprawling,  powerful  communist  empires  — each 
doctrinally  committed  to  the  abolition  of  libercl  democracy,  rivaling 
each  other  by  sponsoring  movements  of  "liberation"  in  various  parts 
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of  the  noncommunisl  world  in  order  to  consummate  the  decline 
and  fall  of  bourgeois  societies  (us).  The  importance  of  each  of  these 
manifestations  of  gross  hostility  is  that  even  though  each  is  now  well 
into  adulthood,  both  are  products  of  our  own  century.  The  ideas* 
and  systems  of  political  control  and  regimentation,  and  the  fervor 
their  rival  versions  of  the  "New  Man"  doctrine  continue  to  inspire 
among  minorities  and  intellectuals  in  many  places,  bear  witness  to 
the  fact  that  the  contentions  between  them,  and  between  them  and 
"us,"  are  inspired  by  far  more  than  Realpolitik  considerations. 

Pragmatic  Americans,  including  many  thoughtful  scholars, 
for  a  long  time  have  held  forth  the  sociological  proposition  that 
somehow,  in  each  of  these  mighty  empires,  a  new  generation  of 
leaders  will  introduce  counsels,  not  only  of  prudence  but  even  of 
tolerance.  The  compulsions  of  coping  with  new  societal  problems 
created  by  the  technological  revolution,  in  this  view,  may  diminish 
the  ideological  element  in  their  behavior,  notably  in  their  behavior 
toward  us.  While  this  hope  may  some  day  come  to  fulfillment,  and 
allow  what  we  call  the  "human  spirit"  to  reassert  itself,  signs  of  it 
today  remain  slight.  The  Sakharov  circle,  viciously  repressed  in  the 
Soviet  Union,  could  probably  caucus  in  a  telephone  booth;  the 
search  for  even  one  mainland  Chinese  Solzhenitsyn  has  yet  to  begin. 

By  now  it  is  clear  that  one  major  reason  for  the  recent 
muting  of  American  fulminations  about  the  tyranny  of  these  regimes 
is  the  fact  that  both  (separately  or  in  combination)  are  quite  danger- 
ous. If  the  East  European  crisis  of  1956  was  not  enough  to  demon- 
strate this,  the  missile  crisis  of  1962  surely  was;  and  thus  today  few 
would  quarrel  with  the  proposition  that,  minimally,  our  national 
capacity  o  regulate  our  differences  with  each  of  them  is  a  matter 
of  the  highest  national  importance.  We  would  seem  to  prefer  a 
Kissinger  to  a  reincarnation  of  john  Foster  Dulles  if  only  because, 
in  his  very  special  way,  Kissirr^er's  diplomacy  didactically  has  sought 
to  instruct  everyone  concerned  about  the  necessity  of  careful  con- 
duct in  a  thermonuclear  age.  The  contrast  between  his  admonish- 
ments and  those  of  Cordell  Hull  in  the  1930s  would  be  worth 
examining;  Hull  once  chided  his  fellow  Americans  for  what  he  called 
a  "careless  tolerance  of  evil  institutions";  probably  Kissinger  would 
rephrase  the  message  constructively  to  call  for  a  "careful  intoler* 
ance"  ot  them 

Another  aspect  of  the  current  situation  should  cause  us 
unease  Th(^  emotive  force  of  civil  freedom,  once  assumed  by 
Americans  to  be  intt^ctious,  has  very  nearly  failed  in  the  Third 
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World'  The  rather  naive  expectation  that  independence  might  be 
followed  by  phases  of  political  and  economic  modernization,  in  the 
direction  of  open  societies,  now  is  rarely  discussed.  Rather,  what 
can  be  seen  is  the  widespread  collapse  of  Western  political  forms 
in  areas  such  as  sub-Saharan  Africa  where  they  existed  briefly,  if 
only  in  rudimentary  form.  We  have  learned  that  "national  inde- 
pendence "  ~  among  the  many  potentialities  latent  in  "national  in- 
dependence movements"  —  can  mean  the  possibility  of  tyranny.  It 
is  a  profound  irony  that  South  Africa,  where  racial  suppression  acts 
as  the  cement  of  political  order,  has  the  freest  press  in  all  of  Africa, 
and  allows  political  opposition,  while  the  scenes  of  most  vicious 
racial  warfare  and  genocide  have  been  to  her  north  in  nations  such 
as  the  Sudan,  Nigeria,  Uganvia,  and  now  Angola.  Our  disillusion- 
ments  grow  as  we  take  note  of  the  pervasiveness  of  anti-Western 
ressentiment  in  many  of  these  regimes  — a  glue  which  binds  them 
in  a  negative  solidarity.' 

Thus  it  IS  that  the  "cause  of  freedom,"  in  its  traditional 
form,  has  few  followers  today  on  the  international  scene,  and  many 
dedicated  opponents.  The  democracies  —  once  regarded  as  van- 
guard by  the  world  —  now  seem  a  beleaguered  minority  rendered 
more  conspicuous  targets  by  their  relative  affluence,  and  more  sin- 
gular by  virtue  of  the  fact  that  they  contain  a  fast-dwindling  propor- 
tion of  the  peoples  of  the  earth. 

Considering  the  ubiquitous  anti-American  sentiments  cur- 
rently erupting,  like  acne,  in  many  places,  one  might  find  solace  in 
a  remark  Burckhardt  made  about  Venice  in  Renaissance  Italy,  sur- 
rounded by  competitive  and  warring  city  states: 

Venice  in  particular  was  long  accused  on  all  hands  of  seeking  to  conquer 
the  whole  peninsula  or  gradually  so  to  reduce  its  strength  that  one  State 
after  another  must  fall  mto  its  hands.  But  on  a  closer  view  it  is  evident  that 
this  complaint  aid  not  come  from  the  people,  but  rather  from  the  courts 
and  official  classes,  while  the  mild  government  of  Venice  had  secured  for 
it  general  confidence. 


Despite  the  disconcerting  features  of  our  time,  it  seems 
that  Americans  today  view  the  necessary  ethical  bases  of  our  for- 
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eign  policy  more  as  a  decalogue  of  "don't's"  than  of  "do's."  The 
towering  reason  for  this  —  Vietnam  —  speaks  with  such  oracular 
resonance  that  it  reminds  one  of  the  suspicious  mother  who,  unable 
to  see  her  young  child  playing  in  the  back  yard,  shouted,  "Jimmy, 
whatever  you're  doing  out  there  — stop!"  "No  more  Vietnams"  — 
whatever  the  slogan  may  mean  (and  it  certainly  contains  contrary 
possibilities)  —  now  is  a  conversation  stopper.  The  conventional 
wisdom  of  America,  for  the  time  being,  ignores  Mark  Twain's 
famous  cat  tale: 

We  should  be  careful  to  get  out  of  an  experience  only  the  wisdom  that  is 
In  it  —  and  stop  there;  lest  we  be  like  the  cat  that  sits  down  on  a  hot  stove 
lid.  She  will  never  sit  down  on  a  hot  stove  lid  again  —  and  that  is  well;  but 
also  she  will  never  sit  down  on  a  cold  one  any  more. 

If  it  were  merely  the  Vietnam  experience,  with  its  hollow 
advice  as  [o  what  we  should  not  do,  it  would  be  one  thing.  But 
there  is>  more;  we  face,  rather,  a  formidable  Vietnam-Watergate 
syndrome.  The  Watergate  part  of  it,  fused  onto  the  other,  marvel- 
ously  elevates  Lord  Acton's  principle  (that  all  power  corrupts,  and 
absolute  power  corrupts  absolutely)  into  a  cardinal  doctrine  of 
statecraft.  It  has  raised  to  high  levels  of  pubi.c  salience  old  ques- 
tions that  have  always  troubled  American  democrats.  American 
democrats  have  a  long,  if  not  an  unbroken,  tradition  of  suspecting 
power;  and  perhaps  on  balance  this  has  been  a  healthy  suspicion. 
But  the  anti-institutional  hatreds  unleashed  in  the  1960s,  and  much 
enlarged  in  the  1970s,  now  raise  fundamental  questions  of  common 
sense. 

)ohn  Locke,  chief  formulator  of  our  "social  contract "  and 
the  mam  architect  of  our  conception  of  a  government  of  shared 
powers,  had  no  illusions  about  the  difficulty  of  dispersing  the 
powers  of  government  when  it  came  to  foreign  affairs.  As  he  wrote 
in  his  Ov/7  Government  "What  is  to  be  done  with  foreigners, 
depending  much  upon  their  actions  and  the  variations  of  designs 
and  interests,  must  be  left  in  great  part  to  the  prudence  of  those 
who  have  this  power  committed  to  them,  to  be  managed  by  the 
best  of  their  skill  for  the  adv^ntage  of  the  Commonwealth." 

A  novel  question,  \i\  the  debate  about  moral  purpose  and 
foreign  policy,  concerns  the  height  of  standards  of  public  morality 
for  a  law-abiding  republic  that  can  and  should  be  applied  in 
America's  external  rekition**  What  is  peculiar  about  this  moral 
crusade  to  reform  the  habits  and  prerogatives  of  the  nation's  foreign 
policy  establishment  is  that  many  of  the  questions  posed  with  fervor 
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here  are  not  even  raised  in  most  other  nations.  Whether  the  im- 
provement of  American  moral  standards  may,  or  may  not,  have  an 
exemplary  multiplier  effect  in  the  conduct  of  nations  generally  is 
rarely  discussed.  Whether  a  moral  America  may  prosper  and  remain 
secure  m  a  world  in  which  important  adversaries  (and  even  many 
of  America's  friends)  are  far  less  heedful  of  such  standards  brings 
to  mind  the  fateful  implication  in  Leo  Durocher's  famous  clich^: 
"Nice  guys  finish  last." 

While  a  long  list  of  fundamental  question;  have  been 
reintroduced  into  our  discussion  of  ethics  and  world  politics,  they 
can  be  reduced  to  a  consideration  of  the  ideal  character  of  Ameri- 
can behavior  rather  than  that  of  nations  generally.  The  subject, 
long  debated  among  international  lawyers— Should  nations  inter- 
vene in  the  affairs  of  others?  — is  complex  enough;  but  in  recent 
discussions  it  has  narrowed  to  a  simplistic  and  unilateral  formula- 
tion: Should  America  ipiervene  in  other  nations'  business?  And 
from  this  portentous  beginning,  the  list  goes  on.  Does  the  American 
presidency  still  have  a  respected  authority  to  apply,  or  threaten  to 
apply,  force  in  international  encounters  without  formal  endorse- 
ment and  ratification  from  Congress?  Should  policy  officials  be  held 
to  the  highest  standards  of  both  full  candor  and  veracity  in  their 
public  statements  about  serious  international  issues?  Does  the  pub- 
lic, and/or  its  elected  legislature,  have  an  absolute  "right  to  know" 
about  all  the  significant  connivances,  chicanery  and  confidences 
of  America's  diplomats,  agents  and  policymakers?  Should  all  of 
America's  international  transactions  —  even  the  most  sensitive  — 
be  at  all  times  open  to  view?  Is  the  doctrine  of  "full  disclobure  ' 
essential  to  repair  Americans'  alleged  lack  of  confidence  ir.  their 
foreign-policv  leadership? 

Recently  it  has  occurred  to  me  that  the  moralists  who 
would  hold  their  foreign-policymakers  to  such  high  standards  of 
public  accountability  in  an  otherwise  imperfect  world  assign  to  the 
American  people  the  same  qualities  assigned  by  the  Book  of  Com- 
mon Prayer  to  the  Deity:  "to  whom  all  hearts  are  open  and  from 
whom  no  secrets  are  hid."  Yet.  with  this  difference  —  that  while 
the  Deity  presumably  can  keep  a  confidence,  the  public,  by  defi- 
nition, cannct  What  is  known  or  knowable  to  all  Americans  is 
there  for  all  to  see  -.Hv«»rs.,ries  and  friends  alike.  When  Tom 
Paine,  as  secretary  'o  the  -oreign  Affairs  Committee  of  the  Conti- 
nt.ita:  Cun^.ress,  pursued  a  moralistic  vendetta  of  his  own,  and 
published  in  the  Philadelphia  press  up-to-date  details  of  the  secret 
arms  deal  being  made  with  the  French  court  at  Versailles,  he  was 
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quickly  and  properly  sacked  from  his  job.  •f  he  were  alive  and 
similarly  inspired  today,  it  would  not  be  surprising  at  all  if  he  filed 
a  million  dollar  lawsuit  for  punitive  damages,  and  then  sat  back  to 
await  a  Pulitzer  Prize. 

It  is  true  that  a  certain  body  of  opiition  in  this  country 
holds  that  public  confidence  in  institutions,  now  frayed  and  fretted, 
can  be  restored  only  by  "opening  up  the  system";  seen  in  this  light, 
the  demand  that  it  be  done  in  the  field  of  foreign*policymaking  is 
closely  connected  with  demands  of  a  similar  sort  made  against 
many  other  institutions.  But  the  moral  onslaught  against  "secrecy" 
seems  unobjectionable  until  one  notes  that  on  the  opposite  side 
of  the  coin  are  two  other  contrarily  nuanced  slogans,  "privacy'^  and 
"confidentiality."  It  ha^  by  no  means  been  shown  yet  that  "full 
disclosure"  —  whether  of  a  nation's  ongoing  deliberations  and  ac- 
tions in  world  politics  or  of  the  private  lives  of  even  minor  politi- 
cians —  necessarily  improves  the  quality  of  civic  life.  Full  disclosure 
in  public  life  can,  for  instance,  degrade  and  debase  deliberations; 
it  can  cause  highly  gifted  individuals  (wisely)  to  choose  less-charged 
careers  in  which  to  exercise  their  talents;  and,  with  respect  to  the 
matter  currently  under  discussion,  it  can  sterilize  and  destroy  the 
morale  of  agencies  essential  to  the  well-being  of  the  nation. 

VI 

The  often-asked  question,  "Can  American  democracy 
survive  Cold  War?  remains  as  insistent  in  a  time  of  detente  as  it 
was  when  characterized  by  higher  states  of  tenrion  and  confronta- 
tion Problematical  though  the  question  is,  it  has  always  had  two 
dimensions  internal  and  external.  Today,  when  past  actions  of 
government  are  unearthed  to  display  the  excewes  of  vigilance,  it 
risks  being  overlooked  that,  quite  paradoxically,  the  years  of  Cold 
War  tensions  (and  are  they  fully  over  with  yet?)  were  ones  in  which, 
on  balance.  American  civil  liberties  were  enlarged  and  extended, 
not  r(ni<>tram(Ml 

It  ma>  be  something  of  a  tribute  to  America's  effective 
pohtual  leadership  in  those  recent  years  that  the  best  of  her  leaders 
look  \\\v  struggle  of  liberty  to  be  a  two-front  war;  that  the  defense 
ot  (ivil  freedoms  abroad  would  be  particularly  meaningless  if  con- 
ducted at  the  expense  of  domestic  ones,  and  vice  versa.  Now, 
h()W(*\.(  r  at  a  time  when  many  Americans  choose  inopportunely 
to  ()ull  down  tfio  sfiades,  thus  to  conceal  from  themselves  the 
nation  s  ditfi(  ulties  abroad     it  would  be  a  problematic  crusade 
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to  try  to  construct  morally  pure  standards  of  civic  virtue  which 
paralyzed  America's  international  activities.  A  prosperous  and  mor- 
ally self-satisfied  nation  is  not  to  be  confused  with  one  that  is  truly 
secure.  The  precious  mineral  of  freedom  is  not  sufficient  to  its  own 
protection.  We  can  recall  Francis  Bacon's  words,  "For  Solon  said 
well  to  Croesus  (when  in  ostentation  he  showed  him  his  gold), 
Sir.  if  any  other  man  hath  better  iron  than  you,  he  will  be  master  of 
ill  this  gold." 

VII 

Principled  actions  must  happen  in  a  complex  world. 
Max  Weber  distinguished  an  ethic  of  ultimate  ends  from  an  ethic 
of  responsibility.  To  act  exclusively  upon  high  standards  risks  ignor- 
ing  the  consequences  of  action.  Fiat  justitia.  pereat  mundus  —  do 
justice,  though  the  world  perish  —  is  an  absurd  consequence  of  an 
ethic  of  ultimate  ends.  Another  possibility  is  that  the  pursuit  of 
principle  often  leads  to  a  collision  with  another.  Yet  choices  must 
be  made  between  or  among  valued  objects.  Any  action,  principled 
or  not,  requires  choices  in  a  flawed  world,  and  thus  a  danger  in 
morality  is  a  tendency  to  seek  simplistic  solutions.  Tunnel-vision 
morality,  sights  set  upon  one  aspect  of  reality  and  closed  to  others, 
is  vision  dangerously  reduced.  To  be  mindful  of  principle  when  in 
action  is  as  difficult  as  the  task  of  a  commander  in  dubious  battle 
seeking  to  relate  tactics  to  strategy.  In  foreign  policy  the  final  diffi- 
culty is  to  frame  action  in  forms  that  elicit  public  approval.  All 
these  facets  of  the  problem  are  well  known. 

The  novel  aspect  about  public  morality  in  America  today 
is  that  insistence  on  an  ethic  of  perfection  for  American  foreign 
policy  may  end  up  as  rationale  for  non-action.  Alexander  Bickel, 
when  asked  to  comment  on  the  state  of  morality  in  America  a  few 
years  ago,  replied,  "it  threatens  to  engulf  us."  He  was  far  from 
being  wrong.  Americans  rightly  have  come  to  be  uneasy  about  the 
uses  of  American  power  in  the  world;  possible  abuses  of  it  are 
great  and  awesome  But  among  the  worst  abuses  is  its  non-use. 
To  withhold  power  and  influence  in  some  small  instances  of  trouble 
may  be  wise;  but  a  known,  persistent  tendency  to  withhold  even 
limited  power  risks  the  greater  danger  that  much  higher  inputs  of 
power  will  have  to  be  used  later.  (The  California  senator  who 
opposed  a  single  American  or  a  single  dollar  for  Angola,  yet  pro- 
posed total  cessation  of  grain  shipments  to  Russia  if  Russians  did 
not  clear  out,  is  a  case  in  point.) 
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Pericles  said  that  while  a  few  make  policy,  "we  are  all 
able  to  judge  it."  But  a  difficulty  arises  when  attempts  to  justify 
and  explain  the  uses  of  power  strike  no  responsive  chord  in  the 
public.  If  Kennedy  rhetoric  may  have  been  too  high,  recent  Ad- 
ministration rhetoric  nay  have  been  too  low.  Metternlch's  skills 
were  those  of  a  facile  diplomat  determined  to  restore  and  to  main- 
tain order.  The  need  for  order  is  no  less  in  our  time,  but  it  is  hardly 
sufficient.  International  relations  theorists  and  defense  analysts  take 
a  great  deal  of  interest  in  the  balance  of  power,  but  no  one  ever 
gets  excited  about  it.  A  new  Administration,  if  there  is  to  be  one, 
may  go  beyond  the  mere  search  for  a  stable  world  and  restored 
public  confidence.  It  may  speak  to  American  minds  and  hearts  with 
reminders  of  the  high  stakes  and  costs  for  an  American  free  society 
in  a  world  where,  for  better  or  worse,  it  is  far  from  omnipotent  yet 
perhaps  one  of  man's  best  hopes.  Just  before  his  nomination  in 
1932,  Franklin  Roosevelt  wrote  a  piece  for  Foreign  Affairs.  He  ended 
with  these  simple  words:  "It  is  the  spirit  which  counts." 
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CHAPTER  3 


The  United  States  in  the 
North-South  Dialogue: 
A  Survey* 


Martin  M.  McLaughlin 

The  present  phase  of  the  much  longer-term  debate  on  international  eco- 
nomic issues  between  the  developed  and  the  developing  countries  grew  out 
of  intensiiled  pressure  by  the  world's  poorer  countries  in  1973-74  for  funda- 
mental changes  in  the  existing  international  economic  order,  which  they 
perceived  to  be  working  against  their  interests  and  which  they  had  been 
actively  seeking  to  change  since  the  creation  of  the  U.N.  Conference  on 
Trade  and  Development  in  the  early  1960s.  At  the  1974  Sixth  Special  Ses- 
sion of  the  U.N.  General  Assembly— spurred  on  by  the  successes  of  OPEC, 
which  they  saw  as  strengthening  their  bargaining  power— they  demanded 
better  access  for  their  manufactured  goods  to  the  markets  of  the  industrial- 
ized world,  more  stable  and  preferably  higher  prices  for  their  raw  materials, 
renegotiation  of  their  external  public  debt,  curbs  on  the  activities  of  multi- 
national corporations  and  improved  access  to  their  technology,  a  growing 
share  in  the  world's  industrial  production,  a  new  and  less  demeaning  aid 
relationship,  and  a  greater  voice  in  the  management  of  the  international 
monetary  system  and  the  international  financial  institutions.  Collectively, 
their  goals  came  to  be  known  as  the  "new  international  economic  order." ' 

The  debate  moved  from  what  was  essentially  a  challenge  and  con- 
frontation in  1974  and  early  1975  toward  a  more  genuine  "North-South 
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dialogue**  (as  it  then  came  to  be  known)  in  late  I97S,  following  the  Seventh 
Special  Session  of  the  U.N.  General  Assembly  in  September  of  that  year. 
The  limited  but  promising  consensus  reached  at  that  session  appears  to 
have  been  more  rhetorical  than  real,  however,  since  the  positions  of  the 
North  and  the  South  on  these  international  economic  issues  have  advanced 
relatively  little  since  then. 

After  a  year  of  discussion  in  1976  that  at  best  yielded  mixed  results, 
many  leaders  in  the  South  hoped  that  the  new  Carter  Administration  would 
not  only  carry  forward  the  somewhat  more  conciliatory  approach  of  the 
latter  period  or  the  Ford  Administration,  but  would  also  undertake  bold, 
imaginative  initiatives  of  its  own.  Major  meetings— notably  the  continua- 
tion of  the  Conference  on  International  Economic  Cooperation,  negotia- 
tions on  the  Common  Fund,  and  a  number  of  negotiations  on  individual 
commodities-  were  delayed  (and  in  some  cases  extended)  until  the  spring 
of  1977,  in  order  to  permit  the  Carter  Administration  to  participate,  and 
to  capitalize  on  the  promise  the  change  in  U.S.  leadership  seemed  to  offer. 
However,  several  factors  have  made  it  difficult  for  the  United  States  to 
change  its  role  in  the  dialogue  very  markedly.  These  include  the  current 
world  economic  situation,  the  sharply  rising  U.S.  trade  deficit,  and  the  lack 
of  agreement  within  the  Administration  on  what  specific  gains  (other  than 
lessened  confrontation)  the  United  States  and  other  Northern  countries 
should  ^eek  in  the  negotiations. 

In  its  first  two  years,  the  Carter  Administration  has  dealt  with  the 
major  North-South  issues  of  trade,  commodities,  investment,  debt,  and  aid 
largely  by  carrying  forward  policies  begun  in  the  latter  days  of  the  previous 
Administration,  without  making  much  substantive  progress  in  formulating 
new  policies.  The  United  Stales  has  tended  to  sec  many  of  the  short-term 
costs  and  few  of  the  major  benefits  in  negotiating  with  the  South  about  the 
NIEO  proposals,  and  numerous  international  as  well  as  domestic  matters 
have  preempted  its  attention. 

The  Southern  countries  share  some  of  the  responsibility  for  this  im- 
passe. Their  negotiating  style  in  particular  (although  it  is  now  less  strident 
than  in  1974)  has  been  an  obstacle  to  agreement.  Despite  (or  perhaps  be- 
cause oO  their  highly  disparate  economic  interests,  they  have  sacrificed 
flexibility  in  detailed  negotiations  on  many  issues  in  order  to  maintain 
group  solidarity.  Thus  some  of  the  more  open-minded  leaders  of  the  indus- 
trialized countries  have  been  discouraged  by  a  rigidity  that  has  seemed  to 
prevent  the  South  from  compromising  on  positions  set  in  advance  by  the 
Group  of  77. 

At  the  same  time,  moderate  leaders  in  the  developing  countries  have 
become  incrcasingK  disconsolate  and  discouraged  by  the  rich  countries' 
reluctance  lo  consider  changes  in  the  existing  international  system  that 
might  n\ake  the  international  economic  order  more  equitable  but  would 
threaten  their  c(>nirol  of  its  essential  elements.  They  are  skeptical  about  the 
Northern,  and  particular!)  the  U.S.,  contention  that  the  various  aspects  of 
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the  dialogue  must  be  discussed  in  separate  forums— a  skepticism  that  is 
reinforced  by  the  minimal  accomplishments  achieved  in  those  separate 
forums  to  date. 

Agenda  1977  treated  the  issues  and  the  forums  in  which  they  are  being 
negotiated  in  considerable  detail.'  This  chapter  attempts  to  bring  the  read- 
er up  to  date  on  the  status  of  some  of  the  more  important  elements  of  the 
dialogue-the  major  NIEO  issues  cited  in  the  U.N.  General  Assembly's 
1974  Declaration  and  Action  Programme  on  the  Establishment  of  a  New 
international  Economic  Order— as  well  as  North-South  issues  that  are  not 
explicitly  part  of  the  "agenda"  of  those  NIEO  documents.  The  latter  issues 
include  many  that  have  been  the  subject  of  discussion  between  developing 
and  developed  countries  for  some  time  and  several  that  are  only  now  be- 
ginning to  receive  international  attention.  The  following  sections  of  this 
chapter  first  discuss  the  two  major  overarching  forums  that  have  attempted 
to  deal  with  the  broad  range  of  North-South  issues  and  then  assess  the 
development  aspects  of  the  negotiations  on  such  specific  issues  as  inter- 
national communication,  the  allocation  of  ocean  resources,  disarmament, 
science  and  technology,  energy,  food,  basic  needs,  and  human  rights.  The 
actual  and  potential  role  of  the  United  States  in  all  these  elements  of  the 
dialogue  is  emphasized— particularly  with  respect  to  the  last  two:  basic 
needs  and  human  rights.  Finally,  the  part  played  by  Congress  ir,  U.S.  par- 
ticipation in  the  North-South  dialogue  is  alio  examined. 

Broad  Negotiating  Forums 

The  Conferracf  on  Intcmational  Fconomic  Cooperation 

The  expressed  willingness  of  the  North  to  negotiate  on  some  of  the  issues 
of  central  importance  to  the  South  (which  seemed  to  underlie  the  more 
conciliatory  U.S.  attitude  at  the  Seventh  Special  Session)  led  to  the  con- 
vening of  the  Conference  on  International  Economic  Cooperation  (CI EC) 
in  Paris  in  December  1975.  Very  little  progress  was  made  during  the  fol- 
lowing year,  however,  because  the  United  States  and  the  other  Northern 
countries  were  interested  primarily  in  discussing  energy,  whereas  the  South, 
including  the  OPEC  countries,  would  not  focus  on  energy  issues  unless  the 
North  gave  greater  consideration  to  the  developing  countries'  commodity, 
debt,  and  other  problems. 

When  the  stalemated  CIEC  reconvened  in  Paris  in  the  latter  part  of 
May  1977.  the  new  U.S.  Administration  joined  in  the  negotiations  with 
positive,  if  vague,  intentions.  Most  of  the  issues  that  had  precipitated  the 
Conference  remained  unresolved  at  its  close  in  early  June.  These  included 
the  proposed  S6  billion  Common  Fund,  compensatory  financing,  diversi- 
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fication  and  local  processing  of  raw  materials,  debt  relief  developing- 
country  access  to  industrialized-country  manuTactures  markets,  and  a  code 
oT  conduct  Tor  transnational  corporations.  The  countries  or  the  South  could 
take  some  consolation  Trom  the  last-minute  creation  (subject  to  legislative 
approval)  or  a  one-time,  SI  billion  concessional  ''Special  Action  Program"" 
to  help  low-income  countries,  the  agreement  in  principle  to  establish  a 
Common  Fund  to  finance  bufrer  stocks  ot  certain  raw  materials,  and  the 
pledge  to  ''substantially**  increase  in  real  terms  the  level  of  official  develop- 
ment assistance  Strictly  speaking,  however,  these  decisions  were  not  a 
direct  result  of  CI  EC;  each  had  been  agreed  to  elsewhere  prior  to  the  final 
CI  EC  session  Progress  in  implementing  these  has  been  sufficiently  slow 
that  It  is  still  too  earl>  to  tell  what  really  has  resulted  from  these  ''deci- 
sions.*' 

Although  the  CI  EC  negotiations  did  not  constitute  the  whole  of  the 
North-South  dialogue  in  1977  and  1978,  their  tone  was  echoed  in  the  dis- 
cussions that  took  place  in  other  North-South  forums.  TheCIEC  talks  were 
marked  not  only  by  differcticcs  on  substantive  issues,  but  even  by  disagree- 
ments about  what  the  agenda  should  be  and  about  the  priority  to  be  given 
each  item,  fcncrgv  v^hich  was  the  main  interest  of  the  North,  and  espe- 
cially of  the  United  States-  continued  to  be  a  particularly  divisive  issue. 

The  I  .N.  Committee  of  the  U  hole 

During  the  course  of  its  thirty-second  session,  the  U.N.  General  Assembly 
created  a  Committee  of  the  Whole  as  a  venue  for  what  it  hoped  would  be 
a  genuine  and  frank  discussion  of  the  NIEO  proposals'— partly  because 
CI  EC  had  been  so  inconclusive  and  partly  to  prepare  for  the  special  session 
on  international  development  cooperation  in  the  1980s  and  beyond  sched- 
uled for  I9H()  The  C  ommittec.  which  is  open  to  all  U.N  member  states, 
has  been  in  delicate  health  from  birth  because  the  Third  World  countries 
perceive  it  as  havmp  authority  to  negotiate  whereas  the  industrialized  na- 
tions do  not  At  Its  second  session,  which  began  in  New  York  on  September 
5.  1978.  the  Committee  was  adjourned  abruptly  when  the  United  States 
alone  voted  against  a  compromise  formulation  of  what  the  Committee's 
authority  should  be  The  U  S  spokesman,  echoing  the  regret  of  other  dele- 
gations at  the  '"current  impasse/*  told  the  Committee.  **We  intend.,  .to 
aclivcK  pursue  these  goals  m  the  many  fora  in  which  issues  of  common 
interest  will  be  discussed  and  negotiated  in  coming  months.'*^  Although 
Secretary  of  Stale  C  yrus  Van  c  softened  the  U.S.  stance  in  his  September 
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address  to  the  U.N.  General  Assembly,'  and  the  President  of  the  Assem- 
bly shortly  thereafter  issued  a  carefully  worded  statement  (from  which  no 
one  dissented)  reconvening  the  Committee  of  the  Whole  in  January  1979. 
the  future  importance  of  the  Committee  remained  in  doubt  in  late  1978. 

Specific  Issues  and  Forums 
Commodity  Problems* 

In  1976.  the  Fourth  Ministerial  Conference  of  the  U.N  Conference  on 
Trade  and  Development  (UNCTAD  IV)  set  in  motion  meetings  on  the 
Integrated  Programme  for  Commodities— including  the  Common  Fund  and 
mternational  commodity  agreements- that  had  been  proposed  by  the 
UNCTAD  Trade  and  Devel-cnent  Board  in  1974.  At  CIEC,  in  May  1977. 
the  developed  countries,  including  the  United  States.  Hnally  endorsed  the 
Common  Fund  concept;  the  details  of  the  Fund,  however,  were  left  to  be 
negotiated  within  UNCTAD. 

The  second  session  of  the  Conference  on  the  Common  Fund  ended  in 
December  1977  m  an  impasse  over  widely  differing  views  about  how  the 
Fund  was  to  be  financed,  to  whom  it  would  lend  and  for  what  purposes, 
and  who  would  control  it.  The  developing  countries  want  a)  direct  manda- 
tory  capital  subscriptions  from  governments  to  provide  much  of  the  financ- 
ing for  present  and  possible  future  buffer  stocks,  and  b>  an  additional 
source  of  funds-or  a  "second  window"-to  help  finance  such  "other  mea- 
sures" as  commodity  diversification  and  processing,  marker  promotion,  and 
improvements  in  productivity.  In  contrast,  the  VnHe.d  States  and  most 
other  industrialized  countries  insist  that  the  Fund  mobilize  savin?^  not  by 
capital  subscriptions,  but  by  "pooling"  the  cash  resources  of  individual 
commodity  agreements  and  then  borrowing  from  this  p  .ol  or  against  call- 
able capital  or  guarantees.  Until  recently,  the  United  States  opposed  a  sec- 
ond window.  ?rguing  that  existing  international  financial  institutions  and 
bilateral  aid  programs  are  more  appropria'e  means  of  funding  non-com- 
mo(!ay  activities  and.  indeed,  already  do  so  ' 

The  United  States  has  agreed  in  princip*.  to  participate  in  internation- 
al commodity  agreements  to  stabilize  prices  around  their  long-term  market 
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trends;  it  is  already  a  party  to  sugar,  tin,  und  coffee  agreements.*  In  addi- 
tion, it  has  participated  in  ongoing  technfcal  discussions  on  other  individual 
commodities  since  1976,  in  order  to  determine  the  feasibility  of  various 
commodity  price  stabilization  agreements.  The  United  States  prefers  that 
commodities  be  stabilized  through  the  use  of  buffer  stocks  when  this  is 
technically  possible  and  that  consumers  and  producera  s^are  financial  re* 
sponsibility.  Each  existing  or  potential  commodity  agreement  has  itsdomes- 
tic  supporters  and  opponents,  and  all  of  these  interest  groups  make  them- 
selves felt  in  Congress,  which  must  approve  any  negotiated  agreement. 

Commodity  agreements  are  useful  to  botii  consumers  and  producers- 
countries  as  well  as  individuals.  They  ben^rfit  consumers  by  helping  to  pre- 
vent sharp  commodity  price  rises  that  frequently  become  part  of  the  gener- 
ally inflated  price  structure,  even  if  the  commo.*  y  prices  themselves 
move  hack  down.  For  producers,  abrupt  price  declines  make  investment 
planning  difficult;  by  reducing  uncertainty  about  prices,  commodity  agree- 
ments can  help  induce  new  investment  to  produce  the  supplies  needed  to 
satisfy  growing  domestic  and  international  demand. 

Since  commoditv  price  stabilization  can  be  a  major  element  in  slowing 
world  inflation,  it  would  seem  wise  for  the  United  States  to  accept  a  broad- 
er role  for  the  proposed  Common  Fund,  even  though  the  Fund  might  also 
be  employed  for  technical  assistance  to  agriculture  or  other  development 
purposes  Sat  the  United  States  prefers  to  have  managed  by  traditional 
bilateral  and  multilateral  institutions.  Some  receptivity  to  such  a  middle 
ground  was  expressed  m  Administration  testimony  early  in  1978,*  and  in 
Secretary  of  Slate  Vance's  speech  bciorc  the  U.N.  General  Assembly.'^ 

The  next  scheduled  opportunity  for  looking  at  commodity  issues  in  a 
broad  context  is  provided  by  the  Fifth  Ministerial  Conference  of  UNCTAD, 
scheduled  to  meet  in  Manila  in  May  1979.  UNCTAD  V  will  focus  on  the 
unHnished  agenda  of  UNCTAD  IV,  as  well  as  on  the  persistently  critical 
current  world  economic  situation  and  on  long-term  strategies  and  policies 
for  trade  and  development  in  the  1980s.  Progress  on  the  Common  Fjnd 
as  well  as  on  the  code  of  conduct  for  transnational  corporations  would 
undoubtedly  help  establish  a  positive  and  constructive  atmosphere  for 
UNCTAD  V.  In  the  meantime,  individual  commodity  agreements  should 
be  worked  out  for  as  many  as  possible  of  the  products  currently  under 
negotiation  or  consideration,  with  the  hope  that  they  eventually  will  be 
combined  in  a  cheaper  and  more  efficient  price  stabilization  system. 


*The  United  States  was  to  have  joined  the  new  sugar  agreement  no  later  than 
December  3i  i978  However,  because  the  Senate  failed  to  ratify  the  agreement  prior 
to  ad)Ournn\vnt.  t>ie  deadline  needed  to  be  extended 
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Trade  in  Manufacturer' ' 

The  Tokyo  Round  of  mullilaicral  trade  negotiations  (MTN)^— which  was 
initiated  by  a  ministerial  meeting  in  Tokyo  in  1973  did  not  pick  up  mo- 
mentum until  late  1977,  and  in  the  fall  of  1978  it  was  still  uncertain  whether 
a  general  agreement  would  be  achieved  in  the  winter  of  I978«79.  The  MTN, 
whose  implementation  is  expected  to  take  place  over  the  next  decade,  may 
be  the  last  major  opportunity  to  liberalize  trade  for  some  >cars  to  come. 
The  negotiations  involve  not  only  tariffs,  which  have  been  repeatedly  re- 
duccd  during  the  past  thirty  years  in  the  six  previous  rounds  of  trade  nego- 
tiations, but  also  non-tariff  barriers  such  as  subsidies  and  countervailing 
duties,  quantitative  restrictions,  customs  valuation  matters,  and  government 
procurement,  as  well  as  agricultural  trade,  safeguards  for  industries  serious- 
ly threatened  by  imports,  and  the  special  treatment  of  tropical  products. 
In  response  to  growing  protectionist  pressure  at  home,  governments  every- 
where increasingly  have  resorted  to  those  ••voluntary''  non-tariff  measures 
that  still  are  acceptable  under  the  General  Agreement  on  Tariffs  and  Trade 
(GATT)  and  are  now  more  important  trade  barriers  than  tariffs. 

The  industrialized  countries  are  committed  in  principle  to  trade  lib- 
eralization, having  benefited  greatly  from  it  over  the  years,  and  they  do  not 
want  to  trigger  an  international  trade  war.  Yet  it  is  not  at  all  clear  how 
much  this  round  can  accomplish  in  trade  liberalization  -in  light  of  the 
slow  worldwide  economic  recovery,  the  leveling-off  of  the  rate  of  growth 
in  trade  for  all  countries,  high  unemployment,  rising  oil  imports  in  the 
United  States  and  elsewhere,  growing  protectionism  in  the  industrialized 
world,  and  ihc  relatively  weak  bargaining  power  of  the  developing  coun- 
tries participating  in  the  GATT  negotiations. 

Pressures  for  protectionism  in  the  developed  countries  are  concentrated 
in  the  very  industries  in  which  many  developing  countries  have  begun  to 
export:  textiles,  shooi,  and  consumer  electronics,  for  example  As  develop- 
ing-country  export  capacity  expands,  the  pressures  for  restrictions,  too, 
will  surely  increase.  Although  the  United  Slates  experienced  an  adverse 
shift  of  $38.1  billion  in  its  trade  balance  between  1975  and  1977  /from 
+$11.5  billion  in  1975  to  $26  6  billion  in  1977),  the  Administration  resisted 
strong  pressures  in  1977  and  1978  from  certain  segments  of  organized 
labor,  industry.  Congress,  and  the  U.S.  International  Trade  Commiss'3n 
to  restrict  i-^ports  of  some  items. It  did,  however,  resort  several  times 
to  ''volun  export  quotas,  such  as  orderly  marketing  agreements 

(DMAs),  which  are  agreements  between  an  importing  nation  and  the  prin- 
cip?l  supplying  nations  to  limit  the  rate  of  growth  of  imports  and/or  the 
absolute  level  of  imports.  In  1977,  the  United  States  negotiated  OMAs  with 


Chapter  2  pp  53-59.  for  oth^r  consKlarations  bearing  on  this  topic  See 
also  Erb,  Negotiations  on  Two  Fronts,  op  cit 

''See  Annex  C.  Tables  C-7  through  0-17.  for  further  informatior.  on  U  S.  trade. 
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Taiwan  und  South  Korea  for  imports  of  shoes  and  with  Japan  for  imports 
of  color  television  sets.  In  addition,  the  Administration  is  currently  con* 
eluding  bilateral  negotiations  with  some  twenty  countries  that  supply  the 
United  States  with  textiles.  In  reaction  to  rising  steel  imports  from  Japan, 
the  United  States  imposed  a  reference  price  system  that  leaves  Japanese  ex- 
porters, in  particular,  open  to  charges  of  dumping  imports  below  the  set 
prices;  a  program  to  help  improve  the  long-run  competitiveness  of  the  U.S. 
steel  industry  was  launched  at  the  same  time.  Other  countries— e.g.,  India 
and  Souih  Korea— may  come  under  a  similar  reference  price  system.  In 
early  1978,  President  Carter  also  raised  the  tariffs  on  CB  (citizens  band) 
radios;  imports  from  Japan  were  again  the  main  target. 

For  the  middle-income  developing  countries — some  of  which  are  now 
frequently  referred  to  as  the  ''advanced  developing  countries**'^— trade 
probably  will  continue  to  be  the  main  generator  of  foreign  exchange  for 
development  and  other  purposes.  Liberalization  of  trade  is  of  great  interest 
to  the  middle-income  developing  countries  in  particular,  but  it  is  also  im- 
portant, at  least  to  some  degree,  to  even  the  poorest  countries.  Exports  pay 
for  imports,  and  >A^ithout  reduced  trade  barriers  in  the  industrialized  coun- 
tries, the  development  prospects  of  other  countries  will  be  greatly  dimin- 
ished. 

Third  World  representatives  complain  that,  despite  what  the  North 
seems  to  consider  a  major  effort  to  involve  them  in  the  MTN,  those  talks 
do  not  deal  with  matters  of  major  concern  to  them  (such  as  eliminating 
quantitative  restrictions  on  their  exports)  and  do  not  acknowledge  their 
right  to  subsidize  infant  industries  needed  for  dr^elopment.  The  industrial- 
ized countries,  on  the  other  hand,  claim  that  the  South  has  been  slow  and 
uncertain  in  using  the  opportunities  available  within  the  MTN. 

At  the  same  time,  it  has  bccon:o  clear  that  domestic  adjustment  assis- 
tance programs  in  the  United  States  and  other  developed  countries  must 
be  improved  for  workers  whose  jobs  are  eliminated  by  cheaper  imports  in 
some  sectors  Protectionist  pressures  result  largely  from  workers*  well- 
founded  feelings  of  job  msccurity.  Who  pays  for  liberalized  trade  is  as  im- 
portant as  who  benefits,  and  no  group  of  workers  should  be  required  to 
bear  a  disproporiiouate  share  of  the  costs.  Adjustment  assistance  thus  is 
one  of  the  clearest  examples  ^f  the  linkage  between  foreign  and  domestic 
economic  policy  In  the  United  States,  adjustment  assistance  programs 
have  been  dcHcient  on  several  counts;  inadequate  bcncHts,  narrow  cover- 
age, and  slow  administration  After  lengthy  debate,  both  houses  of  Con- 
gress parsed  bills  to  liberali/e  adjustment  assistance  by  ^(tending  the  cover- 
age to  more  workers,  lengthening  the  bcnent  and  retraining  periods,  and 
raising  the  ceiling  on  direct  loans  and  loan  guarantees  to  firms  hurt  by 


Fred  Bergsten    Assistant  Secretary  of  thtf  Treasury.    Economic  Relations 
Between  the  united  States  a^d  BrazH  A  Focus  on  Trade    (Speech  before  the  fira- 
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import  competition.  In  the  final  flurry  of  the  1978  legislative  session,  how- 
•v«r.  the  bill  that  emerged  from  the  House-Senate  Conference  did  not  pass. 

DtkC  and  Rdated  MonHary  DiacvasJons'* 

In  1977  and  1978,  debt  was  once  again  discussed  at  'itricus  international 
forums;  the  issue  moved— but  only  haltingly— toward  partial  resolution. 

At  the  insistence  of  the  developing  countries,  debt  was  made  the  topic 
of  the  March  1978  UNCTAD  Trade  and  Development  Board  meeting  in 
Geneva.  At  this  meeting,  the  industrialized  countries  indicated  they  were 
willing  to  consider  granting  relief  on  the  bilateral  concessional  debt  owed 
by  the  poorest  developing  countries,  which  "face  serious  development  prob- 
km%  and  in  some  instances  serious  debt  difncultics."  In  the  resolution 
pasacd  at  that  meeting,  the  participating  countries  agreed  to  "seek  to  adopt 
measures  for . . .  adjustment  of  terms  (of  past  bilateral  official  develop- 
ment assistance]  or  other  equivalent  measures  as  a  means  of  improving 
the  net  flows  of  official  development  assistance  in  order  to  enhance  the 
development  efforts  of  those  developing  countries.""  Each  creditor  coun- 
try is  to  determine  which  countries  are  to  receive  help  and  how  much.  The 
developing  countries,  for  their  part,  appear  to  have  compromised  as  well, 
by  modifying  their  eariier,  broader  demand  for  relief  on  official  debt  for 
"interested"  developing  countris. 

A  retroactive  adjustment  of  the  terms  of  past  loans  to  today's  terms 
for  the  poorest  countries  (which  now  generally  receive  grants  rather  than 
loans)  would  amount  to  cancellation  of  all  their  official  bilateral  public 
debt.  Creditors  tend  to  prefer  to  call  such  changes  "aid"  rather  than  debt 
relief.  In  spite  of  the  relatively  small  amount  of  money  involved  (particu- 
larly when  discounted  to  its  present  value)  and  the  rather  limited  number 
of  debtor  countries  that  may  be  included,  the  ir.ceting  marked  some  prog- 
ress on  a  previously  highly  confrontational  issue.  For  those  countries  re- 
ceiving help,  the  amounts  of  money  involved  are  large  relative  to  their 
avail?*:;e  foreign  exchange  and  thus  provide  important  additional  assist- 
ance. Moreover,  complete  cancellation  of  the  S500  million  annual  debt 
service  paid  by  the  countries  identified  by  the  United  Nations  as  "least 
developed"'*  c  their  aggregate  (end- 1975)  $7  billion  official  debt  would 
be  likely  to  re.  it  in  increased  export  earnings  for  creditor  countries.  The 
poor  countries  have  little  commercial  debt  to  repay  and  if  repayments  were 
waived,  would  probably  use  any  foreign  exchange  they  saved  for  imports. 

«.  c       'Vk'*?  Chaptar  2.  pp.  81-63.  For  futtar  traatmant. 
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A  number  of  developed  countries  (Belgium,  Canada,  the  Federal  Re- 
public of  Germany,  Sweden,  and  the  United  Kingdom)  have  granted  debt 
relief  to  the  poorest  developing  countries  since  March  1978.  In  the  United 
States,  legislation  was  passed  to  waive  interest  and  principal  for  the  ""least 
developed*'  countries  (on  a  case*by-case  basis),  if  equivalent  amounts  are 
paid  into  local-currency  accounts  for  use  in  approved  development  activi* 
ties    This  amounts  to  effective  cancellation. 

In  addition,  Canada,  the  Netherlands,  Sweden,  and  Switzerland — 
none  of  them  large  ODA  creditors— already  had  converted  into  grants 
some  development  debt  of  selected  poor  countries  (certain  least  developed 
and  most  seriously  affected  countries),  and  the  Netherlands  has  been  giv* 
ing  debt  relief  on  concessional  debt  to  selected  poor  countries  as  part  of 
its  aid  program  for  some  time. 

While  some  progress  thus  was  achieved  toward  providing  debt  relief 
for  the  poorest  countries,  considerable  progress  also  was  made  at  the  Sep- 
tember 1978  joint  annual  meeting  of  the  World  Bank  an(*  the  International 
Monetary  Fund  toward  helping  the  dev^^oping  countries  with  their  debt 
financing  by  expanding  available  IMF  titles.  By  voting  to  create  $15 
billion  in  Special  Drawing  Rights  (12  billion  SDRs)  over  the  next  three 
years,  the  IMF  assured  the  developing  countries  of  roughly  SS  billion  in 
additional  borrowing  power.  Other  agreements  reached  at  this  session— to 
raise  IMF  quotas  by  50  per  cent,  to  increase  the  capitalization  of  the 
World  Bank,  and  to  achieve  a  ''substantial*'  increase  in  a  sixth  replenish* 
ment  of  the  International  Development  Association— will  also,  if  con* 
Hrmed,  contribute  to  further  relaxation  of  the  short-term  debt  predica- 
ment. 

These  actions  follow  a  series  of  changes  that  have  increased  the  IMF's 
abilit>  in  recent  years  to  help  developing  countries,  particularly  those  in 
distress  These  changes  include:  liberalization  of  the  IMF's  Compensatory 
Financing  Facility  to  help  stabilize  export  earnings;  establishment  of  the 
Trust  Fund  to  use  the  proceeds  from  the  sale  of  IMF  gold  for  the  poorest 
countries;  and  an  increase  in  IMF  resources  through  the  Oil  Facility  and 
the  Supplements ry  financing  Facility.  This  SIO  billion  ''Witteveen  Facili* 
ty  *  was  created  ti  provide  official  financing  to  encourage  countries  with 
severe  payment  problems  to  adopt  orderly  corrective  arrangements.  In  the 
fall  of  r^78,  the  U  S  Congress  approved  the  $1.7  billion  U.S.  contribution 
to  the  [  acilil) 

The  United  Stales  supported  all  the  World  Bank  and  IMF  initiatives, 
which  together  offer  hope  to  both  middle-income  and  low-income  countries 
that  thcN  will  be  able  lo  cope  with  their  debt  situation^  at  least  over  the 
next  several  years  Ho^^cver,  none  of  these  actions  significantly  alters  the 
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aUocatini  formuiu  of  the  IMF  (which  heavily  ftvor  the  industrialized 
MdntneiX  modifies  th«  stringent  requirements  of  the  IMF  for  credit- 
worthiness  (which  tcnerally  lead  affected  countries  to  cut  expenditures  on 
programs  that  benefit  the  poorest  people),  or  enables  poor  countries  to 
liogthen  the  time  frame  of  debt  or  ease  its  terms. 

The  lateraaiioMi  CoMMMtcatloM  Dbpiicc'* 

The  issue  of  international  information  exchange  has  greater  potential  for 
bringing  about  an  unexpected  explosion  in  the  North-South  dialogue  than 
almost  any  other  issue.  Yet  until  the  Twentieth  General  Conference  of  the 
U.N.  :  (iucat  onal.  Scientific  and  Cultural  Organization  (UNESCO)  in 
October  1978.  very  little  public  attention  was  paid  ♦©  this  question— except 
for  a  brief  public  outcry  in  1976.  when  a  Soviet-proposed  "mass  media 
draft  declaration,"  approved  by  an  intergovernmental  conference  from 
which  the  United  States  and  other  industrialized  countries  had  withdrawn, 
was  presented  at  the  Nineteenth  General  Conference  of  UNESCO  in 
Nairobi.  Among  other  things,  the  draft  declaration  called  for  recognition 
of  every  nation's  responsibility  for  all  information  generated  within  its 
borders  or  transmitted  across  them.  The  negative  reaction  by  Western 
countries  was  immediate,  vehement,  and  unanimous.  UNESCO  backed 
•way  from  acting  on  the  resolution;  its  Director-General.  in  consultation 
with  all  major  interested  parties,  attempted  to  draft  a  compromise  accept- 
able to  the  "widest  possible  consensus"  for  consideration  at  the  Twentieth 
Conference.  However,  reaction  to  his  August  21  draft-which.  although 
inore  conciliatory  in  tone,  reintroduced  language  subordinating  media  ac- 
tivities to  state  control— indicated  that  consensus  had  not  been  achieved.'* 
This  rejection  by  Western  and  some  other  countries  led  to  intensive  nego- 
tiations behind  the  scenes.  Finally,  a  few  days  before  the  scheduled  vote  on 
the  mass  media  declaration,  a  compromise  was  worked  out  that  did  not 
mention  state  control  of  the  media  and  was  acceptable  to  both  Western  and 
developing  countries. 

The  South's  support  for  the  draft  declaration  grew  out  of  its  feeling 
of  dependency  on  Western  news  media  and  its  frustration  at  receiving  only 
little  or  skewed  attention  in  those  media.  The  crux  of  the  Third  World 
complaint  is  that  the  international  communications  system  (including  its 
technology,  advertising,  and  culture)  is  generated  by  and  designed  to  pro- 
mote the  existing  international  economic  system,  which  serves  the  rich 
countries  and  holds  down  the  poor  ones.  According  to  its  critics,  this  media 
monopoly  is  anti-developmental  in  that  it  facilitates  the  ri.h  countries' 


'•For  iurth«r  trMtmwit  of  this  is»u«.  s—  Anthony  PMrc«-B«tt«n.  "Third  World 
Prett  Covcrago.  Tho  t}«b«t«  at  UNESCO."  CommunJquo  No.  33  (Washinaton  0  C 
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cfTorts  to  tpread  their  consumerism,  weakens  the  ability  of  the  public  in  the 
Third  World  countries  to  resist  that  pressure,  and  obstructs  the  developing 
countries*  efTorts  to  determine  and  move  toward  their  own  vision  or  the 
future.  (Similar  complaints  about  the  efTect  of  the  media  within  their  coun- 
tries are  often  made  by  the  public  in  the  industrialized  countries.)  In  addi- 
tion, the  volume  of  information  about  events  in  the  industrialized  coun-* 
tries,  together  with  often  unflattering  and  insensitive  coverage  of  the  devel* 
oping  countries  and  their  leaders,  tends  to  reinforce  traditional  stereotypes 
and  to  preempt  the  transmission  of  information  that  is  more  pertinent^ 
and  sometimes  vital,  to  their  development  needs. 

White  developed  countries  admit  that  the  media  do  not  offer  Third 
World  audiences  relevant  value  models,  they  contend  that  state  ''responsi- 
bility** for  the  media  would  block  the  ''free  flow  of  ideas**  on  which  real 
development  ultimately  depends.  The  developing  countries  counter  that 
the  flow  is  now  one-way  and  that  it  must  become  reciprocal  and  balanced— 
that  the  developed  countries*  monopoly  on  communications  received  by  the 
South  must  be  ended. 

Although  the  information  problem  is  not  widely  discussed  among  the 
public  in  the  North,  it  has  enormous  potential  importance.  It  encompasses 
not  only  freedom  of  the  press  and  access  of  reporters  and  correspondents 
to  countries  and  events,  but  also  the  assignment  of  radio  frequencies  and 
television  channels;  the  regulation  of  private  telecommunications  networks 
that  transmit  the  computer  data  essential  for  modern  business;  postal  and 
other  private  communications;  the  character  and  quality  of  advertising; 
and  the  exchange  of  scientific  information.  Southern  criticisms  of  the  exist- 
ing international  information  system  have  been  voiced  in  many  internation- 
al forums  as  well  as  at  meetings  of  the  non-aligned  nations,  and  many  Third 
World  nations  are  organizing  a  common  stand  on  the  issue.  UNESCO  is 
only  one  forum  in  which  the  issue  is  being  discussed.  It  is  likely  to  be  de- 
bated at  the  U.N.  Conference  on  Science  and  Technology  for  Development 
as  well  and  is  due  to  be  discussed  in  the  more  technical  forum  of  the  World 
Administration  Radio  Conference,  meeting  in  Grncva  in  September  1979. 

The  United  States  and  other  industrial  democracies  philosophically 
and  traditionally  oppose  efforts  to  restrict  free  speech  and  the  free  flow  of 
ideas.  They  should,  however,  respond  to  the  developing  countries*  need  ( 
greater  participation  in  the  dissemination  of  news,  ideas,  and  information. 
The  Scandinavian  countries  have  announced  that  they  will  contribute  $4 
million  (the  largest  contribution  in  UNESCO  history)  to  train  news-agency 
and  radio  journalists  in  Africa.  The  United  States  should  make  good  on 
its  offer  of  technical  assistance  for  satellite  communications  programs  in 
health  and  literacy,  regional  journalism  centers  in  the  Third  World,  and  an 
international  consultative  organization,  and  it  should  cooperate  in  exploring 
possible  international  regulation  of  advertising  and  data  transmission  so 
that  thes'^  do  not  become  "anti-developmental.** 
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Tk«  S«ab«4  Negotiations 

The  longest  continuing  series  of  negotiations  in  the  North-South  dialogue— 
and  the  one  that  initially  offered  the  greatest  promise  of  success— concerns 
the  oceans.  In  1969.  the  U.N.  General  Assembly  declared  that  the  resources 
of  the  seas  outside  national  waters  are  the  "common  heritage  of  mankind";" 
it  subsequently  convened  the  Third  U.N.  Conference  on  the  Law  of  the  Sea 
(UNCLOS  III)  to  discuss  this  principle.  Since  then,  a  series  of  negotiating 
sessions  have  been  held.  At  the  conclusion  of  the  seventh  of  these  in  late 
May  1978,  hopes  were  high  that  despite  several  remaining  problems,  a 
treaty  might  be  signed  by  1980. 

Despite  its  large  size,  broad  scope,  and  intricate  problems,  UNCLOS 
111  has  produced-  by  consensus,  without  ever  taking  a  vote— proposals  that 
already  have  changed  the  traditional  law  of  the  sea.  Some  90  per  cent  of 
the  Conference  agenda  is  completed  and  agreed  upon.  The  most  dramatic 
concept  to  emerge  from  the  negotiations  is  the  exclusive  economic  zone 
(EEZ)— the  200-mile  zone  within  which  coastal  states  are  to  have  wide 
jurisdiction  over  livmg  and  mineral  resources,  navigation,  environmental 
and  pollution  control,  and  certain  categories  of  research. 

The  controversy  over  mineral  exploitation  involves  primarily  the  inter- 
national deep-seabed  area  beyond  the  EEZ,  where  the  major  deposits  of 
manganese  nodules-which  are  also  rich  in  copper,  cobalt,  and  nickel— are 
to  be  found.  The  major  unresolved  controversy  continues  to  be  the  issue  that 
originally  launched  UNCLOS  lll-i.e..  the  concept  of  ocean-bed  mineral 
resources  as  the  "common  heritage  of  mankind"  to  be  developed  under 
international  regulation,  with  benefits  to  be  shared  by  all  nations,  particu- 
larly those  with  special  claims  on  international  resources  because  they  are 
underdeveloped  or  landlocked. 

Throughout  the  negotiations,  the  South,  stressing  the  common  heritage 
principle,  has  insisted  on  the  creation  of  a  powerful  International  Seabed 
Authority  (ISA)  thai  would  control  all  stages  of  exploitation,  acquire  tech- 
nology and  conduct  mining  operations,  receive  substantial  financial  sup- 
port, and  eventually  administer  substantial  revenues.  In  contrast,  the  indus- 
trialized countries  -  which  have  the  technology  for  deep-seabed  mining- 
have  sought  a  "parallel"  system  that  would  guarantee  relatively  free  access 
to  the  deposits  and  consider  profits  to  be  the  customary  return  on  invest- 
ment, risk,  and  expertise  Progress  on  this  impasse  was  made  for  the  first 
time  at  the  May  1978  session,  when  the  North  expressed  willingness  to 
accept  an  ISA  having  some  licensing  powers  and  receiving  royalties,  and 
the  developing  countries  agreed  that  private  corporations  would  have 
access  to  minerals  on  the  ocean  floor. 

Both  the  1976  and  1977  sessions  of  UNCLOS  III  had  ended  in  an  im- 
passe over  the  mining  question  In  early  1978.  however,  it  appeared  that  a 
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breakthroufh  on  the  question  of  how  to  allocate  access  and  proceeds  to  the 
ISA  and  the  private  mining  companies  might  be  possible.  This  was  due 
partly  to  what  one  delegate  called  **a  new  generation  of  Third  World  lead* 
ership'*  and  partly  to  concern  that  the  Carter  Administration's  support  for 
proposed  legislation  (which  was  passed  by  the  House  in  July  1978)  autho- 
rizing U.S.  corporations  to  launch  deep-seabed  mining  operations  might 
represent  a  weakening  of  U.S.  (and  perhaps  other  industrialized-country) 
commitment  to  working  out  a  broader  agreement.  Despite  this  concern,  the 
subsequent  August-September  session  of  the  Conference  adjourned  without 
having  resolved  the  mining  issue. 

Partly  in  order  to  sustain  pressure  for  an  agreement,  the  Carter  Ad- 
ministration continues  to  support  passage  of  some  legislation  before  the 
Conference  resumes  on  March  19,  1979;  this  legislation  would  authorize 
unilateral  mining,  although  a  specified  percentage  of  the  profits  would  be 
allocated  fo;  development.  Once  a  law  of  the  sea  treaty  is  ratified,  it  will 
supersede  any  legislation  inconsistent  with  it.  No  seabed  legislation  was 
enacted  in  the  final  days  of  the  ninety-fifth  Congress. 

Arms  Sales  and  Disarmament 

The  sale  of  weapons  and  related  goods  and  services— and  the  Impact  such 
sales  have  on  international  trade  balances-have  moved  the  arms  race 
rapidly  to  the  fore  as  a  North-South  Issue.  Military  expenditures  and  arms 
transfers  continue  to  soar  at  the  same  time  that  essential  national  and  inter- 
national development-related  programs  are  starved  for  funds.  The  develop- 
ing countries  spent  approximately  $9  billion  in  1976  for  imported  arms. 
This  was  a  little  more  than  2  per  cent  of  the  world's  $4(X)  billion  military 
expenditures  and  about  10  per  cent  of  their  own  total  military  expendi- 
tures 

On  May  19,  1977,  President  Carter  announced  a  new  U.S.  arms  trans- 
fer pohcv  whose  long-term  objective  is  to  reduce  the  level  of  armaments 
worldwide  and  whose  principal  sho^t-term  objectives  are  to  set  controls  and 
guidelines  and  to  impose  restraints  on  the  transfer  abroad,  by  sales  or 
grants,  of  weapons  and  weapons-related  items.  On  February  I.  1978,  the 
President  announced  an  S8.6  billion  ceiling  level  for  such  transfers  in 
FY  1978.  It  should  be  noted  that  NATO  countries,  Japan,  Australia,  and 
New  Zealand  arc  exempted  from  this  ceiling,  as  arc  military  training  and 
construction  In  the  long  run,  however,  controls  on  sales  of  sophisticated 
arms  and  encouragement  of  restraints  on  the  part  of  both  suppliers  and 
recipients  through  multilateral  agreements  may  be  more  important  than 
ceilings  The  United  States  initiated  the  convening  of  a  U.S  -Sovict  work- 


^'See  Annex  D  for  mformation  about  arms  expenditures  and  total  military  expendi- 
tures 

"Lucy  Wilson  Benson.  Under  Secretary  of  State  for  Security  Assistance,  Science, 
and  Technology.  **U  S  Arms  Transfer  Policy."  testimony  to  the  Subcommittee  on  Inter- 
national Security  ar  J  Scientific  Affairs,  House  International  Relations  Committee, 
February  1.  1978 
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ing  group  on  arm,  transfer,,  which  appear,  to  be  makmg  some  progress. 

U  also  has  been  workmg  with  European  suppliers  to  limit  transfers 

in  k:J        L  r^^*"/J  °"  ^'"^''"'""ent  (HSODi  which  took  place 

but  rather  an  effort  to  hsi  priorities,  set  goals,  and  focus  public  opinion  on 
disarmament  issues.  It  confirmed  that  the  nuclear  superpowers  and  the 

Mv'  TV'"  ^'^^"'"8  perceptions  of  disarmament 

possibilities.  While  it  is  generally  recognized  that  there  is  a  potenial  trade- 
off  between  armament  expenditures  and  development  expenditures,  the 
world  does  not  seem  to  have  moved  beyond  the  hortatory  stage  in  effecting 
such  an  exchange.  Stimulated  by  the  French  delegation,  the  World 
Council,  meeting  m  Mexico  City  in  June,  called  upon  ihe  SSOD  "to  lake 
concrete  and  realistic  steps  which  would  lead  to  the  freeing  of  resources  as 
a  result  of  the  reduction  of  military  expenditures  in  order  to  nnance  the 
development  of  developing  countries.""  While  the  draft  final  document 

J5;nn   '''.r  '  ?  di^rmamem  and  development."  the 

SSOD  Itself  only  urged  the  Secretary-General  to  undertake  a  study  of  how 
much  disarmament  might  contribute  to  a  new  international  economic  order 
and  report  back  to  the  General  Assembly.-''  It  is  likely  that  the  only  effcc- 
tive  way  to  move  in  this  direction  would  be  a  deliberate  decision  by  a  major 
power  to  shift  Its  resources  from  nonproductive  (i.e..  armaments)  to  produc- 
tive (..e..  development)  uses.  While  such  a  shift  in  the  allocation  of  resources 
could  not  be  expected  to  be  a  one-for-one  transfer,  some  of  the  decreased 
armament  allocations  reasonably  could  be  expected  to  find  their  way  into 
development  expenditures.  ^ 

The  declaration  that  emerged  from  SSOD  makes  it  clear  that  the 
escalating  arms  race  is  seen  by  most  countries  more  as  a  threat  than  a  pro- 
tection  and  as  increasing  and  intensifying  insecurity.  The  declaration  re- 
peats the  standing  commitment  to  general  and  complete  disarmament  The 
program  of  action  discusses  in  considerable  detail  both  nuclear  and  conven- 
tional armaments  and  calls  for  another  special  session  on  this  subject  in 
1981  or  1982  to  review  progress.  It  was  agreed  at  SSOD  that  the  Geneva 

^.T.'"'"!r.r  M  ^^■'^^"''^  "P  '0  this  point  by  the  United 

States  and  the  U  SS.R..  should  be  broadened  to  include  all  nuclear  states 
and  should  have  a  rotating  chairmanship  vhich  may  bring  in  France  and 
other  interested  powers. 

The  Special  Session  a  non-aligned-country  initiative-  was  convened 
for  the  purpose  of  providing  a  forum  broader  than  bilateral  negotiations 
It  also  offered  the  opportunity  for  a  large  amount  of  nongovernmental  par- 
ticipation and  discussion  both  at  the  SSOD  itself  and  in  a  parallel  forum. 

"Report  01  thm  World  Food  Council  on  th»  Work  of  its  Fourth  Smaaian  1 1  m 


88 


While  there  was  no  indication  that  either  or  the  superpowers  is  prepared 
to  shift  Trom  the  SALT  II  negotiations  to  a  broader  Tramework,  the  SSOD 
estabhshed  two  Tollow-up  mechani.  tis:  a  Disarmament  Commission  for 
wider  U  N.  dehberation  and  a  Com  iliee  on  Disarmament  with  four  of 
the  five  nuclear  states  (not  China)  p^  ticipating.  Although  a  reduction  in 
arms  expenditures  is  an  obvious  source  of  increased  development  assistance 
funds,  only  a  little  attention  was  given  to  the  relation  of  disarmament  to 
development;  even  less  attention  was  given  to  reducing  the  South's  expendi- 
tures on  arms.  Neither  the  North  nor  the  South  is  ready  for  disarmament; 
the  political  will  does  not  exist.  Yet  almost  any  kind  of  beginning  is  better 
than  none,  and  SSOD  was  a  good  bit  better  than  that. 

Science  and  Technology  for  De%fiopmenC 

The  broad  subject  of  the  relationship  of  science  and  technology  to  develop- 
ment Will  be  taken  up  by  the  U.N.  Conference  on  Science  ar  u  Technology 
for  Development  (UNCSTD)  in  Vienr  -  in  August  1979.  This  subject  has 
been  of  continuous  concern  to  the  United  Nations  and  its  speciali:  1  agen- 
cies for  at  least  two  decades  a  ajor  U  N.  Conference  on  Science  and 
Technology  was  held  in  Geneva  in  ./63— -and  has  received  increasing  atten- 
tion from  the  developing  countries  in  the  1970' 

The  decision  to  convene  UNCSTD  wa^  .  n  by  the  Seventh  Special 
Session  of  the  U.N.  General  Assembly  in  197,  .  *  endorsed  by  the  Gen- 
eral Assembly  in  December  1976.  The  United  i>auons  established  a  firm, 
explicit  link  between  the  Conference  and  the  new  international  economic 
order  and  stressed  the  importance  of  applying  science  and  technology  to 
improve  the  quahty  of  life  for  all  people.^' 

UNCTAD  V.  which  will  take  place  two  months  prior  to  UNCSTD. 
may  have  considerable  impact  on  at  least  one  aspect  of  the  UNCSTD 
agenda  a  code  of  conduct  for  the  transfer  of  technology— to  which  the 
developing  countries  assign  great  importance.  The  UNCTAD  preparatory 
negotiations  on  a  technology-transfer  code  have  not  resolved  the  differences 
in  the  viewpoints  between  the  North  and  the  South,  The  developing  coun- 
tries propose  a  mandatory  code  with  the  following  elements:  a)  free  access 
to  technology,  with  no  restrictions  on  its  use,  on  the  assumption  that  tech- 
nology that  can  assist  development  is  the  common  patrimony  of  all  people, 
no  matter  who  developed  it;  b)  cost  reductions  to  offset  what  they  see  as  a 
monopoly  pricing  structure;  c)  limits  on  foreign  control  over  a  country *s 

"UN  General  Assembly  Resolutton  31/184.  December  2V  1976.  hsted  the 
following  objectives  for  the  Conference  "a)  to  adopt  concre*-*  decisions  on  ways  and 
means  of  applying  science  and  technology  In  estabhshing  a  new  international  economic 
order,  as  a  strategy  aimed  at  economic  and  social  development  w»*hin  a  time  frame, 
b)  to  strengthen  the  technological  capacity  of  developing  countries  so  as  to  enable 
them  to  apply  science  and  technology  to  their  own  development:  c)  to  adopt  effective 
means  for  the  utilization  of  scientific  and  technological  potentials  in  the  solution  of 
problems  of  development  of  national,  regional  and  global  significance,  especially  for 
the  benefit  of  developing  countries,  d)  *o  provide  instruments  of  cooperation  to  develop- 
ing countries  m  the  utilisation  of  science  and  technology  for  solving  socio-economic 
problems  thai  cannot  be  solved  by  individua  action,  m  accordance  with  national  priori- 
ties ' 
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natural  resources;  and  d)  acceptance  by  companies  that  engage  in  technol- 
ogy  transfer  of  greater  responsibility  for  inappropriate  or  culturally  disrup- 
tive  transfers  and  investments.  The  developed  countries,  on  the  other  hand, 
prefer  a  voluntary  code  that  leaves  to  private  negotiations  the  issues  of  ap^ 
propnateness  of  technology  and  cost;  they  argue  that  multilateral  efforts 
should  be  aimed  at  negotiating  rules  and  procedures  for  expropriations  and 
that,  once  the  risk  of  drastic  change  in  the  rules  of  the  game  is  removed, 
technology  will  flow  more  easily  across  national  boundaries.  They  contend 
that  the  proprietary  nature  of  technology  makes  many  of  the  developing- 
country  demands  impossible  to  meet.'* 

The  developing-country  argument  reinforces  a  widespread  fear  in  the 
United  States-and  most  other  industrialized  countries-  that  overseas 
dissemination  of  technical  know-how  and  technology  will  generate  com- 
petition  that  will  eliminate  markeis  abroad  and  jobs  at  home.  Both  labor 
and  business  groups  have  expressed  almost  as  much  concern  about  this  as 
about  the  more  immediate  threat  of  competition  in  such  vulnerable  sectors 
as  textiles,  shoes,  and  small  electronics.  Because  of  the  differences  in  per- 
spectives, it  was  considered  unlikely,  in  the  fall  of  1978.  that  a  compromise 
draft  of  the  technology-transfer  code  would  be  approved  before  the  end  of 
the  year. 

The  U.N.  Conference  on  Technical  Cooperation  among  Developing 
Countries  (TCDC)  was  held  in  Buenos  Aires  from  August  30  to  September 
12.  1978.  This  conference,  which  was  primarily  a  developing-country  event 
was  described  by  its  Secretary-General.  Bradford  Morse.  Administrato^ 
of  the  U.N.  Development  Programme  (UNDP),  as  "the  first  global  inter- 
governmental meeting  on  the  subject  of  technical  cooperation  for  develop- 
ment of  any  kind  under  any  auspices."  The  Conference  also  can  be  viewed 
as  a  prologue  to  UNCSTD.  Its  two  main  stated  purposes  were  I)  to  focus 
on  technical  cooperation  among  developing  countries  as  a  new  dimension 
of  international  cooperation  for  development  and  as  a  means  of  reducing 
these  countries'  "brain  drain"  and  their  dependence  on  expensive  and  often 
inappropriate  technology,  and  2)  to  adopt  a  plan  of  action  for  promoting 
and  implementing  such  cooperation.  Sponsors  and  participants  took  great 
pains  to  assure  Northern  countries  that  the  Conference  was  not  a  threat  to 
them  and  that  the  improvement  of  technical  cooperation  was  not  to  be 
viewed  as  a  substitute  for  lid  from  the  North.  Nevertheless,  the  purpose  of 
the  Conference  clearly  was  to  deal  with  distortions  in  the  technical  resource 
flow  between  North  anc!  South. 

The  results  of  TCIX"  are  expected  to  have  considerable  bearing  on  the 
atmosphere  at  UNCSTD.  Moreover,  the  emphasis  placed  on  "self-reliance" 
(meaning  interdependence  among  developing  countries,  rather  than  self- 
sufficiency  in  any  autarkic  sense)  was  a  positive  step  toward  the  establish- 

••For  ■  discuaston  o»  th«  relationship  between  technology,  culture  and  develOD- 
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ment  of  a  new  international  economic  order.  For  the  most  part,  the  Con- 
ference avoided  the  polemics  and  North-South  polarization  that  have  char- 
acteriicd  many  meetings  in  the  past.  Except  for  one  er  two  political  ges- 
tures, such  as  Libyan  criticism  of  Israeli  credentials,  the  delegations  con- 
centrated purposefully  on  the  work  at  hand  and  focused  on  technical  co- 
operation rather  than  on  political  confrontation.  The  U.S.  posture  was  af- 
firmative, modest,  and  cooperative  It  is  to  be  hoped  that  this  atmosphere 
can  be  sustained  at  UNCSTD. 

UNCSTD  is  of  great  interest  to  the  Third  World.  Nearly  all  of  the 
recommendations  summarized  and  consolidated  in  October  1978  in  the 
Secretary-Generars  "Draft  Outline  of  the  Programme  of  Action"  were 
made  by  developing  countries.^'  In  contrast  to  the  earlier  U.N.  Conference 
on  Science  and  Technology,  held  in  Geneva  in  1963,  UNCSTD  is  man- 
dated to  be  action-oriented  and  concerned  with  quantified  targets,  new 
concepts  of  development,  and  concrete  socio-economic  improvements." 
The  U.N.  literature  about  the  preparations  for  UNCSTD  refers  repeatedly 
to  ''obstacles"  to  the  adaptation  and  application  of  science  and  technology 
for  development  to  the  "choice  and  transfer"  of  technology  for  develop- 
ment (which  is  the  first  item  on  the  UNCSTD  agenda),  and  to  the  necessity 
for  a  "reassessment"  of  the  technology  imbalance  between  developed  and 
developing  countries.  This  imbalance  is  refiecled  in  the  fact  that  90  per  cent 
of  the  technological  innovations  take  place  in  and  for  the  developed  coun- 
tries, which  have  at  most  30  per  cent  of  the  woHd's  population.  The  **mo- 
nopolistic  character  of  the  international  technology  market"  is  perceived  by 
most  countries  to  be  a  major  obstacle  to  harnessing  science  and  technology 
for  development.^^ 

Most  of  the  countries  of  the  South  believe  that  developed  countries 
and  transnational  corporations  are  obstructing  iheir  access  to  the  technol- 
ogy they  ne^d  They  a>so  view  the  North's  insistence  on  the  private,  non- 
govcrnmcnial  character  of  copyrights,  patents,  and  licensing  requirements 
governing  particularly  the  most  advanced  technologies  as  either  a  smoke- 
screen or  simply  irrelevant  The  developing  countries  want  more  technology 
transfer,  and  ihe>  want  it  on  terms  that  reduce  their  dependence  on  the 
North.  The  official  guideline  for  the  national  papers  -which  will  be  "the 
essential  instrument  of  the  Conference" ^stresses  "analysis  of  the  factors 
which  increase  or  decrease  such  (technological)  dependency  and  . . .  the 
determining  factors  in  the  transfer  of  technological  capacity  and  the  im- 
portation of  technology/^  In  addition  to  technology  transfer,  the  develop- 

''U  N  General  Assembly.  *  U  N  Conference  on  Science  and  Technolooy  for  De- 
velopment Draft  Outhne  of  the  Programme  of  Action.  A  Note  by  the  Secretary-Qen- 
eral.  U  N  Doc  No  A/33/303.  October  20,  1978. 

^*Report  of  the  Prtiparatory  Committee  for  the  United  Nations  Conference  on 
Sctence  end  Technologi  tot  Development  U  N  General  Assen.bly  Official  Records 
Thirty-Second  Session.  Supplement  No  43  (A/32/43)  (New  York  United  Nations. 
1978) 

'♦U  N  General  Assemoiy.  Doc  No  A/33/31  >.  op  cit 
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mcnl  of  indigenous  technological  capability  is  the  other  major  theme  being 
advanced  by  the  South. 

The  developing  countries  recognize  that  most  high  technology  was 
developed  for  reasons  of  either  profit  or  defense,  rather  than  development, 
and  that  all  governments,  even  those  most  devoted  to  the  free  market, 
control  arms  and  nuclear  technology  and  their  transfer.  They  want  to  re- 
assess this  profit  and  defense  orientation  and  to  make  the  relationship  of 
science  and  technology  to  development  the  top  priority  for  science  and 
technology  policy.  They  perceive  this  objective  to  be  inextricably  linked 
to  their  call  for  a  new  international  economic  order. 

As  preparations  proceed  for  UhJCSTD,  the  U.S.  Administration— 
in  line  with  iu  continuing  effort  to  restructure  the  U.S.  foreign  assistance 
|.:ogram  and  to  establish  more  effective  linkages  with  middle-income  as 
well  as  lower-income  countries— is  in  the  process  of  establishing  a  Founda- 
tion for  International  Technological  Cooperation  (FITC).  The  creation  of 
such  a  foundation,  which  also  represents  a  strong  attempt  to  involve  the 
science  and  technology  community  more  deeply  in  the  endeavor  to  help 
poor  countries  meet  their  basic  human  needs,  was  recommended  in  the 
recent  Brookings  Institution's  report  on  restructuring  foreign  assistance. 
The  decision  to  create  the  FITC  was  announced  by  President  Carter  in  his 
major  address  to  the  legislature  of  Venezuela  in  March  1978.  A  small 
staff  and  an  experienced  advisory  committee  are  now  in  the  process  of 
exploring  ihe  proposed  FITC's  purposes,  organization,  and  relationship  to 
the  rest  of  the  foreign  assistance  program.  FITC  probably  will  constitute 
a  major  feature  of  the  U.S.  position  at  UNCSTD. 

In  1977,  the  Carter  Administration  established  an  Office  of  the  U.S. 
Coordinator  for  UNCSTD  within  the  Department  of  State.  Under  the 
sponsorship  of  this  Office— whose  purpose  is  to  provide  support  for  the 
U.S.  delegation  to  UNCSTD  and  to  prepare  the  national  paper— repre- 
sentatives from  nongovernmental  groups,  business,  and  labor  met  all  across 
the  country  to  give  the  Administration  opinions  on  what  U.S.  technology 
policy  should  be.  In  addition,  the  1977  foreign  relations  legislation  autho- 
rized the  President  to  *'take  appropriate  steps  to  ensure  that  at  all  stages** 
of  UNCSTD  ^the  development  and  use  of  light  capital  technologies"  is 
emphasized  by  the  U.S.  representative.^'  This  was  an  attempt  by  Congress 
to  ensure  that  the  woHd's  increasingly  scarce  capital  would  be  stretched  to 
help  all  the  world*s  poor. 

The  U  S  national  paper  relics  fcr  its  basic  thrust  on  the  viewpoints 
expressed  by  the  pnvaie  sector  and  by  Congress  -  as  well  as  on  the  pro- 
posal for  the  FITC.  It  takes  the  position  that  UNCSTD  should  have  the 
following  goals:  a)  to  ensure  Ibat  science  and  technology  contribute  fully  to 


»oieste  E  Gordon  et  at  .  fntenm  Report  An  Ass0ssm9nt  of  D0v0lopm€nt  As- 
sistance Sirdtegi0S  (Washtngton.  D  C    Brookings  Institution.  1977) 

^'Foreign  Relations  Authorization  Act  Fiscal  Year  1978.  Public  Law  95-105. 
Section  507 
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°^  developing  countries  by  the 

year  2000.  b)  to  take  further  steps  toward  the  evolution  of  a  mutually  bene- 
ncial  new  international  economic  order  in  the  context  of  self-reliant  growth 
and  c)  to  prepare  the  ground  for  more  effective  efforts  to  engage  science 
and  technology  in  these  problems  of  common  concern.  According  to  the 
United  States,  these  goals  would  provide  a  sound  and  promising  base  for 
future  international  cooperation  in  science  and  technology. 

In  the  field  of  proprietary  technology,  however,  it  is  not  yet  clear  how 
far  the  U.S.  position  will  go  toward  meeting  the  strong  contention  of  some 
developing  countries  that  the  profit-making  enterprises  of  the  North,  which 
are  the  principal  source  of  commercial  and  industrial  technology  have  little 
regard  for  the  development  impact  (or  the  anti-development  impact)  of 
the  manner  in  which  they  play  their  potent  roles  in  the  world  economy 

UNCSTD  will  bring  to  a  close  the  series  of  major  conferences  held 
under  the  auspices  of  the  United  Nations  on  specific  development-related 
topics,  the  environment  (Stockholm.  1972).  population  (Bucharest  1974) 
food  (Rome.  1974).  women  (Mexico  City.  1975).  human  settlements  (Van- 
couver. 1976).  desertification  (Nairobi.  1977).  and  technical  cooperation 
among  developing  countries  (Buenos  Aires.  1978).  It  will  be  the  last  such 
conference  before  the  1980  U.N.  General  Assembly  special  session  that  is 
to  deal  with  development  cooperation  for  the  remainder  of  the  cemury.  and 
It  has  the  potential  for  affecting  that  session  considerably. 

For  this  reason,  the  United  Stales  should  be  neither  passive  nor  re- 
nilirJi-rn  ufTT'*'"-  Preparations  for.  and  participation  in. 

UNCSTD.  With  adequate  preparation,  and  if  the  United  States  contributes 
leadership  to  some  effective  results  at  UNCTAD.  it  should  be  possible  to 
avoiu  having  UNCSTD  degenerate  into  a  rancorous  and  futile  argument 
about  patent  rights  and  help  it  make  a  m^jor  contribution  to  planning  for 
development  progress  in  the  1980s  and  1990s, 

Energy  and  the  Developing  Countries 

In  April  1977.  President  Carter  proposed  his  four-point  national  energy 
plan,  aimed  at  reducing  oil  imports  from  8  million  to  6  million  barrels  per 
day  by  1985.  The  four  points  of  the  plan-^designed  primarily  to  address 
domestic  concerns  are  conservation,  incentive  pricing,  conversion  by  large 
consumers  from  oil  and  gas  to  coal  and  other  sources,  and  development  of 
renewable  energy  resources  The  President  also  proposed  that  a  Department 
of  Kncrgy  (POL)  be  created  to  execute  the  plan  The  DOE  was  authorized 
by  Congress  and  came  into  existence  in  1977.  About  a  year  and  a  half 
later  after  the  Bonn  summit,  where  most  of  the  other  dcveloped-country 
heads  of  government  blamed  high  U  S  oil  imports  for  a  good  deal  of  the 
v.0T\&%  economic  problems  Congress  passed  a  watered-down  version  of 
the  original  far-reaching  proposal;  this  was  a  first,  bu;  far  from  dramatic, 
step  toward  a  rational  energy  policy. 

Congress  did.  however,  provide  $18  million  in  FY  1978  foreign  aid 
appropriations  for  "cooperative  programs  with  developing  countries  in 
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energy  produciion  and  conservaiion."  particularly  for  small-scale,  decen- 
tralwed.  renewable  energy  sources  for  rural  areas  as  integral  parts  of  over- 
•  I  rural  development  efTons  "  In  accordance  with  this  legislation,  the 
U.S.  Agency  for  International  Dcve.opment  (AID)  commissioned  a  variety 
of  technical  studies  of  renewable  energy  in  the  Third  World  and  began  to 
play  an  active  role  in  regard  to  the  mergy  needs  of  the  developing  countries 
by  promoting  applied  research  and  development  (R  and  D)  and  improving 
their  energy  planning  and  R  and  D  capacity.  The  U.S.  purpose  is  to  test 
whether  at  least  some  of  the  developing  countries  can  move  far  more  direct- 
ly than  under  present  projections  to  use  of  renewable  energy  sources  (cspe- 

obsolescing  oil  phase.  In  fhe  fall 
or  1978.  the  United  States  also  announced  its  support  for  the  U.N  Confer- 
ence on  New  and  Renewable  Energy  poposed  for  1981.  Both  of  these  are 
welcome  decisions.  It  appears  that  the  elimination  of  the  worst  aspects  of 
absolute  poverty  by  the  year  2000  will  not  be  possible  without  more  modem 
forms  of  energy.  Attempting  to  achieve  this  goal  along  historic  oil-intensive 
patterns  would  place  a  heavy  demand  on  the  planet's  remaining  supply  of 

Nuclear  energy  has  been  an  especially  difficult  and  sensitive  area 
India  s  "peaceful  nuclear  explosion"  in  1971  led  to  increased  efforts  by  the 
United  States,  the  Soviet  Union,  and  some  oiher  nuclear  suppliers  to  close 
the  loopholes  in  international  nuclear  energy  technology  transfer  that  might 
permit  weapons  proliferation.  The  new  Administration  successfully  per- 
suaded Taiwan  and  South  Korea  not  to  purchase  nuclear  energy  facilities 
with  weapons-making  potential.  However,  it  pressed  the  point  with  such 
vigor  and  lack  of  concern  for  national  sensitivities  in  either  Europe  or  the 
developing  countries  that  a  backlash  set  in,  particularly  in  Brazil.  With  the 
beneHl  of  a  subsequent  course  correction  and  a  less  heavy-handed  approach 
considerable  progress  was  achieved  in  late  1977  and  1978;  for  e,  ample,  the 
fact  that  France  cancelled  a  sale  of  nuclear  technology  to  Pakistan  was  in 
part  due  to  U.S.  efforts. 

In  the  summer  of  1977,  the  United  States  met  in  London  with  the 
nneen  present  or  soon-to-be  exporters  of  nuclear  energy  technology.  This 
Nuclear  Suppliers  Group  agreed  upon  a  set  of  guidelines  designed  to  limit 
the  diversion  of  "sensitive  nuclear  materials"  to  weapons  development  and 
urged  restraint  on  would-bc  exporters  of  such  materials  to  the  Third  WoriJ. 
In  addition,  the  Administration  initiated  a  two-year  multilateral  effort— 
the  International  Nuclear  Fuel  Cycle  Evaluation  Review,  involving  forty 
developed  and  developing  nations -to  propose  new  avenues  for  develop- 
ment of  nuclear  energy  technologies  that  mmimize  the  potential  for  weap- 
on$  proliferation  and  radioactive  pollution. 


S«t(w"i*9(l)7r*'  and  Food  Assistance  Act  of  i977.  Public  Law  95-88. 

"Smm  ChaptAT  2.  pp  68-M. 
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The  United  States  also  passed  legislation  in  early  1978  requiring  any 
importer  of  nuclear  technology  from  the  United  States  to  permit  the  Inter- 
national Atomic  Agency  to  inspect  its  nuclear  facilities.  The  United  States 
presently  is  considering  an  agreement  with  Japan  to  establish  a  Pacific 
center  for  receipt  and  processing  of  nuclear  wastes  and  has  been  exploring 
the  possibility  of  similar  centers  elsewhere. 

While  the  Administration  has  shown  its  interest  in  tightening  con- 
trols over  energy  materials  usable  in  making  weapons  and  over  the  facilities 
that  produce  them,  the  developing  countries  have  been  little  involved  in  any 
of  the  decisions  on  nuclear  energy.  Congress  appropriated  funds  for  energy 
surveys  to  help  the  developing  countries  find  alternatives  to  nuclear  energy, 
but  in  doing  so,  it  started  with  an  answer  (i.e.,  non-nucSear  energy  for  the 
developing  countries)  rather  than  the  question  (i.e.,  how  can  the  United 
States  help  developing  countries  meet  their  energy  needs).  As  a  result, 
developing-country  interest  in  such  surveys  is  relatively  low.  The  United 
States  should  shift  away  from  its  negative  stance  toward  an  emphasis  on 
helping  the  developing  countries  develop  both  nonrenewable  and  renewable 
energy  supplies  to  advance  their  development  goals.  The  energy  issue  offers 
a  major  opportunity  for  North-South  cooperation 

The  World  Food  Situation'^ 

Food-related  issues  have  been  a  major  concern  of  several  international 
forums  during  the  last  two  years.  The  U.N.  Food  and  Agriculture  Organiza- 
tion (FAO)  concluded  a  reasonably  successful  biennial  conference  in  Rome 
in  November  1977  and  began  laying  the  groundwork  for  a  World  Confer- 
ence on  Agrarian  Reform  and  Rural  Development  to  take  place  in  Rome 
from  July  12  to  July  20,  1979.  Preparatory  meetings  have  oeen  held  in  all 
of  the  major  developing;  regions,  but  without  strong  commitm**  ts  to  the 
kinds  of  land-reform  measures  that  benefit  the  small  farmer  an^  it  may 
well  be  prerequisites  for  lasting  and  meaningful  rural  development  in  many 
countries  Although  there  is  considerable  private-organization  interest  in 
the  Conference,  the  U.S.  government  as  of  late  1978  was  not  well  organized 
in  this  preparatory  phase  U.S.  policy  appears  to  accord  it  rather  low  prior- 
ity, as  it  does  to  the  FAO  itself 

The  World  Food  Council,  created  by  the  1974  U.N.  World  Food  Con- 
ference in  Rome  to  coordinate  the  Conference  results  and  to  be  the  highest 
organ  of  the  United  Nations  on  food  policy,  held  its  fourth  annual  meeting 
in  Mexico  Ciiy  in  June  1978.  It  found  it  necessary  to  describe*  the  world 
food  situation  in  the  same  stark  terms  it  had  used  in  Manila  the  year  be- 
fore, progress  lo\%ard  the  CounciPs  objective  of  relieving  world  hunger  has 
been  painfull)  slow. 

In  Its  Mexico  Declaration,  the  C  ouncil  agreed  that  "the  low  rate  of 
increase  in  food  |vroduclion  in  the  fc  Jcficii  developing  countries  reflects 
ihc  failure  of  ihc  iiUcrndiional  comniunity  lo  achieve  the  high  priority  for 


'•See  Chapter  2  pp  63  66.  tor  turther  f^eatment 
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those  objectives  called  for  by  the  World  Food  Conference  and  the  Manila 
Communique.""  It  expressed  its  concern  about  slow  progress  in  mobilizing 
external  resources,  adjusting  the  agricultural  sector  in  food-deficit  countries 
to  encourage  food  production,  achieving  a  higher  priority  for  nutrition, 
overcoming  constraints  to  food  production  and  distribution,  achieving 
greater  support  by  multilateriti  and  bilateral  donors  to  increase  the  supply 
of  agricultural  inputs,  and  carrying  out  agrarian  and  socio-economic  re- 
forms. 

Among  other  things,  the  Council  called  on  all  governments  to  par- 
ticipate actively  in  the  World  Conference  on  Agrarian  Reform  and  Rural 
Development.  To  underscore  the  importance  it  attached  to  that  Confer- 
ence,  which  is  to  meet  in  July,  the  Council  postponed  its  own  fifth  session 
until  September,  at  which  time  it  will  meet  in  Canada. 

The  SI  billion  International  Fund  for  Agricultural  Development 
(IFAD>-the  other  institution  that  grew  out  of  the  1974  World  Food  Con- 
ference-to  which  the  United  States  contributed  S200  million,  was  estab- 
hshed  in  November  1977.'*  It  approved  its  first  projects  in  early  1978. 

intensive  negotiations,  begun  in  February  and  March  1978  in  the 
International  Wheat  Council  and  continuing  in  June  under  UNCTAD 
auspices,  failed  to  produce  either  a  new  International  Wheat  Agreement 
(to  replace  the  1971  Agreement,  wnich  had  been  extended  to  June  1978) 
or  a  gram  reserve  arrangement— even  though  most  of  the  participating 
countries,  including  the  United  States,  had  signed  the  "International  Un- 
dertaking on  World  Food  Security"  sponsored  by  the  U.N.  Food  and  Agri- 
culture Organization,  providing  for  special  assistance  to  developing  coun- 
tries 10  ensure  an  adequate  supply  of  grain.  The  1971  International  Wheat 
Agreement,  which  none  of  the  parties  now  considers  adequate,  was  ex- 
tended for  another  year  until  July  I.  1979.  At  the  June  negotiations,  the 
United  States  increased  its  pledge  under  the  Food  Aid  Convention  of  the 
International  Wheal  Agreement  to  4.47  million  metric  tons  and  promised 
an  additional  20  per  cent  in  shortfall  years.  The  interim  committee  of  the 
International  Wheat  Council,  which  met  m  October  1978.  was  scill  unable 
to  resolve  basic  differences  between  the  European  Community  and  the 
United  States  over  trigger  price  levels:  however,  the  committee  did  make 
snough  progress  to  justify  submitting  to  the  full  conference,  ineeting  in 
Geneva  in  November,  the  draft  texts  of  the  three  conventions  that  would 
make  up  the  new  agreement. 

The  Administration's  heightened  interest  in  the  world  food  situation 
was  marked  by  the  fact  that  Secretary  of  Agriculture  Bob  Bergland  headed 
the  U.S.  delegation  to  the  meeting  of  the  World  Food  Council  in  1977  and 
1978;  his  predecessor  had  never  attended  a  Council  session.  And  U.S. 

»«wrro/W>«  worm  Food  Council,  op  cit  ,  p.  4. 

Confl!!^- «*!*?072  °'       l^fO*"""  ''0"i  Saudi  Arabia  at  the  World  Food 

^^It^i  •^•.composition  of  its  governing  board  makes  it  unique  among 
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Secretary  of  Stale  Vance,  addressing  the  U.N.  General  Assembly  in  Sep* 
tember  1978,  underlined  the  President's  concern  once  again  by  noting  that 
'"our  first  urgent  priority  is  assuring  adequate  Toed  and  stable  agricultural 
prices  Tor  all  people.**  He  proposed  that  the  General  Assembly,  Tour  years 
after  the  World  Food  Conference,  "review  the  world  food  situation— to 
identify  the  current  obstacles  to  progress  and  to  restore  a  sense  of  urgency 
to  meeting  mankind's  most  basic  need.**^' 

Congress  increased  its  support  for  agricultural  and  other  food-related 
programs;  it  appropriated  more  funds  for  assistance  to  food  production  in 
poor  countries  in  FYs  1978  and  1979  than  in  previous  years.  It  also  made 
available  the  full  amount  equested  for  the  fifth  replenishment  of  the  Inter- 
national Development  Association  (IDA)  (most  of  which  goes  fo:  rural  de* 
veiopment  in  poor  countries)  and  paid  up  more  than  half  of  the  two-year 
U.S.  delinquency  on  the  fourth  replenishment  o^  IDA. 

The  United  States  also  engaged  in  discussion  or  action  on  the  following 
tnree  different,  but  related,  food  reserve  policies  and  programs  in  1977  and 
1978. 

1.  The  Food  and  Agriculture  Act  of  1977  called  for  a  farmer-held  U  S. 
domestic  grain  reserve  of  between  300  million  and  700  million  bushels  of 
wheal.''  Once  storage  payments  were  increased  early  in  1978,  farmers 
accumulated  this  rapidly.  By  late  1978,  about  400  million  bushels  were  in 
the  farmer-held  reserve. 

2.  The  500,000-ton  (about  18.5  million  bushels)  International  Emer- 
gency Reserve  called  for  by  the  Seventh  Special  Session  of  the  U.N.  Gen- 
eral AssembI)  nearly  reached  its  targ^ci  in  the  Tirst  quarter  of  1978;  the 
United  States  contributed  125,000  tons.  Since  it  was  depleted  by  more  than 
a  third  by  the  ti  me  of  the  Woild  Food  Council's  Mexico  City  session,  the 
Council  recommended  that  the  reserve  be  a  continuing  one,  with  periodic 
replenishments.  By  the  end  of  October  1978,  however,  the  500,000-ton 
target  still  had  not  quite  been  reached.  In  October,  the  United  States  an- 
nounced its  pledge  of  a  second  1 25,000  tons. 

3.  Senate  hearings  on  the  Administration's  proposed  government-held 
international  emergency  wheat  reserve  of  6  million  tons  (220  million  bush- 
els) underscored  the  Congress's  caution  regarding  this  method  of  handling 
reserves  Such  holdings  would  require  stipulated  prices  for  buying  and  sell- 
ing the  grain,  and  producers  are  very  resistant  to  mandatory  release  prices. 
In  late  September.  Congress  still  was  debating  legislation  to  establish  an 
international  emergency  wheat  reserve  of  3  million  to  6  million  tons,  tied 
to  the  Food  for  Peace  Program  and  carefully  insulated  from  the  market. 
In  Ihc  adjournment  rush,  hovevcr,  the  reserve  bill  failed  to  reach  the  floor 
for  a  vote 


^'Varice  op  cu  The  Secretary  devoted  a  significant  segment  of  hi$  address  to 
the  food  problem 

'•Pood  and  Agriculture  Act  of  1977.  Public  Law  94-133 


/o .  *".oL'v^^' *  ^^""^  P^''  '°  'he  Food  for  Peace  Program 
IL  n    .     r  r"'J"'.''"''*  Development  Program,  permits 

recipients  of  food  under  the  concessional  sales  program  (Title  I)  to  make 
repayments  in  local  currencies  if  those  funds  arc  devoted  to  rural  develop- 
ment projects.  In  addition,  a  comprehensive  inter-agency  review  of  P  L  480 
was  completed  in  May  1978.  with  considerable  input  from  the  private  sec- 
tor, this  review  made  useful  speciHc  recommendations  for  increasing  the 
proportion  of  food  aid  provided  on  a  grant  basis  (Title  II)  in  the  total  pro- 
gram, for  greater  planning  and  assurance  of  continuity,  and  for  rcdesijin- 
•ng  program  goals  to  highlight  development 

Public  and  congressional  concern  about  ihc  continuing  hunger  and 
malnutrition  of  nearly  one  half  billion  people  despite  three  years  of  favor- 
able harvwts.  together  with  the  conclusion  of  the  National  Academy  of 
ScienciM  tVoHd  Food  and  Nutrition  Study  that  the  worst  aspects  of  hunger 
could  be  ehminated  by  the  end  of  the  century.-  prompted  President  Carter 
to  create  a  World  Hunger  Working  Group  within  the  Executive  Branch  in 
September  1977.  The  Group  was  charged  with  recommending  a  new.  more 
direct  attack  on  the  problem  of  hunger.  In  September  1978.  the  President 
released  the  Working  Group  s  report"  and  announced  the  creation  of  the 
Presidential  Commission  on  World  Hunger,  headed  by  Sol  M  Linowitz 
former  U.S.  Representative  to  the  Organization  of  American  States  and  a 
prmcpal  negotiator  of  the  Panama  Canal  Treaties,  to  help  inform  the 
public  on  these  .natters  and  recommend  policies  to  the  Administration  The 
Commission  consisting  of  twenty  persons  (four  of  whom  are  members  of 
Congress),  had  been  called  for  in  a  resolution  passed  by  both  houses  of 
Congress  m  late  1977."  The  Executive  Order  establishing  the  Commission 
mandates  it  to  study  the  problem  of  world  hunger;  review  existing  pro- 
jrams;  make  recommendations  for  new  or  modified  policies,  programs,  and 


decision-making  processes;  and  educate  ihc  public  about  the  problem/^  If 
the  Commission  does  these  things  well  and  makes  recommendations  with- 
out regard  to  existing  budget  ceilings,  it  may  have  a  significant  impact  on 
U.S.  policy  and  on  world  hunger  and  malnutrition. 

It  is  ironic  that  at  almost  the  same  time  that  the  resolution  was  being 
passed  in  late  1977,  the  Administration  found  it  necessary  to  respond  to  the 
domestic  grain  surplus,  and  the  resulting  congressional  pressure,  by  offering 
farmers  incentives  to  set  aside  up  to  20  per  cent  of  their  wheal  acreage  and 
10  per  cent  of  their  corn  acreage  in  order  to  reduce  production  and  main- 
tain farm  incomes.  In  spile  of  these  cutbacks,  however,  many  observers  still 
expect  U.S.  agricultural  exports  to  set  new  records  in  1978  in  both  quantity 
and  money  terms.  In  mid-October  the  Department  of  Agriculture  an- 
nounced a  record  corn  crop,  and  in  mid-November  it  became  clear  that  the 
Administration  would  have  to  give  serious  consideration  to  further  incen- 
tives to  reduce  grain  production,  despite  their  possible  inflationary  effects. 

For  the  near-term  future,  while  the  Presidential  Commission  pursues 
its  objectives  and  while  the  reorganization  of  policy  and  programming  in 
the  food  and  agricultural  field  proceeds  under  the  auspices  of  the  Presi- 
dent's reorganization  project,  a  major  focus  of  U.S.  policy  should  be  on 
creating  the  internanonal  emergency  reserve  that  will  be  back  on  the  con- 
gressional ag^tnda  early  in  1979.  Thereafter,  effort  should  be  focused  on 
integrating  this  reserve  into  an  international  food  reserve  system  related  to 
a  new  International  Wheal  Agreemeni.  The  Administration  should  intensi- 
fy its  effort  to  conclude  that  Agreemeni  as  well  as  a  generous  Food  Aid 
Convention  and  special  provisions  for  the  food-deficit  countries.  Finally, 
the  United  Slates  shortly  will  need  lo  give  consideration  to  the  replenish- 
ment of  IFAD 

Basic  Human  Needs  and  L  .S.  De>elopmen(  Assistance 
As  noted  in  Chapter  I,  the  World  Employment  Conference  sponsored  by 
the  International  Labour  Organisation  in  June  1976  called  for  incorporat- 
ing direct  action  on  basic  human  needs  in  any  comprehensive  development 
strategy  While  the  Conference  did  not  agree  to  any  uniform  minimum 
standard  for  basic  human  needs  and  did  not  formally  agree  to  set  the  year 
2000  (proposed  by  the  ILO  Secretariat  in  its  comprehensive  study  prepared 
for  the  Conference'')  or  any  other  specific  target  date  as  the  lime  by  which 
basic  needs  should  be  met  in  all  countries  -the  Programme  of  Action 
adopted  stated  explicitly  thai  basic  human  needs  include:  "certain  mini- 
mum requirements  of  a  family  for  private  consumption:  adequate  food, 
shelter,  and  clothing."  ^essential  services  provided  by  and  for  the  commun- 
ity at  large,  such  as  sale  drink ing  water,  sanitation,  public  transport,  and 


♦^Enecutiv©  Order  No  12078.  Office  of  the  White  House  Press  Secretary.  Sep- 
lember  5.  1978 

♦♦ILO  International  Labour  Office.  Employment.  Growth  and  Basic  Heads:  A 
Ona*  World  Problem,  published  for  the  Overseas  Development  Council  in  cooperation 

\*^ith  the  international  Labouf  Office  (New  York  Praeger  Publishers  Inc  .  1977),  p.  40 
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health*  cducationii  and  cultural  facilities,**  and  "freely  chosen  employ- 
ment.**  It  also  stated  that  basic  needs  **implies  the  participation  of  the 
people  in  making  the  decisiofu  which  affect  them.***'  Although  the  Con- 
ference reached  no  agreement  on  how  these  ends  should  be  achieved*  there 
was  a  clear  consensus  on  what  they  are.  A  novel  aspect  of  the  Conference 
was  iu  parallel  emphasis  on  the  internal  and  international  policies  that  are 
required  for  the  success  of  a  serious  effort  to  eliminate  absolute  poverty  in 
all  countries.  It  was  the  first  time  that  an  international  forum  with  a  ma- 
jority of  participants  from  developing  countries  had  insisted  on  the  neces- 
sity of  internal  as  well  as  interatate  reforms. 

Since  the  World  Employment  Conference— as  the  overview  essay  of 
this  Agenda  points  out— the  objective  of  meeting  basic  human  needs  within 
the  specific  time  frame  of  the  remainder  of  this  century,  together  with  a 
discussion  of  some  specific  targeU  for  such  an  approach,  has  gained  in* 
creased  legitimacy  internationally  as  well  as  in  the  United  States/* 

In  the  early  1970s,  the  U.S.  Congress,  too,  began  to  show  its  concern 
for  people  by  including  basic  human  needs  provisions  in  some  of  its  legis- 
lation. In  accordance  with  the  1973  "new  directions**  amendments  to  the 
foreign  assistance  act,  U.S.  bilateral  development  assistance  over  the  past 
few  years  has  been  used  increasingly  for  small-scale  projects  in  food  and 
nutrition,  health  and  family  planning,  and  education  and  human  resource 
development.  As  of  FY  1977,  the  United  States  provided  nearly  all  its 
assistance  on  a  grant  basis  to  those  countries  considered  *1east  developed** 
by  the  United  Nations. 

Congressional  emphasis  on  basic  human  needs  recognizes  that  so- 
called  economic  human  rights  are  the  other  side  of  the  human  rights  coin, 
whose  absence  robs  political  human  rights  of  much  of  their  meaning.  In 
1977,  Congress  reaffirmed  its  conviction  that  a  larger  proportion  of  U.S. 
bilateral  assistance  should  be  targeted  on  basic  human  needs  and  on  the 
poorest  countries;  an  amendment  to  the  foreign  assistance  act  required  that 
development  assistance  be  increasingly  concentrated  in  countries,  especially 
low-income  countries,  that  are  committed  to  helping  the  poorest  people  to 
achieve  a  better  life  and  can  effectively  use  assistance  in  doing  so.  The 
President  was  asked  to  propose  socio-economic  criteria  to  assess  the  com- 
mitment and  progress  of  recipient  countries  in  meeting  the  basic  needs  of 
their  poorest  people.  AID  submitted  a  list  of  these  to  Congress,  which  also 
wants  the  President  to  urge  that  these  criteria  be  adopted  in  international 
development  organizations  of  which  the  United  States  is  a  member.*'  The 


*Nbid  .  pp  191-92 

«*See  pp  6-a  of  this  volume 

*'00C  s  development  of  the  Physical  Quality  of  Life  indei  (PQLI)  and  the  Oil- 
parity  Reduction  Rate  (ORR)  (discussed  m  greater  detail  on  pp.  129-44)  came  in  re- 
sponse to  this  widely  expressed  concern  Not  only  the  U  S  Congress,  but  also  many 
of  the  other  sources  emphasizing  basic  human  needs —including  the  U  N  Secretary- 
General  and  the  Tinbergen  Group  m  its  RIO  report^have  also  stressed  the  desirability 
of  developing  more  widely  usable  measures  of  progress  toward  meet'r>g  those  need^ 
than  have  been  provided  by  existing  indicators. 
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Inlcrnational  Financial  Institutions  Act  of  1977,  moreover,  requires  that 
the  U.S.  government  use  its  voice  and  vote  in  those  institutions  to  empha- 
size assistance  to  basic  human  needs  projects/" 

In  the  Food  for  Peace  Program,  too.  Congress  reiterated  its  intent 
that  more  U.S.  assistance  be  focused  on  pooi  :ountries  and  on  basic-needs- 
related  programs.  Seventy-five  per  cent  of  food  aid  commodities  under 
concessional  sales  must  continue  to  go  to  countries  meeting  poverty  criteria 
(in  this  case,  members  of  the  International  Development  Association  having 
per  capita  incomes  of  $520  or  less,  in  1975  dollars).  The  Food  for  Develop- 
ment Program  added  to  P.L.  480  by  Title  111  is  designed  for  countries  that 
meet  lDA*s  poverty  criteria,  need  external  resources,  and  desire  to  improve 
their  food  production,  marketing,  distribution,  and  storage  systems.  Funds 
accruing  from  the  local  sale  of  conccssionally  financed  U.S.  agricultural 
commodities  may  be  applied  against  the  developing  country's  repayment 
obligations  and  used  for  specific  agricultural  and  rural  development  pro- 
grams. A  minimum  of  5  per  cent  of  Title  1  funds  was  to  be  allocated  for 
the  new  program  in  1978,  10  per  cent  for  1979,  and  15  per  cent  for  1980 
and  thereafter.  Yet  this  program  has  moved  so  slowly  that  the  5  per  cent 
fioor  was  not  reached  in  FY  1978;  only  two  Title  111  agreements-^those 
with  Bangladesh  and  Bolivian-were  signed. 

The  developing  countries  themselves  and  such  institutions  as  the  Or- 
ganisation for  Economic  Co-operation  and  Development  and  the  World 
Bank  have  been  calling  for  increased  concessional  financing  for  develop- 
ment programs.  But  the  United  States  has  allocated  few  new  funds  to  its 
bilateral  assistance  program  The  increase  in  the  U.S.  multilateral  assis- 
tance program  has  also  been  modest;  the  apparently  large  increase— from  a 
little  over  $1  billion  in  FY  1977  to  almost  $2  billion  in  FY  1978  and 
about  $2.5  billion  in  FY  1979— resulted  in  large  part  because  the  appro- 
priation included  funds  for  partial  payment  of  pledges  on  which  the  United 
States  was  in  arrears  and  in  part  because  it  included,  at  congressional  in- 
sistence, callable  capital  (i.e.,  capital  that  is  committed  but  not  transferred 
to  the  international  financial  institutions  and  thus  not  likely  to  be  used, 
since  it  is  merely  backing  for  loans). 

Despite  President  Carter's  intention,  expressed  during  his  campaign 
and  during  his  first  year  in  office,  to  rr..se  substantially  the  U.S.  contribu- 
tion to  development  assistance,  the  increase  in  bilateral  development  as- 
sistance funds  appropriated  for  FY  1979  (in  response  to  the  first  budget 
proposed  entirely  by  the  Carter  Administration)  was  relatively  small.  The 
program  will  have  to  grow  much  more  rapidly  i**  subsequent  years  to  reach 
the  reported  presidential  target  of  doubling  official  development  assistance 
(to  $8  3  bilhon)  in  current  dollars  over  the  five-year  period  ending  in  1982. 


^'International  Financial  Institutions  Act.  1977.  Public  Law  95-118 
♦•Section  211  of  the  International  Development  and  Food  Assistance  Act  of  1977 
added  Title  III  to  the  Food  for  Peace  Program 
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The  most  recent  report  of  the  OECD  shows  U.S.  ofTicial  development 

^^7*  ^ri'J'-  multilateral  assistance  combined)  it  a 

record  low  of  0.22  percent  of  GN  P. 

of  both  Congress  and  the  President  about  the  neccs- 
sity  or  increased  concentration  on.  and  funding  for.  basic  needs  projects 
•nd  lowincome  countries  gets  stronger  each  year,  the  United  States  has 
^  aJ^*!!!^*'  f^'***"  "distance  program  in  a  man- 

Z  -rj!"?  V^"^'  f I***  '<>  ihe  basic  needs  emphasis  of 

the  new  directions  legislation.  The  late  Senator  Hubert  H.  Humphrey 
callol  attention  to  this  discrepancy  in  a  statement  written  about  the  pro- 
posed  International  Development  Cooperation  Act  of  1978-which  recom- 
men*  f.r-reaching  changes  in  the  structure,  operation,  and  coordination  of 
u.».  development  assistance 

Our  development  assistance  programs,  unlike  our  major  expendi- 
tures  in  the  Middle  East  to  support  political  and  security  objec- 
tiv«,  do  not  have  specific  goals,  but  only  commendable  emphases 
such  as  helping  the  poor  and  increasing  food  production  Our 
impkmentation  machinery  is  badly  fragmented  and  lacks  the 
confidence  of  much  of  the  Congress  and  the  American  people." 

iur.^ZTJl''"'^'^^  recognized  that  a  recommendation  by  the  Admin- 
istration  to  put  more  money  into  basic  needs  programs  would  be  politically 
unpe«uasive  unless  it  was  accompanied  by  a  reformulation  of  thrpurpose 
rlVin.  .I^'.^'^P'"^'  assistance  and  a  reorganization  of  the  offices  admin- 
stermg  that  assistance.  After  the  Humphrey  proposals  were  considered  by 
UJe  State.  Treasun^.  and  Agriculture  Departments.  AID.  the  Peace  Corps. 
White  House  staff  offices,  and  other  parts  of  the  Executive  Branch,  the 
Administration  opted  for  an  immediate  upgrading  and  broadening  of  the 
mS^r  ?r'"*  D^^'^'opment  Coordination  Commit- 

tee (DCC).  and  for  the  establishment  of  the  Foundation  for  International 
Technological  Cooperation  discussed  above.  Still  under  consideration  is  the 
!Slh  Ain°.i.*       '"'""ational  Development  Cooperation  Agency  into 

To^^Wv  ihn    ;  ^^'P*'  '""^  o'h^'  off""^"  (most 

notably  those  dealing  with  the  increasingly  important  multilateral  and  in- 

ternational  agencies  now  in  the  Treasury  and  State  Departments  respective- 
ly) would  be  incorporated.  The  1978  foreign  assistance  legislation  r^uires 
the  President  to  report,  by  February  I.  1979.  on  the  steps  he  has  taken  to 
improve  coordination  and  administration  of  the  development-related 
programs  and  policies  of  the  United  States.  • 


d«vJo^-„t  ^""l^l  ^'^  '^'""S^  ^-"^  'O'  information  about  US  official 

"Congr99s>Of)al  R*cofO.  Vol  124.  No  5.  January  25.  1978.  5-409 
»»l«U«fn«lion«(  D«v«lopm«n(  and  Food  Assistance  Act  of  1978 
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Hmnan  Rights  and  U*S.  Policy 

Emphasis  on  human  rights  has  been  one  of  the  most  distinctive  features 
of  the  Carter  foreign  policy.  It  builds  on  the  increasing  attention  paid  to 
this  subject  by  both  private  individuals  and  organizations  (especially 
Amnesty  International,  whose  leaders  were  awarded  the  Nobel  Peace  Prize 
in  1977  for  their  efforts)  and  governments  (in  the  context  of  the  Helsinki 
Accords). 

The  United  States  signed  two  U.N.  treaties  in  1977— the  Covenant 
on  Social,  Economic,  and  Cultural  Rights  and  the  Covenant  on  Civil  and 
and  Political  Rights.  Both  need  to  be  approved  by  the  Senate,  however, 
which  has  had  two  other  U.N.  human  rights  conventions<-the  Genocide 
Convention  (1946),  and  the  Convention  on  the  Elimination  of  all  Forms 
of  Racial  Discrimination  ( I965>— on  its  docket  for  many  years.  Even  though 
the  President  supports  the  U.N.  proposal  to  create  the  post  of  High  Com- 
missioner for  Human  Rrghts.  the  United  States  has  not  ratifled  any  of  the 
major  U  N.  human  rights  conventions. 

The  human  rights  operations  and  offices  of  the  U.$.  government  have 
been  strengthened  under  the  Carter  Administration.  The  State  Depart- 
ment's Office  of  Coordinator  for  Human  Rights  and  Humanitarian  Affairs 
was  upgraded  to  the  level  of  Assistant  Secretary/and  full-time  human  rights 
officers  were  designated  in  each  of  the  Department's  geographic  bureaus. 
A  new  human  rights  coordinating  group— the  Inter-Agency  Committee  on 
Human  Rights  and  Foreign  Economic  Assistance,  chaired  by  the  Deputy 
Secretary  of  State— was  set  up  by  the  Administration  to  coordinate  U.S. 
actions  on  the  implementation  of  human  rights  policy  in  both  bilateral  and 
multilateral  assistance  programs. 

The  President  has  made  an  ''absolute  commitment**  to  place  human 
rights  at  the  center  of  U.S.  foreign  policy.  The  Secretary  of  State  has  said, 
however,  that,  while  the  United  States  would  "speak  frankly"  in  support  of 
international  human  rights,  it  would  not  do  so  in  every  case,  but  only  when 
**advisable."  The  State  Department  outlined  a  flexible  implementation 
policy,  emphasized  that  its  success  can  be  measured  only  over  the  long 
term,  and  pointed  out  that  human  rights  foreign  policy  objectives  must  be 
considered  along  with  other  economic  and  security  goals  of  the  United 
States. 

The  Administration  has  defmed  human  rights  to  include  the  satisfac- 
tion of  basic  needs  as  well  as  the  observance  of  political  and  civil  liberties 
and  the  protection  of  the  security  of  the  person;  it  has  relied  on  both  private 
and  public  diplomatic  channels  to  convey  its  human  rights  message.  Gov* 
ernment  officials  have  brought  up  human  rights  in  discussions  with  many 
foreign  leaders,  urging  the  release  of  political  prisoners  and  an  end  to  re- 
pressive acts.  In  a  few  instances  the  Administration  has  cut  off  bilateral 
economic  and  military  assistance.  In  the  case  of  Nicaragua,  however,  it 
was  the  Senate  that  voted  to  cut  off  foreign  assistance  a  few  months  after 
President  Carter  had  commendcu  the  apparent  improvement  in  the  human 
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rifhts  situation  there.  Such  potential  policy  instruments  as  US.  trade 
technology  transfer,  investment,  or  tourism  hsve  not  yet  been  used  except' 
in  a  very  limited  way.  against  the  U.S.S.R. 

Human  rights  provisions  in  the  U.S.  foreign  assistance  legislation 
prohibit  economic  and  military  aiisistance  to  any  country  "which  engages 
in  a  consistent  pattern  of  gross  violations  of  internationally  recognized 
human  rights."  unless  the  economic  aid  will  directly  bcneHt  the  "needy 
people"  of  the  country,  or  unless  "extraordinary  circumstances"  necessitate 
military  aid."  Although  several  countries  that  receive  U.S.  economic  and 
mihtary  assistance  could  probably  be  considered  in  violation  of  these  pre- 
scriptions, in  FY  1978.  military  or  economic  programs  were  reduced  or 
termmated  in  only  a  few  cases.  In  its  FY  1978  programs,  the  Administra- 
tion  increased  military  aid  to  South  Korea,  a  country  repeatedly  singled  out 
by  nongovernmental  human  rights  monitoring  groups  as  an  abuser  of 
human  rights.  In  the  context  of  the  interacting  forces  described  in  Chapter 
I.  the  Administration  is  Hnding  it  difHcult  to  devise  and  apply  consistent 
human  rights  criteria.  Selective  applicatiun  of  its  human  rights  policy  has 
led  many  of  the  proponents  of  increased  attention  to  human  rights  to  criti- 
cize the  Administration  for  employing  a  double  standard. 

In  1977.  Congress  added  a  human  rights  provision  to  the  Food  for 
Peace  Program.'*  As  a  result  of  the  Inter-Agency  Human  Rights  Com- 
mittees review  of  Title  I  food  aid  loans,  a  few  countries  judged  to  have 
serious  human  rights  problems  were  asked  to  agree  to  special  provisions 
designed  to  ensure  that  the  aid  would  serve  basic  needs  objectives. 

In  1976.  Congress  had  extended  human  rights  provisions  to  the  Inter- 
Amencan  Development  Bank  and  the  African  Development  Fund  In  1977 
It  extended  them  to  the  World  Bank,  the  International  Development  Asso- 
ciation, the  International  Finance  Corporation,  and  the  Asian  Development 
Bank,  by  requiring  U.S.  representatives  to  tiiose  organizations  to  "oppose 
any  loan,  any  extension  of  Hnancial  assistance,  or  any  technical  assistance" 
to  countnr;  engaging  in  a  consistent  pattern  of  gross  violations  of  inter- 
nationally recognized  human  rights  unless  the  assistance  is  for  programs 
serving  the  basic  human  needs  of  their  citizens.  Congress  also  called  on  the 
Secretaries  of  State  and  Treasury  to  "initiate  a  wide  consultation  designed 
to  develop  a  viable  standard  for  the  meeting  of  basic  human  needs  and  the 
protection  of  human  rights  and  a  mechanism  for  acting  together  to  ensure 
that  the  records  of  international  economic  cooperation  are  especially  avail- 
able to  those  who  subscribe  to  such  standards.""  Despite  this  requirement 
the  Administration  s  report  to  Congress  reRects  consultation  mainly  among 
donors  and  within  multilateral  institution  channels. 

■  ^international  Oev«<opm«nt  and  Food  Assistance  Act  of  1977.  Section  116 
tton  nJ^Udd'ii'rn  ^•^'••OP-"'  Assistance  Act.  Public  Law  83-480.  Sec- 

♦•Internattonal  Financial  institution!  Act.  1977.  Secdon  703, 
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In  1977  and  1978.  the  United  States  voted  against,  or  abstained  on, 
several  proposed  World  Bank  loans  to  repressive  governments  in  develop- 
ing countries,  including  Ethiopia,  Chile.  Argentina,  South  Korea,  and  the 
Philippines.  None  of  these  votes  prevented  the  loans  from  being  approved. 

The  Carter  Administration  missed  a  unique  opportunity  to  underscore 
the  seriousness  of  its  commitment  to  both  human  rights  and  basic  needs 
when  it  permitted  the  U.S.  withdrawal  Trom  the  International  Labour  Or- 
ganisation (ILO),  which  had  been  set  in  motion  by  the  previous  Adminis- 
tration, to  run  its  course.  One  way  to  start  the  reversal  of  this  action  would 
be  to  collaborate  with,  and  give  financial  support  to,  the  work  (begun  at 
the  June  1976  World  Employment  Conference)  of  devising  functional  defi- 
nitions of  Hasic  human  needs  and  of  internationally  acceptable  ways  of 
meeting  them.  It  is  particularly  important  that  the  basic  human  needs 
approaches  be  acceptable  to  the  developing  countries.  This  tffort  would 
have  the  added  benefit  of  partially  fulfilling  the  mandate  to  the  Secretaries 
of  State  and  Treasury  to  consult  widely  about  means  of  implementing  basic 
needs  and  human  rights  strategies.  If  such  collaboration  were  to  begin,  the 
United  States  should  rrioin  the  ILO  at  the  earliest  opportunity— particular- 
ly since,  at  its  June  1978  annual  conference,  the  ILO  responded  positively 
to  long-standing  U.S.  complaints,  avoided  getting  bogged  down  in  purely 
politicul  questions,  and  accepted  without  objection  the  ILO  Conference 
Committee  report  on  Application  of  Conventions  and  Recommendations. 

The  question  of  how  one  applies  human  rights  criteria  to  foreign  policy 
IS  obviously  very  difficult  and  delicate,  and  the  impact  on  the  developing 
countries  of  the  Administration's  emphasis  on  human  rights  is  as  yet  un- 
certain. The  "new  statecraft**  discussed  in  Chapter  I  will  have  to  concern 
itself  most  seriously  and  immediately  with  prudent  Judgments  about  how 
this  morally  good  purpose  is  balanced  against  other  foreign  policy  objec- 
tives. As  in  all  human  affairs,  universal  principles  have  to  be  applied  in 
unique  sets  of  circumstances,  and  the  solution  will  never  be  perfect.  The 
thrust  of  U.S.  policy  in  recent  years  is  clearly  toward  greater  emphasis  on 
human  rights  throughout  the  world,  including  the  developing  countries;  how 
the  application  of  this  policy  affects  development  in  varying  situations 
remains  to  be  assessed. 

The  U.S.  Congress  and  the  North-South  Dialogue 

The  growing  attention  of  Congress  to  international  affairs  makes  it  an 
incrcasinglv  important  participant  in  policy  formulation,  operational  over- 
sight, and  the  appropriations  process  in  all  the  NitO  areas -not  just  offi- 
cial development  assistance.  Indeed,  there  is  an  increasing  congressional 
involvement  in  all  areas  of  international  polic>:  trade,  export  promotion, 
agricultural  prices  and  other  agriculture-related  issues,  commodity  agree- 
ments, regulation  of  U  S  private  investment  abroad,  and  the  approval  of 
treaties  This  is  due  in  considerable  part  to  the  fact  that  the  lines  between 
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domestic  policy  and  foreign  policy  are  more  and  more  blurred;  policy  is 
bccommi  global,  with  international  and  domestic  emphases,  at  a  time 
when  the  Executive  Branch  is  less  dominant  with  respect  to  the  Congress 
•nd  the  latter  itself,  under  new  procedures,  is  becoming  far  more  pluralistic 
Congress  is  still  elected  from  435  districts  and  fifty  states  where  the  lines 
between  domestic  and  foreign  issues  often  are  very  distinct— to  the  detri- 
ment of  the  latter.  A  Congress  that  is  more  active  in  international  affairs 
will  have  to  learn  to  act  more  responsibly  in  this  area  and  not  simply  re- 
spond to  Its  most  narrow-minded  members'  vision  of  the  world  and  of  the 
electorate. 

In  the  past  few  years.  Congress  has  emerged-with  mixed  results-as 
•  major  actor,  if  not  a  direct  participant,  in  the  North-South  dialogue. 
Those  of  Its  members  who  take  an  active  interest  in  the  subject  tend  to  have 
strongly  held  views  about  the  whole  range  of  North-South  issues;  these  are 
often,  but  not  always,  helpful.  As  a  result.  Congress  has  been  an  ambivalent 
•nd  inconsistent  actor  on  this  stage.  Yet  Congress  has  an  educational  func- 
.  tion  with  regard  to  both  its  members  and  its  constituents  in  broadening 
their  perspective;  to  discharge  that  function  wilt  require  a  new  kino  of 
statesmanship  on  Capitol  Hill. 

Like  the  Administraiion.  Congress,  which  has  to  provide  the  funds  for 
all  government  programs,  has  organizational  and  policy  problems-al- 
though  they  are  of  a  differs:  kind.  With  respect  to  foreign  assistance,  in 
particular  the  very  structure  of  the  appropriations  process  works  against 
strong  and  enthusiastic  support.  In  recent  years,  the  development  propo- 
nents, with  their  broad  world  view,  have  gathered  their  majorities  in  the 
House  and  m  the  Senate  in  suppor  of  a  funding  authorization  level  for 
foreign  aid    close  to  what  the  Executive  Branch  requests.  Every  year 
however,  the  very  different  ,ets  of  interests  that  dominate  the  appropria- 
tions (and  now  the  budget)  committees  of  both  houses  combine  to  provide 
less  than  what  was  authorized.  In  addition,  individual  members  of  Con- 
gress try  to  add  priorities  and  restrictions  on  the  expenditure  of  even  that 
portion  of  the  reduced  total  that  goes  through  the  multilateral  channels  In 
the  thirty  years  since  the  Marshall  Plan.  Congress  has  varied  widely  in  its 
support  of  development  assistance.  A  few  years  ago.  the  Senate  even  abol- 
ished foreign  aid  during  one  late-evening  session  (in  part  because  of  the 
way  the  program  was  being  used  in  Vietnam)  and  later  used  some  legisla- 
tive sleight-of-hand  to  undo  that  deed. 

In  addition  to  the  standard  concerns  about  "ungrateful"  foreign  aid 
recipients  who  vote  against  the  United  States  in  the  United  Nations,  seize 
American  fish.ng  vessels,  violate  the  civil  rights  of  their  own  citizens,  or 
criticize  wasteful  U  S.  energy  practices,  there  are  the  usual  number  of  (often 
small)  foreign-aid  failures  or  administrative  errors  that  are  portrayed  a.< 
typical,  as  well  as  a  growing  concern  that  the  United  States  is  giving  up 
control  of  the  taxpayers'  funds  by  turning  them  over  to  the  multilateral 
banks.  A  new  protectionist  sentiment  is  also  growing  on  Capitol  Hill  Al- 
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ihough  it  is  still  far  from  a  majority  view,  it  is  aggravated  by  the  growing 
domestic  pressure  to  deal  with  equity  problems  at  tome  before  increasing 
outlays  for  the  disadvantaged  abroad.  With  inflation  nudging  8  per  cent 
and  unemployment  at  6  per  cent  (and  prospects  of  reducing  either  of  these 
rates  significantly  in  the  foreseeable  future  doubtful),  classical  economic 
concerns  of  members  of  Congress  and  powerful  constituents  are  more  likely 
than  usual  to  lead  to  the  cutting  of  expenditure  sectors  that  appear  unim* 
portant  or  are  not  likely  lo  provoke  retaliation  at  the  polls. 

What  is  remarkable,  however,  is  that  despite  these  organizational, 
procedural,  and  other  constraints,  Congress  frequently  has  been  ahead  of 
the  Executive  Branch  in  the  area  of  development  policy  formulation,  pro* 
viding  a  major  source  of  leadership,  particularly  in  enunciating  a  develop- 
ment assistance  philosophy.  It  was  Congress  that  initiated  the  1973  ''new 
directions**  changes  in  the  foreign  assistance  program.  It  was  Senator 
Hubert  Humphrey*s  initiative  that  was  responsible,  in  a  major  way*  for  the 
convening  of  the  World  Food  Conference  in  IV74  and  for  the  most  positive 
aspects  of  U.S.  participation  in  the  Conference.  It  was  Congress  that  made 
the  $200  million  available  for  IFAD  in  1975  before  it  was  requested  by  the 
Administration.  It  was  the  urging  of  leaders  of  both  houses  that  contributed 
in  a  major  way  to  the  more  cooperative  U.S.  attitude  toward  the  South 
signaled  by  Secretary  Kissinger's  address  to  the  Seventh  Special  Session 
of  the  U.N.  General  Assembly.  It  was  Congress  that  initiated  both  the 
human  rights  concern  and  the  basic  human  needs  emphasis  in  the  develop- 
ment assistance  legislation.  It  was  congressional  insistence  on  separating 
development  assistance  from  security-related  programs  in  the  authorization 
process  that  produced  the  unprecedentedly  large  majorities  for  foreign  aid 
legislation  in  recent  years  It  was  Senator  Hubert  Humphrey's  initiative, 
later  adopted  in  large  part  by  the  House  International  Relations  Commit- 
tee, that  prompted  both  the  current  strengthening  of  the  development  as- 
sistance coordination  process  and  the  requirement  that  the  President  report 
to  Congress  on  further  steps  toward  improved  and  increased  U.S.  assis* 
tance  to  poor  countries.  It  was  Congress  that  insisted  in  1975  that  75  per 
cent  of  the  concessionally  loaned  food  aid  go  to  poor  countries,  rather  than 
to  those  in  which  the  United  States  has  a  strategic  foreign-policy  interest. 
Finally,  it  was  Congress  that,  in  its  1978  development  assistance  legislation, 
called  on  the  President  to  explore  the  feasibility  of  achieving  self-reliant 
growth  and  overcoming  the  v^orst  aspects  of  poverty  in  all  countries  by  the 
year  2000. 

Congress  also  has  expressed  continuing  interest  in  helping  poor  coun- 
tries in  several  non-legislative  ways.  Following  on  its  Right  to  Food  Resolu* 
tion  of  1976.  Congress  passed  a  resolution  in  1977  calling  on  the  President 
to  create  a  national  commission  on  domestic  and  international  hunger  and 
malnutrition  which  he  has  now  done.  The  House  also  established  a  special 
committee  on  population,  which  paid  a  good  deal  of  attention  to,  among 
other  things,  the  relationship  between  development  and  population  growth 
rates  in  the  Ihird  World 
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These  actions  indicate  that  there  is  an  underlying  sentiment  in  Con- 
trctt  to  support  several  aspects  of  the  North-South  dialogue,  at  least  in  the 
•tea  of  development  assistance.  This  supportive  view,  however,  is  accom- 
panied  by  considerable  skepticism  about  whether  U.S.  foreign  aid  is  getting 
to  the  poor  majority,  or  indeed  whether  the  current  structure  and  adminis- 
tration of  the  program  even  enable  assistance  to  get  to  the  poor.  This  con- 
cern  often  leads  Congress  to  enact  difficult  requirements  (e.g..  criteria  to 
measure  the  commitment  of  a  cooperating  government  to  reaching  its  poor 
majority).  Nevertheless,  m  light  of  this  history  of  congressional  interest  in 
mternational  development,  it  is  not  entirely  reasonable  for  an  Administra- 
tion  that  has  yet  to  establish  a  clear  policy  in  this  area  to  point  to  congres- 
sional  reluctance  or  resistance  as  the  major  obstacle  to  progress.  Even  in 
the  upcoming  ninety-sixth  Congress,  which  can  be  expected  to  offer  strong 
resistance  to  moving  forward  in  the  North-South  dialogue,  there  are  many 
members  who  are  waiting  for.  and  would  welcome,  a  clear  signal  from  the 
Executive  Branch.  Representative  government  must,  after  all.  govern  as 
well  as  represent. 

Conclusion 

Overall,  the  dialogue  between  the  North  and  the  South  has  not  progres.sed 
very  far  toward  establishing  broad  agreement  in  international  econ  mic 
relations,  even  though  it  has  moved  toward  accommodation  in  some  limited 
4reas.  The  North  has  not  yet  come  forth  either  with  a  comprehensive  state- 
ment of  its  own  ideas  for  international  economic  reform  or  with  an  active 
negotiating  approach  to  most  Southern  NIEO  demands.  At  the  same  time, 
the  cohesion  of  the  Southern  count nes  lias  been  too  brittle  to  permit  com^ 
promise  on  their  part. 

Thus  while  the  Northern  countries  cling  to  the  familiar  rather  than 
launch-admittedly  with  some  risk— into  new  waters,  frustration  grows  in 
the  South.  Even  the  more  even-handed,  open-minded  leaders  and  spokes- 
men of  I  he  South  who  are  dedicated  to  a  cooperative  solution  are  increas- 
ingly unhappy  about  the  lack  of  progress  on  the  key  economic  issues— e.g.. 
commodities,  trade,  debt,  and  aid.  They  are  issuing  stronger  and  stronger 
warnings.  Commonwealth  Secretary-General  Shridath  Ramphal  said  re- 
cently: 

All  too  often,  the  main  purpose  of  the  North  has  been  the  limited 
one  of  denying  the  validity  or  practicality  of  Southern  prescrip- 
tions for  change  without  offering  anything  in  their  place.  Com- 
mitted, it  seems,  to  the  status  quo.  the  rich  have  indulged  a  dia- 
logue they  probably  never  expected  to  succeed  and  are  now  content 
v*iih  the  stalemate  their  negative  tactics  ensured.'* 


rl'^'i'V,""  '^••""8  o'      Boa.'d  Of  Directors  of  (he  Ov«rsMS  0«v«l- 

opmant  Council.  New  York  City,  October  19.  1978.  ^ 
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Of  the  choices  still  open  to  the  North  conrruntation  with  the  South, 
cooptation  of  some  of  its  more  dynamic  and  influential  members  (e.g., 
Bra/il,  Iran,  Saudi  Arabia,  and  Mexico)  into  the  existing  system,  or  a 
cooperative  multilateral  approach— the  last  of  the  three  is  most  promising 
for  global  equity  and  efOciency.  Yet  this  approach  probably  is  also  the 
most  dirficult,  since  it  asks  the  North  to  accept  developing-country  par- 
ticipation in  decision  making  processes  that  until  recently  have  been  the 
almost  exclusive  province  of  industrialized  nations  (and  that  surely  will 
result  in  stronger  pressure  Tor  better  terms  on  aid.  trade,  debt,  and  other 
issues),  and  it  asks  the  South  to  accept  the  present  system  as  the  starting 
point  for  negotiating  reform. 

All  of  these  considerations  -  particularly  the  proven  dirOculty  of  de- 
veloping an  ''umbrella''  forum  for  discussing  and  negotiating  the  many  in- 
terrelated issues— make  the  role  of  the  Independent  Commission  on  Inter* 
national  Development  Issues,  known  as  the  Brandt  Commission,  especially 
important.  The  Commission  was  constituted  at  the  suggestion  of  World 
Bank  President  McNamara  in  early  1976  and  is  headed  by  the  former 
Chancellor  of  the  Federal  Republic  of  Germany,  Willy  Brandt.^^  The 
Brandt  Commission  has  a  broad  mandate  to  examine  a  set  of  problems 
similar  to  those  that  prompted  the  establishment  of  the  Pearson  Commis- 
sion a  decade  ago  and  to  explore  involving  the  centrally  planned  economies 
in  development  assistance.  This  mandate  makes  it  a  potential  vehicle  for 
contributing  to  a  coherent  address  of  the  problems  affecting  North-South 
relations  and  for  helping  to  move  beyond  the  current  stalemate.  The  Brandt 
Commission  is  expected  to  complete  its  report  on  the  future  of  Nonh*South 
cooperation  to  the  year  20(X)  by  the  late  summer  or  early  fall  of  1979,  in 
time  to  have  an  impact  on  the  planning  and  negotiation  of  an  international 
development  strategy  for  the  U.N.  Third  Development  Decade. 

If  the  North-South  dialogue  is  to  move  beyond  its  current  stalemate, 
the  changed  perceptions  of  mutual  gain  outlined  in  Chapte  are  essential. 
This,  however,  is  only  the  Hrst  step.  Beyond  it,  as  noted  i.i  .he  overview 
essay,  objectives  for  changes  in  the  world*s  economic  systems  must  be 
identiHed  and  priorities  for  action  must  be  established.  It  is  not  enough  to 
assume  that,  because  many  changes  have  taken  place  in  relationships  be* 
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KoTeVaTrin  d^'^-*^"         World  War  II  (Ta.wan  and  South 

Korea,  after  all  were  once  considered  "basket  cases  '  with  poor  prospects 
for  development),  such  changes  will  continue  to  take  place 

«««  WorM  "correctives-  to  maintain  the  general 

post-World  War  II  direction  of  the  international  economy  are  needed 

w?il  etotrm  V^'?        ^"u""'  ^'^^^'^P*"*  g'^'d^^'ly 

SorW"  of    !i  '^'^  ^'"^  '"^'"bcrship  in  the  "First 

World    o   industrialized  countries.  Undeniably,  most  of  what  is  done 

J^aTlSe  'k*'  "'^'^'^  °'  ''^'^  people-  with  the  resources 

themsekV:  r.  K         I  '"^  P*^^"  developing  countries 

themselv«.  But  the  North,  too.  should  be  looking  for  ways  to  advance  this 
process  If  only  because  the  growth  and  development  of  the  South  now  in- 
nroZ,*  ^  T'^'r^  '°  Contribute  importantly  to  the  North's  own  growth  and 
r„  .  «  f^  ,  """"h  «*'=^«'°P'"«"«-meeting  their  basic  human  needs 
.  self-reliant  mode  -is  very  much  in  our  interest.  This  conclusion  pro- 
vides material  support  for  doing  what  is  morally  right. 

Nnr.r^"n  Tf!^^  *'"P°"'»"'  i««nis  on  the  1979  agenda  is  to  get  the 
Nn«h     H?K   J  P°'*'*"'  both  the 

is^o  Jli/  tk"         '"'^  '  d«^«'0Pment  progress 

1$  to  be  made.  The  prospects  are  not  promising  right  now.  Neither  the  in- 
dustnahzed  countnes.  including  the  United  States,  nor  the  Group  of  77  has 
yet  displayed  the  nexibility  or  vision  necessary  to  move  toward  new  kinds 
of  economic  arrangements. 

f.iu„^inVof  fr-^'''T'"'.°^  °"  North-South  issues  has 

r.Men  short  of  the  needs  and  opportunities  of  two  years  ago.  the  U  S.  ani- 
ludt  nevertheless  reflects  change  for  the  better  and  affords  hope  that  the 
exploration  of  new  alternatives  will  go  forward.  The  United  States  has  done 
well  on  some  big  international  problems  that  affect  the  developing  world 
Ike  the  Panama  Canal  and  the  Middle  East,  and  it  has  begun  to  reach  out' 
io  U.S.  constituencies  that  support  development.  Now  is  the  time  for  the 
development  agenda  of  the  Carter  Administration  to  come  into  its  own 
and  presidential  leadersh.p  on  this  set  of  issues  is  of  central  importance  ' 
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A  PROGRAM  FOR  AMERICA: 
FREEDOM  AND  FOREIGN  POLICY* 


by  William  R.  Kintner 

In  his  inaugural  address,  President  Carter  stated:  "Our  nation  can 
be  strong  abroad  only  if  it  s  strong  at  home,  and  we  know  that  the 
best  way  to  enhance  freedom  in  other  lands  is  to  demonstrate 
here  that  our  democratic  system  ir  worthy  of  emulation."  Six  months 
earlier — in  his  acceptance  speech  at  the  Democratic  National 
Convention,  on  july  15, 1976  —  Carter  had  called  for  "a  more  stable 
and  mc  re  just  world  order."  This  is  an  admirable  goal.  To  be  sure,  we 
are  not  now  and  never  were  in  a  position  to  impose  our  solutions 
on  the  world  at  large.  Nevertheless,  what  we  do  or  fail  to  do  will 
still  influence  stability  and  justice  in  the  world  of  the  future.  More- 
over, in  many  specific  cases  we  will  find  that  our  notions  of  stabil- 
ity and  justice  may  be  incompatible. 

Two  world  wars  have  already  been  fought  by  the  United 
States  to  preserve  the  American  concept  of  liberty.  Yet  American 
foreign  policy  since  the  end  of  the  Second  World  War  has  been 
constantly  criticized  for  its  negative  direction:  it  is  easy  to  know 
what  we  oppose  but  impossible  to  know  what  we  advocate.  In 
part,  this  charge  is  justified.  We  all  know  that  the  United  States 
opposes  "selective"  detente,  higher  oil  prices,  nuclear  proliferation, 
the  use  of  force  to  settle  disputes  in  Africa  and  the  Middle  East, 
Castro's  export  of  revolution  in  the  Caribbean,  and  Soviet  restric- 
tions against  Jewish  emigration.  In  recent  years,  moreover,  perhaps 
because  of  the  Vietnam  tribulation  and  domestic  dissatisfaction,  we 
have  tended  to  downplay  our  long-cherished  vision  of  freedom. 
We  have  focused  primarily  on  what  we  are  against.  The  negative 
list  is  a  long  one,  and  this  negativism  must  be  counterbalanced  by 
a  positive  vision  worthy  of  world  emulation.  Lacking  such  a  vision, 
we  appear  to  be  merely  a  status  quo  power  —  willing  to  fight  for 
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what  we  have  or  want,  but  opposed  to  the  legitimate  cemands  of 
Others. 

Our  position  has  been  confused,  also,  because  for  stra- 
tegic reasons  we  have  sometimes  supported  authoritarian  regimes 
of  the  Right,  such  as  Franco's,  as  well  as  some  of  the  Left,  such  as 
Tito's.  In  today's  perverse  world,  however,  support  of  repressive 
leftist  authoritarian  regimes  is  offensive.  Rightist  regimes  that  sup- 
press  hum^n  rights,  such  as  South  Korea's,  are  pilloried,  whereas 
greater  repression  and  even  mass  murder  in  one-party  collectivist 
countries  such  as  Cambodia  or  Vietnam  are  rarely  criticized. 

In  a  world  where  the  democratic  approach  toward  en- 
suring individual  choice  appears  to  be  declining,  the  United  States 
should  promote  freedom  and  diversity.  The  comity  of  nations  is 
Still  divided  between  those  that  see  individual  liberty  and  civil  rights 
as  the  key  to  a  more  humane  society  and  those  that  deny  these 
rights  in  the  name  of  some  higher,  preordained  social  organization. 
Paradoxically,  such  Marxist-Leninist  states  as  the  Soviet  Union  feel 
compelled  to  declare  themselves  "People's  Democracies,"  even 
though  the  people  are  not  able  to  change  the  leading  role  of  the 
Communist  Party  or  the  control  of  the  state. 

The  history  of  the  United  States'  involvement  in  the  world 
has  been  one  of  promoting  freedom  and  independence,  both  within 
and  between  nations.  The  dual  form  of  autonomy,  for  the  nation 
and  the  individual,  has  not  been  easily  pursued,  and  the  United 
States  has  been  manifestly  more  successful  in  promoting  the  in- 
dependence of  nations,  often  to  the  detriment  of  the  American  na- 
tional interest  narrowly  defined.  In  the  long  run,  however,  this  two- 
pronged  quest  has  proven  its  worth,  and  is  deserving  of  continued 
support.  The  emerging  dilemma  for  American  foreign  policy  is 
the  difficulty  of  implementing  the  abstract  principles  of  individual 
liberty  around  the  world,  particularly  at  a  time  when  it  would  be 
far  easier  to  let  those  principles  be  subordinated  to  power  calcula- 
tions. 

In  a  quest  for  policy  resting  on  principle  we  must  return 
to  our  origins  —  the  transcendent  claim  of  the  Declaration  of  In- 
dependence that  legitimate  government  must  rest  upon  the  con- 
sent of  the  governed.  With  Madison,  ^e  must  commend  the  es- 
sence of  our  kind  of  government  to  "the  esteem  and  adoption  of 
mankind"  (Federalist  Paper  10),  The  goal  of  human  freedom  can 
offer  universal  appeal  for  a  world  locked  in  conflict,  a  world  in 
which  most  people  live  under  varying  degrees  of  despotism.  In 
short,  we  need  to  reassert  freedom  as  well  as  peace  with  justice  as 
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the  guiding  principles  of  our  foreign  policy.  Our  task  will  be  to 
relate  practical  programs  for  the  immensely  varied  countries  of  the 
world  to  the  underlying  philosophy  of  democratic  freedom.  In  doing 
so,  we  shall  confront  serious  obstacles  in  many  countries  around  the 
globe  —  some  arising  from  their  domestic  difficulties,  others  from 
American  ambivalence  toward  international  relations.  The  most 
important  obstacles  appear  to  be  the  following: 

(1)  The  Soviet  Union,  the  most  powerful  opponent  of 
human  rights  and  political  freedom  as  we  conceive  them,  is  also 
promoting  a  new  world  order,  albeit  'jne  largely  made  in  Moscow 
and  imposed  by  the  polit^ral  influence  issuing  from  Soviet  military 
power,  rather  than  one  created  by  consent  of  individual  countries 
and  peoples. 

(2)  Soviet  aspirations  have  been  reinforced  by  the  com- 
ing to  power  in  many  countries  of  leaders  who  reject  democratic 
procedures.  Politically,  the  Soviet  Union  h  ts  benefited  from  the 
widespread  anti-Western  and  anti-American  bias  that  has  come  to 
characterize  much  of  the  Third  World,  particularly  in  Africa  and 
Latin  America.  (The  eighty-six  nations  attending  the  1976  nonalign- 
ment  conference  ai  Colombo,  Sri  Lanka,  passed  thirty-six  resolutions, 
almost  all  critical  of  the  United  States.) 

(3)  In  the  past,  the  ideals  of  the  American  Revolution  in- 
spired the  extension  of  freedom  and  democracy  in  Europe  as  well 
as  the  colonial  liberation  movement  throughout  the  world.  But  in 
the  present  era  the  Western  democratic  model  has  frequently  failed 
to  meet  the  social  and  economic  needs  of  the  developing  nations. 
The  American  concept  of  individual  liberty  and  free-market  econ- 
omy seems  to  be  out  of  reach  for  most  Third  World  nations.  To  them, 
some  form  of  authoritarian  polity  and  planned  economy  seems 
more  relevant 

(4)  The  perennial  theme  among  Western  intellectuals  — 
the  decline  of  the  West  —  has  been  accompanied  by  fear  for  the 
survival  of  individual  freedom  and  democracy  itself.  The  pro- 
liferation of  technology,  increased  governmental  intervention  in 
many  spheres  of  social  activity,  and  the  spread  of  egalitarian  ideol- 
ogies are  undoubtedly  modifying  the  scope  and  nature  of  liberty. 
Ceitainly,  if  we  examine  the  democratic  prospect  from  an  inter- 
national perspective,  there  is  considerable  cause  for  worry.  Accord- 
ing to  one  survey  of  political  institutiorr,  "Huma  rights  rooted  in 
a  legal  order  of  free  institutions  hardly  exist  at  present  for  almost 
four-fifths  of  the  people  of  the  world.  The  most  painful  fact  is  the 
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growing  number  of  Marxist  reginiss,  now  more  ihan  two  dozen 
Strong.'" 

(5)  Democracies  in  general  have  a  well-known  record  of 
aoathy  with  respect  to  foreign  relations.  Once  roused  to  crusading 
pitch,  however,  public  opinion  is  difficult  to  control.  The  politics  of 
democracy,  the  advocacy  of  freedom  abroad,  and  the  pragmatic 
requirements  of  foreign  policy  have  proved  to  be  a  volatile  com- 
bination for  the  United  States.  The  Wilson  experiment,  the  isola- 
tionist strain,  and  such  misfortunes  as  McCarthyism  and  the  Viet- 
nam war  have  all  been  imbalances  that  eventually  disfigured  and 
discredited  American  foreign  policy.* 

The  First  Step:  Confidence  and  Clarity  of  Vision 

The  frontiers  of  freedom  contracted  and  expanded  dur- 
ing the  .Nazi  chanenge  and  there  is  no  reason  why  they  cannot  ad- 
vance once  again.  The  idea  of  freedom  has  universal  appeal;  no 
one  enjoys  arbitrary  control  over  his  life  by  another.  But  unless  those 
societies  that  enjoy  freedom  are  confident  of  its  value,  and  are 
willing  to  defend  it,  no  one  else  will  do  so.  The  first  step  is  there- 
fore a  renewal  of  confidence,  particularly  in  the  United  States. 

Despite  redoubtable  problems,  the  United  States  still 
offers  the  broadest  scope  for  individual  liberty  of  any  nation  in 
the  world.  And  our  example  should  not  be  lightly  dismissed.  It  is 
the  view  of  one  French  observer  that  "the  revolution  of  the  twentieth 
century  will  take  place  in  the  United  States.  It  is  only  there  that  it 
can  happen.  And  it  has  already  begun.  Whether  or  not  that  revolu- 
tion spreads  to  the  rest  of  the  world  depends  on  whether  or  not  it 
succeeds  first  in  America.'" 

The  essence  of  the  American  Revolution  is  freedom  via 
an  effective  democratic  process.  Democratic  concepts  can  re- 
vitalize our  dip.omacy  only  if  we  first  understand  that  "what  is 
necessary  ...  is  one  thing  and  one  thing  only  —  that  the  issue  of 
democracy  be  made  precise  and  clear."* 

James  Bryce  described  the  essence  of  democracy:  "Rule 
belongs  to  the  majority,  as  no  other  method  has  been  found  for 

f*0ru/rjl9!?.7»  0*'«'nte,"  freedom  »t  ;«ue.  ),nu*ry- 
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determining  peaceably  and  legally  what  is  to  be  deemed  the  will 
of  a  community  which  is  not  unanimous."* 

Governments  chosen  through  the  democratic  process 
can  tak-»  many  forms,  and  the  form  of  government  that  best  fits  the 
needs  of  one  nation  may  not  be  best  for  another.  What  Is  desirable 
for  a  people  at  one  stage  of  their  development  may  not  be  appro- 
priate at  another. 

Communist  leaders  talk  of  ''positive  rights"  —  for  ex- 
ample, the  rights  to  food,  education,  health  care  and  recreation  — 
and  argue  that  these  should  have  priority  over  majority  rule.  Para- 
doxically, however,  countries  that  place  political  freedom  first 
among  their  priorities  frequently  provide  more  "positive  rights'' 
and  economic  benefits  than  do  those  that  postulate  egalitarianism 
as  a  preconc^ilion  of  political  freedom. 

What  we  stand  for  as  a  nation  is  the  maximum  political 
freedom  possible,  obtained  through  a  democratic  process  which 
periodically  selects  and  changes  government  leadership,  and  which 
holds  that  leadership  accountable  to  the  law.  Such  political  free- 
dom allows  every  person  to  develop  in  accordance  with  the  dictates 
of  his  own  conscience  —  within  the  framework  of  law.  These  po- 
litical concepts  embedded  in  our  basic  political  documents  may 
have  universal  appeal,  but  can  (hey  also  provide  conceptual  rules 
for  the  conduct  of  our  diplomacy? 

Implications  for  U.S.  Foreign  Policy 

It  has  been  said  that  "Americans  must  learn  the  inescap- 
able need  to  relate  our  moral  aims  —  which  of  necessity  are 
stated  in  universal  terms  —  to  the  imperative  choices  imposed  upon 
us  by  competing  goals  and  finite  resources."*  To  relate  our  moral 
principles  to  our  concept  of  the  national  interest  requires  an  ex- 
plicit statement  of  what  we  seek  in  the  world  —  a  statement  that  the 
American  people  can  agree  on. 

On  the  one  hand,  we  are  told  that  the  goal  of  U.S.  policy 
is  to  maintain  maximum  U.S.  influence  in  every  country  in  order  to 
disseminate  stability  and  prosperity.  From  that  perspective,  we  nat- 
urally focus  on  Europe  and  Northeast  Asia.  On  the  other  hand,  we 
are  advised  to  preserve  the  territorial  nation  as  it  currently  exists  — 
that  anything  beyond  this  would  be  "overextension."  The  Western 

•lames  Bryte,  Modern  Democraci>5  (New  York;  Macmillan,  1921)  vol.  1,  p.  20. 
•  Henry  A  Kiismger,  "America  and  the  World:  Principle  and  Pragmatism,"  Time, 
December  27,  1976,  p.  43 
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Hemisphere  is  frequently  considered  by  the  United  States  as  a 
natural  concern  of  this  minimal  area  of  national  interest. 

In  a  world  of  interdependence,  can  the  United  States  ex- 
press Its  national  interests  solely  in  geographic  terms?  In  Angola 
we  experienced  our  inability  to  cope  with  adverse  developments  in 
a  continent  we  had  placed  low  on  our  scale  of  national  interests 
Even  if  we  do  not  intervene  in  southern  Africa,  for  example  can 
we  escape  the  consequences  of  what  might  happen  there?  Through- 
out the  remainder  of  this  century,  the  United  States  will  likely 
remain  a  global  power  with  geopolitical  interests  around  the  world 
Which  of  these  interests  it  will  choose  to  protect,  and  by  what 
means,  is  the  question. 

Purely  geopolitical  security  frames  of  reference  need 
to  be  broadened  by  associating  them  with  a  moral  dimension  The 
almost  one  hundred  fifty  nations  comprising  the  intemational  sys- 
tem differ  greatly  in  size,  population,  power,  influence  and  in  the 
degree  of  freedom  their  citizens  enjoy.  By  tailoring  our  policies  so 
that  the  defense  of  freedom  and  the  safeguarding  of  security  inter- 
ests reinforce  each  other  we  may  be  able  to  reconcile  our  moral 
aspirations  with  the  tough  realities  of  the  present  international  dis- 
order. There  are  two  freedoms  to  consider:  one  within  nations  and 
the  other  between  them.  The  United  States  has  always  championed 
the  latter  —  the  self-determination  of  peoples.  It  has  defended  the 
right  of  a  nation  to  exist  despite  the  form  of  its  government  For 
this  reason  we  support  the  Republic  of  Korea  even  though  we  dis- 
approve of  some  of  President  Park's  internal  policies. 

It  was  easier  for  U.S.  public  officials  to  support  the  inde- 
pendence of  Thailand  against  externally  supported  insurgency  when 
Thailand  was  aspiring  to  be  a  constitutional  democracy  than  since 
the  return  of  Thailand  to  military  rule.  Yet  an  independent  Thailand 
can  retain  the  option  of  a  restoration  of  democracy,  whereas  the 
triumph  of  an  insurgency  supported  by  Hanoi  would  dose  that 
option.  If  the  United  States  seeks  to  establish  diplomatic  ties  with 
Vietnam,  it  should  first  insist  that  Hanoi  terminate  support  for  the 
msurgency  in  Northeast  Thailand.  Such  a  policy  would  help  to 
maintain  Thailand's  independence  and  preserve  the  option  of  de- 
veloping greater  internal  freedom.  It  would  also  help  to  safeguard 
the  other  noncommunist  countries  in  Southeast  Asia.  The  indepen- 
dence of  these  countries  would  be  in  the  security  interests  of  Japan 
Australia  and  the  United  States.  This  example  suggests  that  the 
United  States  pursue  a  policy  with  greater  weight  given  to  our 
moral  purposes,  both  in  focus  and  in  substance. 
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How  to  apply  the  basic  principles  of  a  foreign  policy  based 
on  freedom  will  not  be  easy.  For  example,  the  question  of 
nuclear  weapons  control  and  the  policy  of  their  first  use  is  a  ihorny 
one.  The  practical  application  of  our  rejection  of  apartheid  to  our 
relations  with  South  Africa  is  another.  The  moral  implications  of 
U.S.  weapons  sales  to  foreign  countries  need  to  be  examined.  The 
circumstances  under  which  the  United  States  should  contemplate 
the  use  of  force  in  support  of  its  foreign  policy  merits  rethinking. 
Expedient  policies  are  far  easier  to  devise  than  those  based  on  the 
support  of  freedom.  In  view  of  the  revulsion  against  nuclear  war 
a  policy  of  ''no  first  use"  of  nuclear  weapons  seems  sound  and 
logical;  yet  such  a  policy  mi^^ht  jeopardize  the  defense  of  freedom. 
We  need  to  ask  if  it  is  mo  alistic  to  talk  about  m^ijority  rule  in 
Africa  when  most  countries  tnere  are  run  by  military  dictators  or 
one-party  rulers.  Because  we  oppose  apartheid,  should  we  break  off 
diplomatic  relations  with  South  Africa?  How  we  might  deal  with 
the  issues  on  the  global  agenda  will  not  be  easily  resolved  Ob« 
viously,  the  task  of  defending  and  expanding  the  sphere  of  free- 
dom will  differ  among  our  democratic  allies,  in  our  relations  with 
the  countries  of  the  Third  World  and  toward  our  ideological 
adversaries, 
f 

The  First  Circle 

The  closest  circle  of  our  relationship  should  be  with  fel- 
low democracies,  where  most  basic  freedom  exists.  Though  in  the 
minority,  these  peoples  possess  far  more  power  and  influence 
than  their  numbers  might  suggest.  Most  free  people  live  in  the  most 
economically  advanced  countries  of  the  world.  Many  belong  to  the 
"Trilateral"  group,  many  to  the  OECD;  most  are  located  in  Western 
Europe,  but  the  reach  is  to  Israel,  Japan,  the  South  Pacific  (Aus- 
tralia and  New  Zealand)  and  the  Western  Hemisphere  (Canada,  the 
United  States,  Costa  Rica  and  Mexico,  for  example).  The  central  task 
of  U.S.  diplomacy  should  be  to  generate  the  most  effective  diplo- 
matic, economic  and  security  cooperation  among  these  democratic 
nations  —  the  first  tier  among  the  world's  states.  Among  other  issues, 
these  nations  need  common  policies  on  energy,  North-South  rela- 
tions, terrorism,  the  international  monetary  system  and  human  rights. 

Claimants  for  a  New  Order 

Perhaps  the  most  dismaying  development  in  the  past  few 
years  has  to  do  with  what  some  have  called  the  "hostile  majority." 
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While  U.S.  relations  with  allies  and  select  adversaries  have  improved, 
the  rest  of  mankind  —  the  so-called  Third  World  —  seems  to  have 
exploded  with  hostility  toward  the  United  States'  institutions,  politi- 
cal philosophy  and  economic  system.  The  demand  for  a  "new  inter- 
national economic  order,"  rigged  according  to  state-controlled  price 
formulas,  has  been  accompanied  by  a  crescendo  of  anti-Western 
campaigns,  most  notably  at  the  UN. 

Some  observers,  such  as  former  Ambassador  Daniel  P. 
Moynlhan,  assigned  part  of  the.problem  to  insufficient  advocacy.  The 
United  States,  he  argued,  should  undertake  vigorous  opposition  to 
all  ideas  hostile  to  freedom  and  democracy.  Moynihan's  analysis 
drew  upon  his  conviction,  based  on  previous  experience  as  am- 
bassador to  India,  that  a  misguided  Fabian  socialism  had  retarded 
the  development  process;  this  in  turn  led  to  a  rejection  of  parlia- 
mentary democracy,  rather  than  to  change  in  economic  programs.' 

Zbigniew  Brzezinski,  however,  has  cautioned  against  mak- 
ing the  contest  a  simple  one  of  liberal  democracy  versus  despotism, 
lest  U.S.-Third  World  relations  be  aggravated  further: 

In  that  confext,  for  Americans  to  inject  into  American  external  relations 
the  Ideological  claim  that  the  contemporary  world  si.:iggle  is  between 
liberal  democracy  and  vanous  forms  of  despotic  statism  is  to  provide  a 
counterproductive  economic  reinforcement  to  the  already  noted  political- 
philosophical  tendencies  toward  America's  global  isolation.* 

If  we  are  to  unite  vigorous  advocacy  of  freedom  and 
pragmatic  diplomacy  toward  the  less  developed  countries,  we 
should  not  allow  ourselves  to  become  bogged  down  in  economic 
arguments,  on  the  one  hand,  or  assume  that  the  rest  of  the  world  is 
hostile  to  our  democracy,  on  the  other.  In  the  words  of  Sidney  Hook: 

The  issue  is  not  between  capitalism  and  socialism.  The  issue  is  whether 
human  beings  are  to  be  free  to  choose  for  themselves  the  economic 
system  under  which  they  wish  to  hve  or  whether  this  is  to  be  imposed 
upon  therri  forcibly  by  a  small  group  of  self-selected  rulers  responsible 
to  no  one  but  themselves.* 

Eventually  we  may  persuade  the  troubled  peoples  of  the 
Third  World  that  their  search  for  well-being  may  be  aided  more  by 
freedom  than  by  coercion.  The-r  leaders  face  grave  etonomic  and 
political  difficulties.  Incapable  of  leading,  they  can  only  rule  by 

Mjics'tJtS  ^''^"'^*"-  S'""       Opposition."  Commenfary, 

'Zbigmew  Br/efinski.   ■Amenc*  in  4  Hostile  World,"  foreign  Po*<cy,  Summer 
•"New  America,"  fncounfer,  January  1977,  p.  SO. 
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flat.  The  basic  problem,  of  course,  is  how  the  developing  countries 
can  have  their  people  participate  in  the  governing  process  in  a  way 
that  stays  clear  of  political  chaos  or  slower  progress  in  meeting  their 
economic  needs.  For  many  countries  in  Asia  and  Africa,  Western- 
style  parliamentary  democracy  is  not  the  answer.  The  record  for  this 
form  of  government  has  been  poor  in  the  arc  of  Asia  stretching  from 
Korea  to  Iran  as  well  as  in  most  of  Africa  and  Latin  America.  There 
are  no  easy  answers  as  to  what  type  of  democratic  system  works 
best,  but  there  is  a  pressing  need  in  all  these  countries  to  find  ade- 
quate means  for  popular  political  participation  in  the  not-too-distant 
future.  A  statement  issued  by  the  opposition  Janata  Party  in  India 
made  this  point  effectively: 

History  is  replete  with  instances  where  those  who  conspire  against  the 
rights  of  the  people  attempt  to  undermine  freedom  by  portraying  it  as 
a  luxury.  They  conce«j|  the  fact  that  fundamental  freedoms  are  weapons 
that  the  poor  need  to  fight  tyranny.  Bread  cannot  be  juxtaposed  against 
liberty.  The  two  are  inseparable.*" 

The  Third  World,  with  all  its  diversity,  is  the  most  active 
area  of  competition  between  the  industrialized  democracies  and 
the  "Marxist-Leninist"  states.  We  should  be  responsive  to  the  na- 
tions of  the  Third  World,  primarily  in  political  and  economic  ways, 
if  they  ask  our  assistance  in  dealing  with  their  problems.  When  a 
genuine  democracy  is  endangered  by  an  outside  power  we  should 
consider  intervention.  » 

Nor  should  we  be  so  naive  as  to  ignore  the  internal  po- 
litical realities  of  besieged  allies.  The  human  rights  standard  is 
often  used  to  mask  attacks  on  anticommunist  allies,  such  as  South 
Korea,  Taiwan,  Iran,  Greece  (under  the  colonels),  Brazil  and  post- 
Allende  Chile:  "Their  citizens  do  not  enjoy  the  rights  we  enjoy. 
Scqually  true,  they  have  far  more  freedom  than  [do]  their  Com- 
munist adversaries."**  We  are  urged  to  tell  countries  with  which 
we  may  have  some  linkage  (for  instance,  South  Korea  or  the  Philip- 
pines) to  mend  their  domestic  ways  if  they  wish  our  continued  se- 
curity suppoit.  This  would  run  counter  to  one  of  the  characteristics 
of  the  nation-state  system  —  that  each  nation  is  sovereign  within 
its  own  domain.  For  the  United  States  to  insist  that  it  has  the  right 
to  force  its  allies  to  toe  the  line  would  obviously  be  to  interfere  in 
their  internal  affairs.  This  does  not  imply,  however,  that  we  should 
condone  violations  of  human  rights  anywhere. 

An  extraordinary  feature  of  U.S.-Third  World  relations  is 

'•Quoted  m  New  Vorlf  Ttme%,  February  11,  1977. 

"  trnest  W  lefever.  "The  Rights  Standard/'  New  York  Times,  January  25,  1977. 
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that  while  many  Third  World  leaders  chide  the  United  States,  most 
of  the  citizens  they  govern  envy  us.  The  United  States  is  still  the 
mecca  of  hope  and  freedom  for  millions  of  people  throughout  the 
world.  The  vast  flow  of  immigrants  to  our  country,  legal  and  illegal, 
attests  to  the  attraction  of  American  life.  Moreover,  the  United  States 
is  the  educational  center  for  students  from  all  over  the  world."  We 
face  an  envious  world,  not  a  hostile  one.  As  President  Carter  ex- 
pressed it  in  his  first  address  to  the  nation,  "Peoples  more  numerous 
and  more  politically  aware  are  craving  and  now  demanding  their 
place  in  the  sun  —  not  just  for  the  benefit  of  their  own  physical 
condition,  but  for  basic  human  rights."  We  should  encourage  them 
to  adopt  a  democratic  system  compatible  with  their  own  cultures, 
and  should  respond  with  positive  incentives  to  any  steps  they  may 
take  toward  democracy.  We  should  recognize  that  each  nation 
should  choose  its  own  government  and  that  some  form  of  cir- 
cumscribed democracy  may  be  appropriate  at  a  particular  stage  of 
development.  In  any  circumscribed  democracy,  however,  what 
must  remain  is  the  dive/sily  of  opinion  and  institutions  that  will 
provide  the  basis  for  the  eventual  flowering  of  freedom  and  demo- 
cratic rights.  Perfect  tyranny,  too  easily  created,  produces  a  barren 
earth  in  which  freedoms  will  never  grow. 

Dealing  with  Adversaries 

The  need  for  cooperation  with  adversaries  on  many  global 
issues  should  be  obvious.  The  spread  of  modern  technology  is  gen- 
erating problems  of  resource  scarcity  and  environmental  pollution 
for  all  nations,  regardless  of  ideology.  Instead  of  the  progress  that 
seemed  so  sure  in  the  first  Industrial  Revolution,  the  major  indus- 
trial societies  seem  to  be  facing  diminishing  resources,  impure 
water  and  foul  air,  toxic  effects  from  chemical  fertilizers  and  insecti- 
cides, the  possibility  of  major  famines,  dwindling  ocean  fisheries, 
chronic  unemployment,  persistent  inflation,  unstable  currencies! 
sprawling  urban  problems,  and  a  widening  "rich  nation-poor  na- 
tion" gap.  These  symptoms  of  a  fundamental  dysfunction  in  the 
world  system  require  5ysfem/c  change  if  they  are  to  be  managed 
satisfactorily.  The  extent  of  that  change  is  not  yet  clear,  but  one  ele- 
ment has  emerged.  Basically,  all  states  —  but  especially  the  more 
powerful  ones  — must  recognize  that  none  of  the  important  prob- 
lems confronting  mankind  can  be  solved  unilaterally.  Neither  can 

""It  1^  noteworthy  that  despitp  much  global  criticism  of  U.S.  policies,  the 
attraction  of  the  United  States  for  foreign  students  has  continued  to  grow."  (Bfzezinski, 
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these  problems  be  solved  on  the  basis  of  a  divisive  ideological  doc- 
trine that  ignores  human  rights. 

Instead  of  an  almost  undifferentiated  "containment'' 
policy  against  all  Marxist*Leninist  regimes,  American  foreign  policy 
perceives  the  great  variety  that  exists  among  communist  parties  — 
in  ideological  commitment,  in  their  ties  to  Moscow,  and  in  the 
severity  of  their  internal  coercion  when  in  power.  The  Soviet  Union 
is  by  far  the  most  powerful  of  the  Marxist-Leninist  states,  but  is  less 
developed  economically  than  are  some  countries  in  Eastern  Europe. 
The  People's  Republic  of  China,  on  the  other  hand,  is  notable  for 
what  Edward  Luttwak  called  "its  unique,  almost  pure  totalitarian- 
ism/' Clearly,  the  variety  in  Marxist  totalitarianism  now  requires  a 
range  of  relationships  characterized  by  varying  degrees  of  coopera- 
tion or  antagonism,  rather  than  an  inflexible  containment  policy.  In 
short,  we  should  use  the  fragmentation  of  Marxism-leninism  into 
nationalistic  factions  as  a  means  of  eliminating  ideological  commit* 
;nent  to  it  as  a  global  moral  system. 

At  the  same  time,  we  should  understand  that  the  most 
significant  obstacle  to  the  achievement  of  our  goals  remains  the 
Soviet  Union.  If  Moscow  genuinely  wishes  to  enter  into  the  kind  of 
long-term  international  cooperation  that  mankind  so  desperately 
needs,  it  will  have  to  change  its  policy  to  something  far  more  be* 
nign  than  the  present  version  of  "peaceful  coexistence."  Among 
other  things,  this  would  require  some  reordering  of  priorities  away 
from  the  steady  increase  in  military  spending  that  has  characterized 
Soviet  budget  allocations  for  the  past  fifteen  years.  Becaus  •  of  the 
closed  nature  uf  the  system,  Soviet  intentions  can  be  inferred  only 
from  Soviet  behavior.  Many  Western  statesmen  find  that  behavior 
menacing  in  the  strategic  arena,  opportunistic  in  the  Third  World, 
hegemonic  in  Eastern  Europe,  and  divisive  with  respect  to  relations 
between  the  United  States  and  Western  Europe.  It  may  be  argued 
that  these  are  misconceptions,  but  to  the  extent  that  they  are,  this 
is  due  in  no  small  part  to  the  contradictions  between  Moscow's  de- 
clared peaceful  intentions  and  the  pace  of  Soviet  arms  acquisitions. 

Struggle  and  competition  between  the  United  States  and 
the  Soviet  Union  need  not  result  in  war  or  in  an  irreversible  shift  in 
the  global  balance  of  power  to  Moscow's  advantage.  As  the  late 
President  John  F  Kennedy  remarked  in  his  speech  at  American 
University  on  June  19, 1963: 

World  peace,  like  community  peace,  does  not  require  that  each  man 
love  his  neighbor:  it  requires  only  that  they  live  together  in  mutual 
tolerance,  submitting  their  disputes  to  a  just  and  peaceful  settlement. 
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And  history  teaches. us  that  enmities  between  nations,  as  between  indi- 
viduals, do  not  last  forever" 

When  dealing  with  our  powerful  adversary,  we  should 
recognize  that  the  minimal  operational  meaning  of  detente  for  the 
Soviets  is  a  presumed  and  natural  mutual  desire  to  avoid  nuclear 
war.  We  should  also  recognize  that  we  and  the  Soviets  remain  com- 
petitors, politically,  militarily  and  ideologically.  The  communists 
have  never  intended  that  detente  should  end  the  ideological  strug- 
gle. As  Brezhnev  put  it: 

Detente  and  peaceful  coexistence  refer  to  interstate  relations.  This  means 
mainly  that  disputes  and  conflicts  between  countries  are  not  to  be  settled 
by  war,  by  the  use  or  threat  of  force.  The  detente  docs  not  in  the  slightest 
abolish,  and  cannot  abolish  or  alter,  the  laws  of  the  class  struggle 
We  make  no  secret  of  the  fact  that  we  see  detente  as  the  way  to  create 
more  favorable  conditions  for  peaceful  Socialist  and  Communist  con- 
struction.'* 

Brezhnev  has  also  asserted  that  "the  cause  of  freedom  and  progress 
is  unconquerable.'"^  Obviously  his  idea  of  freedom  is  not  ours. 

Let  the  United  States  advance  on  the  imperative  of  its 
own  definition  of  freedom  as  linked  to  democracy.  Our  support  of 
freedom  for  the  individual  need  not  bring  back  the  acrimonx  of 
the  Cold  War  any  more  than  the  Soviet  denial  of  freedom  will,  by 
itself,  do  so.  Each  side  knows  the  other's  ideological  position.  Each 
can  expose  what  it  believes  to  be  the  fundamental  errors  of  the 
other  without  demanding  an  immediate  overthrow  or  elimination  of 
the  opposing  system.  Each  should  tolerate,  even  seek,  a  peaceful 
competition  of  systems  Eventually,  the  individual  citizens  of  the 
world's  nations  n.ay  be  able  to  choose  the  degree  of  freedom  or 
governmental  authority  they  want  We  should  be  confident  that 
competition  undt'r  such  rules  will  ultimately  favor  the  Western 
democracies  over  the  "Marxist-Leninist"  regimes. 

What  Can  Be  Done? 

President  Carter,  in  his  inaugural  address,  proclaimed  a 
foreign  policy  dedicated  to  widening  the  frontiers  of  freedom:  "The 
passion  for  freedom  is  on  the  rise.  Tapping  this  new  spirit,  there 
can  be  no  nobler  nor  more  .imbitious  task  for  America  to  undertake 
on  this  day  of  a  new  beginning  than  to  help  shape  a  just  and  peace- 

"  Ovpjriivvnt  <>l  SMfc  fiiiHrlin.  |uly  1,  1%3  p  3 
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And  history  teaches  us  that  enmities  between  nations,  as  between  indi« 
viduals,  do  not  last  forever.*^ 

When  dealing  with  our  powerful  adversary,  wo  should 
recogni/e  that  the  minimal  operational  meaning  of  detente  for  the 
Soviets  is  a  presumed  and  natural  mutual  desire  to  avoid  nuclear 
war.  We  should  also  recognize  that  we  and  the  Soviets  remain  com- 
petitors, politically,  militarily  and  ideologically.  The  communists 
have  never  intended  that  detente  should  end  the  ideological  strug- 
gle. As  Brezhnev  put  it : 

Detente  and  peaceful  coexistence  refer  to  interstate  relations.  This  means 
mainly  that  disputes  and  ronflic  ts  between  countries  are  not  to  be  settled 
by  Wtir,  by  the  use  or  threat  of  force.  The  detente  does  not  in  the  slightest 
abolish,  and  <  annot  abolish  or  alter,  the  laws  of  the  ciass  struggle.  .  .  . 
We  rnakr  no  src  rrf  of  the  tac  t  that  we  see  detente  as  the  way  to  create 
more  lavorablt*  conditions  for  peaceful  Socialist  and  Communist  con- 
struction '*  • 

Hre/hnev  has  also  c^ssertcuJ  that  "the  cause  of  freedom  and  progress 
is  uncon(]U(Habkv"''  Obviously  his  idea  of  freedom  is  not  ours, 

let  tfie  Unitt^d  States  advance  on  the  imperative  of  its 
own  definition  of  freedom  as  linked  to  democracy.  Our  support  of 
freeHoni  for  ifu?  individual  need  not  bring  back  the  acrimony  of 
the  Cdid  War  .mv  morr  than  the  Soviet  denial  of  freedom  will,  by 
itself,  do  so  Each  side  knows  the  other's  ideological  position.  Each 
can  expose  what  it  beheves  to  be  the  fundamental  errors  of  the 
other  without  denuuKling  an  inun(*rliate  overthrow  or  elimination  of 
th(»  opposing;  systrrn.  Fac  fi  sfiould  tolerate,  even  seek,  a  peaceful 
ri)m()t*fitKin  of  svsituiis  Ev(»ntually,  tht*  individual  citi/ens  of  the 
worlfJ's  nations  may  ho  abU»  to  choose  the  degree  of  freedom  or 
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rornpefifioo  uruJer  such  rules  will  ultimatc^ly  favor  the  Western 
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What  Can  Be  Done? 

President  (  arter,  in  bis  inaugural  address,  proclaimed  a 
foreign  f)oli(  v  cjoduiiled  to  wKl(Mnng  the  frontiers  of  freedom:  "The 
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on  tfiis  day  of  a  new  beginning  than  to  help  shape  a  just  and  peace- 
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ful  world  that  is  truly  humane."  The  task  of  translating  this  state- 
ment of  purpose  into  national  policy  and  into  specific  programs 
of  action  will  be  a  difficult  one.  Nevertheless,  several  initiatives  com- 
mend themselves  as  both  readily  available  and  effective. 

The  global  revolution  that  has  taken  place  in  all  forms  of 
communications  offers  an  ideal  instrument  with  which  to  promote 
the  expansion  of  freedom.  The  possibility  of  reaching  the  minds  of 
people  everywhere  via  the  electronic  media  either  exists  or  can  be 
developed.  The  communist  regimes  have  long  used  their  monopoly 
of  communications  and  information  to  indoctrinate  their  popula- 
tions. They  have  sought  to  insulate  the  populations  they  control 
from  the  influence  of  alien  ideas.  Many  Third  World  countries  are 
attempting  to  follow  the  Soviet  model,  and  efforts  are  under  way  in 
many  of  these  nations  to  ensure  government  control  of  the  flow  of 
news  within.and  between  countries.  Vidya  Charan  Shukia,  the  Indian 
information  minister,  addressing  the  New  Delhi  nonaligned  confer- 
ence, gwve  ihis  rationale: 

The  theme  of  "free"  flow  of  information,  which  was  chanted  in  a  chorus, 
was  aimed  to  enable  all  countries  in  name  but  only  the  powerful  countries 
in  reality,  to  pump  their  information  into  all  regions  of  the  world  without 
let  or  hmdrance.  ...  In  fact,  the  idea  of  a  "free"  flow  of  information 
fits  insidiously  mlo  the  package  of  other  kinds  of  "freedom"  still  cham- 
pioned by  the  adherents  of  19lh-century  liberalism." 

Symbolic  of  the  struggle  between  free  and  authoritarian  societies 
will  be  whether  a  pluralistic  global  communications  system,  in- 
volving media,  entertainment,  cultural  exchanges  and  international 
travel,  can  be  sustained. 

As  the  acknowledged  leader  of  the  industrialized  demo- 
cratic societies,  the  United  States  has  a  responsibility  to  assure  free- 
dom of  information  to  the  countries  of  the  Third  World.  America 
should  take  the  lead  to  block  an  effort,  masterminded  by  the  Soviet 
Union  and  some  Third  World  countries,  to  obstruct  the  flow  of 
global  information  via  UNESCO  (the  United  Nations  Educational, 
Scientific  and  Cultural  Organization).  UNESCO  was  created  as  a 
nonpolitical  organization  dedicated  to  furthering  international  co- 
operation in  its  areas  of  interest.  But  a  concerted  effort  has  been 
made  by  the  Soviet  Union  and  its  Third  World  associates  to  trans- 


'•Quoted  m  leonard  R.  Sussman,  "A  Fateful  Ye^r  for  the  News  Media/'  Freedom 
Jl  /i$ue,  Januarv-February  1977,  p.  4. 
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form  it  into  a  pohhcal  agency,  *i  vehicle  for  restricting  the  free  flow 
of  information. 

It  is  time  for  the  United  States  to  join  the  battle  against 
suppressmg  the  flow  of  news  in  the  crucial  UNESCO  forum.  Im- 
balances in  the  flow  of  information  between  Third  World  countries 
and  the  industrialized  world  do  exist,  but  these  should  not  be  cor- 
rected by  applying  further  controls.  Open  communication  of  ideas 
is  the  lifeblood  of  freedom. 

Another  initiative  needs  to  be  taken  in  the  context  of 
East-West  relations  The  nature  of  man  and  the  nature  of  society 
are  at  the  root  of  the  conflict  between  the  Western  democracies 
and  the  Soviet  Union.  In  President  Truman  approved  NSC  68, 

the  United  States'  first  major  philosophical  and  strategic  analysis  of 
conlinuinj^  conflict  between  Soviet  totalitarianism  and  the  free 
democrcRies  In  discussing  the  two  systems,  the  document  stated: 

The  idea  of  treedom,  moreover,  is  peculiarly  and  intolerably  subversive 
of  the  idea  of  slavery.  But  the  converse  is  not  true.  The  implacable 
purpose  of  the  ^lave  state  to  eliminate  the  challenge  of  freedom  has 
placed  the  two  great  powers  at  opposite  poles.  It  is  this  fact  which 
gives  the  present  poLri/ation  oi  power  the  quality  of  crisis.'^ 

An  underlying  assumption  of  NSC  68  —  which  has  influ- 
enced Amencan  policy  e\'er  since  its  publication  —  is  that  the  con- 
flict between  free  and  totalitarian  societies  will  continue  until  the 
characteristics  of  a  free  society  begin  to  emerge  within  the  Soviet 
system  (Conversely,  the  conflict  could  end  if  free  societies  lacked 
the  will  or  the  power  to  defend  their  freedom.)  The  denouement 
may  not  come  for  many  more  years.  A  beneficent  outcome  will 
never  arrive  unless  the  Western  democracies,  particularly  the  United 
Slates,  have  the  will  and  stamina  to  protect  themselves  while  con- 
tinuing to  proclaim  liberty  throughout  the  world.  Through  spread- 
ing the  revelations  of  the  Alexander  Solzhenitsyns  and  Vladimir 
Bukofskys  concerning  life  in  the  Soviet  police-state,  we  can  bring 
home  to  the  American  people  that  the  freedom  they  too  often  take 
for  granted  is  priceless  and  easily  lost.  This  in  turn  will  induce  them 
to  support  what  needs  to  be  done  to  assure  protection  for  the  exist- 
ing frontiers  of  freedom.  In  fact,  one  of  the  harmful  by-products  of 
President  Nixon's  premature  declaration  of  "a  generation  of  peace" 
some  years  ago  was  the  false  sense  of  euphoria  it  evoked,  which 


"  A  Repnrt  to  the  Njt/onj/  Srcunty  Counctl  by  the  [xecutivr  Secredry:  On  U.S. 
Ob/ect/ves  ind  Programs  let  Nitionil  Secuftty.  April  14,  1950  (Declass'fied  February  27. 
1975.  by  Henry  A  Ki4smger ) 
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made  it  more  difficuU  to  maintain  the  redoubts  necessary  to  secure 
freedom's  frontiers. 

Open  moral  support  of  freedom  in  the  USSR  and  else- 
where will  also  help  us  in  our  diplomatic  dealings  with  the  array  of 
dictatorial  regimes  now  flourishing  in  the  Third  World.  Since  1960, 
the  mcrease  of  Marxist-Leninist  governments  has  been  phenome- 
nal." Many  of  these  governments  have  come  into  existence  through 
active  Soviet  support.  This  increase,  together  with  the  concomitant 
growth  of  Soviet  power,  has  made  it  appear  that  totalitarian  tyranny 
and  not  freedom  is  the  wave  of  the  future.  By  exposing  the  human 
implications  of  totalitarian  tyranny  at  the  center  of  the  emerging 
Soviet  international  system,  we  can  raise  doubts  about  the  validity 
of  the  Marxist-Leninist  program  for  fulfilling  human  needs  and 
aspirations. 

At  the  July  1977  meeting  in  Belgrade,  where  "progress"  in 
implementing  the  1975  Helsinki  accords  is  to  be  reviewed,  the 
United  States  will  have  an  excellent  opportunity  to  speak  up  for 
human  rights  in  the  framework  of  Basket  3,  which  calls  for  greater 
freedom  of  travel  and  of  contact  and  exchange  between  East  and 
West.  The  thirty-five  signatories  to  the  Helsinki  accords,  including 
Brezhnev,  pledged  their  governments  "to  assist  in  the  improve- 
ment of  distribution  within  their  territory  of  newspapers,  publica- 
tions, periodicals  and  non-periodicals  originating  from  other  par- 
.icipant  countries."  Nonetheless,  evidence  is  mounting  that  the 
Soviets  and  their  East  European  client-states  clamped  down  on  in- 
dividual freedom  more  after  the  Helsinki  meeting  than  before. 

The  United  States  has  faithfully  lived  up  to  the  1948  UN 
Human  Rights  Declaration,  which  eloquently  asserted  the  inviolable 
conditions  of  humane  societies. 

All  human  beings  are  born  free  and  equal  in  dignity  and  rights 
Everyone  has  the  right  to  life,  liberty  and  security  of  person  AM 
are  equal  before  the  law  and  are  entitled  without  any  discriminai  on  to 
equal  protection  of  the  law.  ...  No  one  shall  be  subjected  to  arbitrary 
interference  with  his  privacy,  home  or  correspondence,  nor  to  attacks 
upon  his  honour  and  reputation.  Everyone  has  the  right  to  the  protection 
of  the  law  against  such  interference  or  attacks." 

We  thus  have  the  credentials  to  take  the  lead  in  assembling  and 
auditing  a  public  record  of  >:he  state  of  human  rights  and  the  free 
flow  of  information  in  the  thirty-five  nations  that  signed  the  Hel- 

»A-  ^^"'"P'O"     Toward  a  CommuniJi  Iniernjt.on*!  System,"  ORBIS, 

u-„iw"i,^"°M'"  Donald  W.lhelm,  If..  The  W«»  On  W,n   A  Study  ,n  Science  »nd 
ViofW  Power  (Nvw  York  Ptteger,  1966),  pp.  149-150. 
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sinki  accords.  The  audit  is  likely  to  disclose  Soviet  obstructions  that 
should  be  eased.  To  start  with,  some  Soviet  concessions  having  to 
do  with  freedom  of  information  might  be  exacted  without  jeopar- 
dizing SALT  II.  If  Western  newspapers  and  magazines  can  be  bought 
rather  freely  in  Budapest,  why  not  in  Moscow? 

It  may  take  a  long  time  for  the  seeds  of  freedom  to  take 
root  in  Soviet  soil;  we  must  learn  patience  and  avoid  provocation. 
We  should  press  the  Soviet  Union  for  movement  toward  a  wider 
meaning  of  detente  that  includes  respect  for  human  rights.  One  way 
to  do  this  is  to  urge  its  leaders  to  observe  all  the  conditions  of  the 
Helsinki  accords,  including  Basket  3.  Above  all,  we  should  main- 
tain a  prudent  security  posture  —  one  that  wiH  preclude  the  So- 
viets from  exploiting  superior  armed  strength  for  political  gains 
harmful  to  freedom's  nurture  and  growth.  The  preservation  of  an 
adequate  military  shield  for  the  protection  of  free  people  should 
be  the  overriding  mora!  imperative  of  the  United  States. 

Since  President  Kennedy  pledged  an  overwhelming  com- 
mitment of  U.S.  resources  to  the  defense  of  freedom  everywhere, 
our  foreign  policy  has  alternated  between  morality  and  expediency. 
The  crusading  spirit  which  has  sometimes  characterized  our  policy 
probably  contrib««»ed  to  our  deep  involvement  in  Vietnam.  Regard- 
less of  the  merit:>  of  that  intervention,  the  conduct  of  the  conflict 
there  was  strategically  unwise,  and  the  mode  of  our  withdrawal 
was  morally  flawed.  As  former  Defense  Secretary  Melvin  Laird  has 
written  from  intimate  knowledge: 

North  Vietnam  became  a  parly  to  guaranteeing  peace  in  South  Vietnam, 
with  the  clear  understanding  that  there  was  and  would  continue  to  be 
a  separate  South  Vietnam  After  these  accords  were  signed,  however, 
the  United  States  did  not  take  appropriate  action  ...  to  stem  violations 
by  both  North  Vietnam  and  the  Provisional  Government,  equipped  by  the 
U  SS  R,  and  China.  The  strenuous  efforts  necessary  to  make  the  two 
Communist  giants  agree  to  restrict  weapon  flow  were  never  undertaken. 
.  .  .  even  if  our  whole  involvement  with  ground  forces  in  Vietnam  was 
questionable  from  the  first,  America's  convenient  neglect  of  its  solemn 
pledge  to  guarantee  the  security  of  South  Vietnam  cannot  be  excused.** 

The  abandonment  of  solemn  pledges  for  the  sake  of 
expediency  has  characterized  many  of  our  actions  and  helped 
shatter  the  consensus  that  sustained  our  foreign  policy  from  the 
Marshall  Plan  until  the  Tet  offensive.  If  our  foreign  policy  is  to 


**Melvin  laird.  "America's  Principled  Rote  in  World  Affairs:  A  Realistic  Policy 
of  Peace  and  Freedom."  in  Robert  I.  Pranger,  ed..  O^lenie  and  Defense  (Washington: 
American  Enterprise  Institute  for  Public  Policy  Research,  1976),  p.  107. 
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win  the  consent  and  support  of  the  American  people,  it  must  be 
consistent  with  our  basic  values. 

The  American  Task 

After  years  of  "the  best  and  the  brightest,"  followed  by 
the  Nixon-Kissinger  realpolitik  attempt  to  lead  us  across  "the  thresh- 
old of  a  new  era  of  peace,"  the  United  States  is  once  again  en- 
gaged in  a  reappraisal  of  what  the  fundamental  thrust  of  its  foreign 
policy  should  be.  The  central  issue  is  not  whether  we  will  seek  to 
play  a  major  role  in  world  affairs.  There  is  no  way  we  can  escape 
from  the  responsibilities  that  flow  from  our  power.  The  real  issue 
is  whether  we  will  help  shape  the  future  world  order  to  make  it 
more  compatible  with  freedom.  Hence,  the  preservation  of  existing 
free  societies  should  be  the  basic  aim  of  American  foreign  policy. 
The  United  States  should  simultaneously  maintain  and  disseminate 
a  vision  of  freedom  for  all  who  seek  it.  When  opportunities  arise, 
our  policy  should  be  based  on  the  promotion  of  freedom.  An 
American  foreign  policy  inspired  once  again  with  the  advocacy  of 
freedom  will  be  less  tempted  {r>  find  expedient,  short-term  solu- 
tions to  difficult  problems. 

It  is  our  task  to  hold  up  the  standard  of  a  free  society 
at  home  and  call  attention  to  restrictions  on  liberty  abroad.  The 
U.S.  government,  however,  is  ill  equipped  to  monitor  the  human 
rights  situation  in  various  countries  or  to  disseminate  information 
concerning  flagrant  violations.  The  various  operational  arms  set  up 
by  the  government  in  the  1950s,  such  as  the  Psychological  Strategy 
Board  and  the  subsequent  Operations  Coordinating  Board,  were 
dismantled  by  President  Kennedy  and  never  replaced.  We  have 
never  had  a  focal  point  in  the  government  for  monitoring  the  U.S.- 
Soviet cultural  exchange  program.  Likewise,  the  executive  branch 
has  failed  to  create  an  agency  within  the  State  Department  or  the 
White  House  to  keep  track  of  performance  regarding  Basket  3,  and 
it  gave  little  assistance  to  a  commission  on  compliance  set  up  by 
Congress  to  monitor  how  the  Eastern  bloc  countries  perform  on 
these  matters. 

In  addition  to  the  initiatives  on  free  communication  and 
vigorous  advocacy  of  Basket  3  at  the  Helsinki  review  conference, 
previously  mentioned,  the  government  is  in  dire  need  of  some 
reorganization  to  focus  on  the  issue  of  human  rights.  The  ptfrsistence 
of  the  U.S  government  in  keeping  this  matter  before  the  forum  of 
world  public  opmion  is  essential  if  it  is  to  command  the  respect  of 
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the  American  people  and  if  it  is  to  sustain  those  who  cry  for  free- 
dom throughout  the  world.  The  Carter  administration  has  taken 
some  admirable  first  steps  with  regard  to  the  human  rights  issue. 
It  has  placed  the  spotlight  of  public  opinion  on  Soviet  violations  of 
human  rights  and  has  been  strongly  rebuked  by  Moscow  for  doing 
so. 

Freedom  cannot  be  imposed  on  any  country  from  with- 
out; it  has  to  be  won  from  within.  This  is  especially  true  of  the  So- 
viet Union.  There  is  little  the  United  States  can  do  directly  to  sup- 
port the  Soviet  dissidents  fighting  for  freedom  against  the  immense 
power  of  the  ^oviet  state.  Yet  the  very  fact  that  we  care  about  their 
struggle  for  freedom  brings  light  to  their  struggle  and  discomfort  to 
the  Soviet  rulers. 

Freedom  as  the  touchstone  of  our  diplomacy  will  have  to 
be  applied  differently  toward  the  first  circle  of  our  democratic 
allies  than  to  the  many  envious,  if  not  hostile,  members  of  the 
Third  World.  Our  policies  toward  our  adversaries  should  be  co- 
operative when  necessary,  but  in  no  case  should  we  shrink  from 
ideological  competition  with  totalitarian  systems.  The  question  is 
not,  as  Lenin  asked  of  history.  Who  is  stronger?  Rather,  we  should 
ask.  Which  is  best? 

President  Carter  has  called  for  a  renewal  of  the  ''moral'' 
dimension  of  American  relations  abroad.  On  the  way  to  this  goal, 
we  will  encounter  the  old  difficulties  between  moral  ideals  and  the 
demands  of  pragmatic  policy.  This  dilemma  will  be  resolved  by 
the  usual  weighing  of  greater  against  lesser  evil  which  comprises 
the  unpleasant  business  of  diplomacy  and  power.  But  perhaps  the 
most  important  task  on  this  road  will  be  to  fix  a  "weight"  to  the 
moral  elemeni  in  our  cost-benefit  analysis  of  foreign  policy  deci- 
sions. This  weight  will  shape  priorities,  and  our  allies  should  be  the 
beneficiaries.  As  Lord  Palmerston  declared  over  a  century  ago: 
"Constitutional  states  I  consider  to  be  the  natural  allies  of  this 
country;  and  whoever  may  be  in  office  conducting  the  affairs  of 
Great  Britain,  I  am  persuaded  that  no  English  ministry  will  perform 
its  duty  if  it  be  inattentive  to  the  interests  of  such  states.""  The 
United  States  should  now  apply  the  same  principle  to  the  free, 
democratic  societies  of  the  world  community. 

In  brief,  there  are  many  things  the  United  States  can  do 
to  expand  the  frontiers  of  freedom  without  rocking  the  global  boat, 
reviving  the  Cold  War,  or  accelerating  the  arms  race.  It  is  time  to 
begin. 

"Quoted  in  lasper  Rdley,  Lord  PilmerUon  (London;  Panther  Book^.  1972),  p. 
216  ^ 
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m  LEARNING 
TO  LIVE  WITH 
AUTHORITARIAN  REGIMES 


long  the  problems  experienced  by  democratic  societies 
in  managing  their  foreign  affairs,  none  have  been  more  beset  with 
dilemmas  both  moral  and  practical,  nor  accompanied  by  more  dis* 
pute  and  self-doubt  concerning  fundamental  aspects  of  the  democratic 
faith,  than  those  arising  as  a  consequence  of  relations  with  author- 
itarian regimes. 

In  the  aftermath  of  recent  revelations  of  unlawful  practices  in 
high  places  in  the  United  States  and  of  other  traumas  both  here  and 
abroad,  a  riptide  of  conflicting  reactions  has  set  in.  Some  have  been 
moved  to  view  the  differences  between  democracy  and  authoritarian- 
ism as  a  matter  of  degree.  As  an  antidote  to  an  earlier  self-righteous- 
ness and  the  inclination  to  regard  our  actions  in  the  world  with 
excessive  self-indulgence,  this  reaction  to  the  American  fall  from 
virtue  has  definite  therapeutic  benefits.  But  in  extreme  measure,  it 
has  reinforced  the  loss  of  confidence  in  democratic  societies  as  the 
chosen  people  of  human  progress,  and  in  the  capacity  of  self-govern- 
ment to  cope  with  the  growing  complexities  of  national  and  inter- 
national life. 

In  reaction  against  this  perceived  loss  of  democratic  morale,  there 
has  emerged  a  militant  support  for  a  more  ''moral"  foreign  policy, 
for  different  and  sometimes  incompatible  reasons.  Some  assert  the 
primacy  of  moral,  and  particularly  of  human  rights,  considerations  in 
foreign  policy  as  a  matter  of  principle — against  what  is  felt  to  have 
been  the  recent  excessive  preoccupation  with  strategic  power  con- 
siderations. Others  evoke  support  for  human  rights  issues  (along  with 
an  increased  mobilization  of  military  power)  as  an  element  in  a 
renewed  ideological  offensive  against  the  Soviet  Union. 

The  result  of  these  conflicting  reactions  has  been  a  period  of  dis- 
orientation on  a  score  of  issues  confronting  the  United  States  and 
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other  democratic  societies.  Some  of  these  issues  are  transient  and 
tactical ;  others  now  temporarily  obscured  involve  more  fundamental 
adjustments  as  part  of  a'longer  term  process  of  learning  to  live  with 
authoritarian  regimes.  As  a  step  toward  sorting  out  some  of  the 
moral  and  practical  elements  involved  in  these  adjustments,  there  are 
set  forth  below  four  classes  of  problems  requiring  discrimination: 
the  first  three  primarily  concern  aspects  of  U.S.  relations  with  the 
Soviet  Union;  the  fourth  concerns  relations  with  some  less  powerful 
but  significantly  placed  authoritarian  regimes. 

For  our  present  purpose,  the  term  authoritarian  regimes  is  used 
here  in  its  broadest  sense  to  include  totalitarian  states,  dictatorships, 
and  regimes  in  which  opposition  is  suppressed.  There  are  of  course 
significant  differences  between  those  regimes  in  which  the  power  of 
the  state  controls  all  aspects  of  the  society  and  those  in  which  pri- 
marily political  opposition  is  prevented  from  operating,  with  vary- 
ing degrees  of  repressiveness.  Some  problems  are  common  to  this 
entire  category  of  stales  and  some,  as  we  are  coming  to  learn,  are  in- 
flected according  to  the  degree  of  repression  exercised. 

Democratic  societies  is  used  here  to  distinguish  those  societies  that 
are  committed,  with  varying  degrees  of  imperfection  in  practice,  to 
the  principle  of  government  by  the  freely  expressed  consent  of  the 
governed,  and  to  the  conditions  of  free  civil  discourse  necessary  to 
the  expression  of  that  consent.  Of  the  many  attributes  that  might  be 
selected  to  characierixe  the  essential  qualities  of  democracy,  this 
principle  most  clearly  distinguishes  between  form  and  essence, 

II 

Tlie  most  obvious  and  perhaps  the  simplest  of  the  classes  of  prob- 
lems that  have  arisen  are  those  that  might  be  called  structural.  They 
involve  the  meshing  of  pluralistic  institutions  on  the  one  side  with 
highly  centralized  institutions  on  the  other,  involving  a  variety  of 
encounters  characteristic  of  contemporary  international  relations,  in- 
cludini;  economic  and  cultural  relations,  contacts  in  international  or- 
ganizations and  bctv\ren  nongovernmental  groups.  Even  conven- 
tional  diplomatic  relations  are  affected  by  the  asymmetry  in  the 
foreign  poluv  rtiaking  processes  of  the  two  system*.  Although  these 
structural  problems  have  not  attracted  much  attention  from  the  gen- 
eral pul>lK,  thcv  may  have  considerable  ultimate  importance. 

Although  economic  relations  between  the  United  States  and  the 
Soviet  Union  have  developed  under  govcrnment-to-government 
agreements,  their  implementation  involves  largely  autonomous  indi- 
vidual firms  on  one  hand  and,  on  the  other,  the  Ministry  for  Foreign 
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Trade  and  its  subordinate  departments,  with  the  participation  of  the 
particular  Ministries  involved,  as  well  as  State  Banks,  the  State 
Planning  Commission  and  in  some  cases  the  State  Committee  for 
Science  and  Technology.  A  process  of  adjustment  has  begun  on  both 
sides  to  facilitate  the  meshing  of  these  dissimilar  institutions,  and 
the  long-term  consequences  may  be  substantial  for  each/ 

From  the  Western  side,  efforts  have  been  made  to  compensate  for 
the  bargaining  advantage  which  accrues  to  the  centralized  Soviet 
institutions,  and  to  meet  the  more  fundamental  problem  of  the  dif- 
ferences between  the  national  interest  and  the  interests  of  individual 
firms.  The  concern  of  individual  firms  is  quite  naturally  with  whether 
or  not  a  particular  deal  is  profitable;  from  the  national  point  of 
view,  policy  questions  arise  as  to  the  advantages  of  developing  eco- 
nomic relations  as  a  means  of  stabiliring  political  relations,  as  against 
the  possible  risks  of  strengthening  militarily  or  economically  a  state 
that  remains  committed  to  some  incompatible  international  objectives. 

As  a  consequence,  a  trend  toward  centralized  political  control  over 
trade  with  the  East  has  been  set  in  motion,  although  the  question 
remains  unresolved  whether  democratic  societies  are  able  and  willing 
to  exert  the  degree  of  centralized  coordination  or  control  of  national 
eonomic  policy  necessary  to  administer  a  coherently  regulated  trade 
policy,  let  alone  to  achieve  the  degree  of  coordination  necessary  with 
their  allies. 

Among  the  adjustments  that  have  been  set  in  motion  in  the  United 
States  to  compensate  for  the  institutional  asymmetries  are  wider 
interpretatic-is  of  antitrust  legislation  to  allow  firms  engaged  in 
foreign  irade  a  degree  of  coordination  normally  prohibited  in  do- 
mestic trade;  mandatory  coordination  of  information  among  firms 
engaged  in  grain  sales  abroad;  closer  congressional  supervision  of 
export-import  credit  practices  in  East-West  trade;  stronger  Depart- 
ment of  Defense  involvement  in  permission  for  transfer  of  advanced 
technology;  and  a  proliferation  of  government  advisory  and  licensing 
procedures  to  recommend  or  to  impose  a  degree  of  centralization 
upon  transactions  normally  not  subject  to  such  regulation.  The  most 
extreme  measure  of  control  was  contained  in  the  Trade  Reform  Act 
of  1974,  and  accompanying  legislation  on  the  Export-Import  Bank, 
in  which  the  Congress  prohibited  the  extension  of  Export-Import 
Bank  credits  or  the  granting  of  most-favored-nation  treatment  to 
the  Soviet  Union  unless  changes  were  made  in  restrictive  Soviet 
emigration  practices.  A3  a  result  of  this,  the  Trade  Agreement  Act  of 

'See  Riymond  Vernon,  "Apparatchik*  and  Kntrepreneuri    US  Soviet  E<ro.  omic  Relatio  C 
F«r#i#fl  Afmn,  October  197H,  pp  24^262. 


132 


1972  rcfnairis  uiu  ohm  ^Tiriialcd.  If  and  when  a  new  effort  is  made  to 
draft  Icgishilion  fi>i  ihc  regulation  of  Kast-Wcst  economic  relations, 
agreement  will  he  rctjuired  between  the  executive  and  congressional 
branches  of  gnvernmcnt  and  the  business  community  upon  more 
cfTective  guidelines  and  measures  of  coordination  than  now  exist. 

The  Soviet  side  has  also  made  adjustments  to  facilitate  East-West 
trade.  For  exan^ple,  the  U.8.S.R.  has  eased  bureaucratic  obstacles 
to  direct  access  by  Western  firms  to  the  various  State  enterprises,  and 
it  has  (onrdinated  tfic  various  foreign  trade  organizations  to  make 
CdfiipensatioM  agreements  with  Western  firms  easier  to  negotiate.  In 
an  effort  to  make  transfers  of  advanced  technology  more  attractive  to 
Western  firms,  ifie  Soviet  Tnion  has  been  moving  warily  and  with 
evident  rchu  tancc  toward  ff)rms  of  joint  ventures.  While  the  Soviets 
do  not  [)ermit  foreign  ei|uity  holdings,  they  do  accept  Western  par- 
ticipation in  management  functu)ns  affecting  quality  control,  though 
not  in  pers(»r  1  matter^.  Whether  the  acceptance  of  Western  man- 
agement pras^tices  will  result  in  a  wider  diffusion  of  initiative  and 
responsibility  in  the  presently  highly  centralized  Soviet  economy  is  a 
matter  of  contention  within  the  Soviet  leadership. 

The  asymmetry  of  institutions  involved  in  cultural  relations  has 
also  led  to  gK-ater  coor(lination  in  the  United  States  among  univer- 
sities, scientific  and  other  academic  and  cultural  institutions,  al- 
though here  a  certain  ingenuity  has  permitted  effective  coordination 
withopi  undue  loss  of  independence.  For  example,  under  the  um- 
biel.a  cultural  exchange  agreements  negotiated  between  the  govcrn- 
nients,  implementing  acadv^mic  exchanges  is  handled  by  the  Inter- 
national Research  and  Exchanges  Board  ;  this  enables  the  universities, 
on  the  basis  of  voluntary  cnoperati(/n,  to  speak  with  one  voice  to  the 
Soviet  Ministry  of  Higfier  Education  and  the  Soviet  Academy  of 
Sciences, 

In  the  natural  sciences,  scholarly  exchanges  are  administered  by 
the  ijuasi'governmental  National  Academy  of  Sciences,  and  through 
participation  in  the  Joint  Commissions  on  various  aspects  of  science 
and  teihn(>logy  by  the  different  LLS.  departments  of  government. 
These  are  only  loosely  coordinated,  however,  and  troublesome  ques- 
tions over  the  possible  asymmetry  of  benefits  to  the  two  sides  and  the 
repugnant  but  apparently  necessary  invocation  of  the  principle  of 
reciprocity  in  response  to  Soviet  limitations  on  unfettered  scientific 
exchanges  remain  unresolved.  A  self  study  by  the  National  Academy 
now  urider  wav  may  result  in  a  further  codification  of  exchange  prac- 
tices. 

Contacts  between  nongovernmental  organizations,  such  as  the 


Pugwash  and  Dartmouth  groups,  the  United  Nations  Associatfons. 
and  inter-academy  arms  control  study  groups,  have  aiso  involved  ef- 
forts to  compensate  for  the  difference  betwt-n  autonomous  institu- 
tions on  the  American  side  and  their  quasi-governmental  opposite 
numbers.  Thus,  there  has  developed  through  experience  an  ethic  of 
responsible  independence  among  the  American  groups,  which  seeks 
to  make  clear  the  distinction  between  the  official  governmental  posi- 
tion on  issues  under  discussion  and  the  sometimes  critical  and  inde- 
pendent positions  of  the  participants.  As  a  consequence,  exploratory 
channels  of  communication  have  developed  whose  utility  has  been 
gicatest  when  government-to  government  channels  have  been  im- 
paired by  political  tensions. 

While  the  range  of  independence  among  Soviet  participants  in 
nongovernmental  contacts  is  obviously  more  restricted,  it  has  never- 
theless been  widening  with  experience  anil  the  growth  of  confidence. 
An  important  consequence  of  this  is  that  American  participants  are 
able  to  go  beyond  the  limited  printed  sources  of  information  on  Soviet 
positions  and  to  become  aware  of  the  richer  and  more  complex  oral 
levels  of  discussion  of  policy  issues. 

As  for  U.S. -Soviet  relations  in  various  international  organizations, 
the  structural  diflerences  between  the  two  systems  appear  to  be  less 
important  than  diflerences  in  policy,  except  in  certain  of  the  special- 
ized agencies.  F»erhaps  the  most  striking  illustration  of  structural 
diflerences  in  the  two  systems  is  to  be  found  in  the  case  of  the  Inter- 
national Labour  Organisation.  There  the  issue  of  the  differences  in 
the  function  of  trade  unions  in  the  two  societies,  which  had  been  sub- 
ject to  a  certain  accommodation  over  (he  years,  has  become  more 
acute  recently.  However,  even  this  tension  has  had  policy  roots,  spe- 
cifically the  critical  attitude  of  American  trade  union  leadership  to- 
ward elements  of  the  detente  relationship. 

Finally  in  the  class  of  structural  problems  must  be  noted  the  in- 
stitutional difleretnes  affecting  foreign  policy-making.  The  familiar 
problem  of  the  role  of  public  opinion  in  American  foreign  policy — 
and  of  the  Congress  as  the  most  direct  expression  of  this— has  become 
more  acute  as  a  result  of  a  combination  of  factors,  including  the 
Vietnam  War,  the  prices  of  bread  and  grain,  ethnic  sympathies,  the 
lines  at  gas  stations  during  the  oil  embargo,  and  the  technological 
advances  that  have  created  a  greater  popular  awareness  and  sense 
of  immediacy  about  intertiation:il  developments.  The  effect  of  the«e 
developments  upon  U.S. -Soviet  relations  has  been  to  make  for  greater 
volatility  and  unpredictability,  imposing  severe  limitations  on  the 
ability  of  the  e.xecutivc  branch  to  guarantee  the  implementation  of 
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policies  and  agreements.  To  what  extent  this  represents  a  cyclical 
phenomenon  remains  to  be  seen. 

Soviet  specialists  in  international  relations  have  been  learning  to 
take  into  account  the  pluralism  of  the  American  foreign-policy 
process.  They  have  become  more  fully  conscious  of  the  power  of 
public  opinion  and  its  reactions  to  such  developments  as  Angola,  the 
Middle  Hasty  Cyprus,  and  issues  involving  the  military  balance  and 
human  rights.  While  they  still  suspect  that  the  government  has  some 
degree  of  manipulative  power  over  public  opinion  and  the  press, 
they  have  turned  greater  attention  to  the  role  of  Congress,  and  deploy 
a  substantial  efTort  to  study  and  influence  congressional  opinion. 

The  Soviet  foreign  policy-making  process,  on  the  other  hand,  is  in 
the  hands  of  professionals  and  speaks  with  one  voice,  free  from  the 
complications  of  a  separation  of  powers  or  an  unruly  public  opinion 
or  press.  The  policy  makers  do  have  some  problems  of  coordination — 
both  between  the  Party,  the  diplomatic  branch  and  the  KGB,  and  be- 
tween the  national  interests  of  the  Soviet  Union  and  the  interests  of 
foreign  communist  parties.  Moreover,  the  absence  of  checks  and 
balances  can  make  for  monumental  errors  on  occasion.  And  the 
effect  of  ideological  preconceptions  makes  for  problems  in  the  per- 
ception and  accurate  reporting  of  developments  abroad.  This  is  most 
acute  precisely  when  it  involves  pluralistic  institutions,  for  it  is 
difl^cult  to  grasp  the  W(^rkings  of  pluralistic  power  hierarchies  if  one 
has  only  experienced,  and  if  the  history  of  one's  country  has  only 
known,  autocracy 

III 

Another  class  of  problems  experienced  by  democracies  in  their 
relations  with  authoritarian  regimes  might  be  called  the  induction 
effect  these  relations  generate  within  democratic  societies.  More 
specifically,  this  concerns  the  degradation  of  democratic  norms  of 
behavior  domestically  and  internationally  resulting  from  the  per- 
ceived necessity  of  competing  with  the  methods  of  totalitarian  states. 

It  is  worth  recalling  that  the  American  people  found  themselves 
plunged  into  the  Second  World  War  without  having  resolved  many 
feelings  derived  from  their  experience  in  the  First  World  War  con- 
cerning the  role  of  force  in  international  relations  or  their  own  role 
in  world  affairs.  The  precipitate  release  from  these  uncertainties 
by  the  attack  on  Pearl  Harbor,  the  inevitable  brutalization  entailed 
in  what  came  to  be  called  "total  war,"  and  the  fact  that  in  Hitler's 
Nazism  was  found  an  adversary  as  close  t(/  absolute  evil  as  could  be 
imagined    all  contributed  to  the  acceptance  and  justification  of  any 
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and  all  means  believed  useful  to  defeat,  indeed  to  destroy,  the  enemy. 

In  contrast  to  Churchill's  acceptance  of  an  alliance  with  the  Soviet 
Union  as  a  necessity  which  in  no  way  contradicted  his  earlier  judg- 
ment of  the  regime,  the  Americans,  with  characteristic  indiscriminate 
enthusiasm  for  their  "gallant  Soviet  ally,"  chose  to  ignore  the  darker 
side  of  Stalin's  Russia  and  the  portents  of  future  problems  Conse- 
quently, as  the  inevitable  conflicts  arose  concerning  postwar  arrange- 
ments, the  Americans— in  their  self-induced  disillusionment  and 
sudden  rediscovery  of  Soviet  totalitarianism  cr-rried  over  into  the 
cold  war  many  of  the  same  attitudes  of  mind  earlier  applied  with 
abandon  to  the  war  against  Nazism. 

Under  the  best  of  circumstances,  it  would  have  been  difficult  to  ex- 
pect a  measured  response  to  the  novel  problems  presented  by  modern 
totalitarianism:  its  capacity  for  large-scale  espionage,  subversion, 
misinformation,  propaganda,  front  organizations,  and  covert  opera- 
tions on  a  hitherto  unimagined  scale,  all  of  which  created  a  new 
shadow-world  of  violence  and  deceit  in  international  relations.  Given 
the  emotional  circumstances  of  our  entry  into  this  competition,  it  was 
perhaps  inevitable  that  the  logic  of  "fighting  fire  with  fire"  should 
have  overcome  any  moral  squeamishness  about  where,  and  to  what 
degree,  the  means  employed,  however  incompatible  with  previous 
democratic  precepts,  were  justified  by  the  perceived  necessities.  Like 
sheltered  innocents  discovering  the  pleasures  of  sin,  Americans  found 
a  certain  zest  in  their  release  from  earliei  inhibitions. 

Two  other  factors  contributed  to  the  disorientation  of  democratic 
values  in  this  period.  One  was  the  emergence  of  the  age  of  nuclear 
weapons  and  missiles.  This  brought  with  it  a  sense  of  vulnerability  to 
attack,  if  noi  to  annihilat-rn;  an  enormous  increase  in  the  militariza- 
tion of  the  economy  and  military  influences  in  the  society;  and  finally 
the  anomaly  o'  nutual  deterrence  -which  involves  holding  popula- 
tions hostage  to  .nass  destruction— as  the  best  hope  of  maintaining  the 
peace  under  the  ciicumstances.  The  other  factor  was  the  profound 
social  upheaval  in  all  industrial  countries  resulting  from  the  con- 
tinuing revolution  in  advanced  technology— calling  into  question 
traditional  values  and  sources  of  moral  authority. 

As  recent  hearings  before  the  U  S.  Congress  have  confirmed,  the 
response  to  the  need  to  match  Soviet  espionage,  counterespionage  and 
covert  activities  led  to  such  excesses  as  attempts  at  assassination  of 
foreign  leaders,  extensive  covert  interference  in  the  intern?!  politics 
of  other  countries,  and  extensive  operations  within  the  United  States, 
involving  domestic  surveillance  and  wiretapping,  burglaries,  forg- 
eries, and  penetration  of  political  dissidents  in  the  name  of  national 
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security.  The  earlier  ravages  of  the  McCarthy  period  also  must  be 
counted  among  the  excessive  reactions  to  these  security  apprehensions. 
Thus,  in  the  United  States,  the  security  apparatus  administering  in- 
telligence and  covert  operations  developed  into  a  semiautonomous 
bureaucratic  force  commanding  an  estimated  $7  billion  annually.'  To 
some  degree  at  least,  the  United  States  had  indeed  **taken  on  the  face 
of  its  adversary/*  as  the  French  proverb  expresses  it,  with,  however, 
the  saving  grace  that  the  force  of  public  opinion  and  the  separation 
of  powers  have  made  it  possible  to  take  corrective  action  against  these 
excesses.' 

Still,  the  difficulty  remains  of  finding  a  neasured  reaction  to  a  true 
dilemma  of  how  demotraiic  societies  can  learn  to  respond  effectively 
to  the  large-scale  covert  techniques  employed  by  totalitarian  states, 
without  sacrificing  the  distinctive  attributes  of  democracy.  But  it  has 
certainly  become  evident  that  the  blanket  justification  of  **fighting 
fire  with  fire*'  can  lead  to  pernicious  consequences,  and  that  the  in- 
discriminate acceptance  of  totalitarian  methods  in  the  belief  that  the 
ends  justify  the  means  undermines  the  essence  of  the  democratic  spirit, 
which  is  inherent  in  the  process  rather  than  in  the  particular  ends 
sought. 

IV 

Among  the  most  difficult  problems  in  these  relationships  are  those 
that  stem  from  the  question:  To  what  extent  is  it  legitimate,  desir- 
able, necessary  -or  even  possible — for  democratic  societies  to  seek  to 
modify  the  practices  or  the  character  of  authoritarian  regimes  in  a 
humane  and  pluralist  direction?  Illustrations  of  these  problems  in- 
clude ihe  recent  debates  about  the  **Basket  3"  provisions  concerning 
human  rights  at  the  Helsinki  Conference  on  European  Security  and 
Cooperation;  the  Jackson  Amendment  linking  trade  relations  with 
Soviet  emigration  practices;  and  Solzhenitsyn's  strictures  concerning 
the  immorality  of  dealing  with  the  Soviet  leadership  on  any  basis 
other  than  a  liberalization  of  Soviet  totalitarianism. 

The  issue  is  heightened  by  the  workings  of  an  inverse  mechanism  in 
the  Soviet  Union,  by  which  the  movement  towa  d  a  policy  of  reduced 
tension  abroad  is  accompanied  by  a  tightening  of  internal  controls.* 
This  results  from  the  efforts  of  the  Soviet  ideological  and  police  bu- 

•  Sf f  Harrv  Rosii/kf,  *'Amfrici*t  Sfcrrt  Opf rations:  A  Hr ripectivr /'  Foreign  Affairs,  January, 
i«7<,  PP  114  ISI 

•  Sff  Nuhcila*  dfH  Katifnhach,  "Korpign  Policy,  Public  Opinion  and  Srcrecy,"  Forti^n  Afa'tri, 
Orjob-r  197 1,  pp    1  ig 

♦Sff  WoUj(4).^  Lfo.  hard.  "Thf  Homf^tic  Politic*  of  thf  Nfw  Sovift  Forfign  Policv,"  Foreign 
.Ifatrt.  Ociobff   »07^,  pp  59-^74 
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rcaucracics  to  protect  their  system  of  control  from  being  undermined 
by  the  widening  of  contacts  with  the  outside  world  under  the  condi- 
tions of  detente.  The  eflfect  has  been  to  sharpen  the  apparent  conflict 
between  the  detente  process  and  support  for  human  rights,  and  to  ap-^ 
pear  to  identify  detente  with  a  callous  and  cynical  indiflference  to 
egregious  acts  of  the  Soviet  s  curity  apparatus. 

Both  moral  and  pragmati:  considerations  are  involved.  On  moral 
grounds,  it  is  argued  that  democratic  societies  accept  a  complicity  in 
the  repressive  practices  of  the  Soviet  Union  if  they  maintain  conven- 
tional diplomatic  relations  with  its  leadership  without  requiring  So- 
viet observance  of  human  rights  as  a  prior  condition,  particularly  in 
a  time  of  detente. 

But  the  objective  of  the  United  States  and  other  democratic  govern- 
ments t()  seek  to  reduce  the  danger  of  nuclear  war  by  negotiations  with 
the  Soviet  leaders  is  also  a  moral  obligation.  Indeed,  given  the  scale 
of  destructiveness  of  nuclear  war,  this  should  be  a  priority  for  all  gov- 
ernments. With  the  advent  of  new  and  destabilizing  forms  of  military 
technology,  the  prospect  of  widespread  nuclear  proliferation,  and  the 
absence  of  rational  political  control  over  the  military  policies  of  both 
democratic  and  authoritarian  states,  believe  that  the  risks  of  nuclear 
war  arc  self  regulating  and  are  automatically  reduced  by  the  balance 
of  terror  is  a  profound  error. 

For  governments,  therefore,  the  first  order  of  business  must  be  to 
regulate  the  military  competition,  for  there  will  be  no  opportunity  to 
work  for  the  strengthening  of  democratic  values  if  this  effort  is  not 
successful.  This  should  not,  however,  prevent  individuals  and  groups 
from  expressing  their  repugnance  lv)r  violations  of  human  rights 
wherever  they  occur  whether  in  authoritarian  regimes  of  the  Right 
or  of  the  Left  or  within  democratic  societies  themselves. 

On  pragmatic  grounds,  it  is  argued  that  since  totalit.irian  regimes 
can  act  aggressively  in  secret  and  without  the  checks  :;nd  balances  pro- 
vided by  autonomous  institutions  within  the  soc  iety,  this  in  itself  is  a 
barrier  to  peaceful  relations.  As  a  practical  nc.r^sity  then,  democratic 
societies  should  seek  to  encourage  the  growth  of  pluralistic  trends 
within  the  Soviet  Union  if  a  substantial  relaxation  of  tension  is  to  be 
possible.  Some  go  further  to  argue  the  need  to  seek  an  erosion  of  the 
Soviet  ideological  commitment  to  ultimate  aims  incompatible  with 
peaceful  and  cooperative  relations. 

The  objective  is  clearly  desirable,  but  the  question  is  how  most 
effectively  to  move  toward  its  realization.  It  should  he  clear  that  the 
effort  to  compel  changes  in  Soviet  institutions  and  practices  by  frontal 
demands  on  the  part  of  other  governments  is  likely  to  be  counterpro- 
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ductive.  Yet  external  pressures  may  well  be  marginally  effective,  pro- 
vided they  take  into  account  a  scale  of  reasonable  feasibility;  for  ex- 
ample, demands  for  humane  measures  in  reuniting  families  may  be 
feasible,  whereas  demands  for  measures  which  threaten  to  undermine 
the  system's  monopoly  of  political  authority  are  not. 

We  cannot  predict  which  way  the  Soviet  system  will  evolve  in  the 
future.  But  it  seems  reasonable  to  believe  that  easing  of  repression 
is  more  likely  to  result  from  evolutionary  forces  within  the  society 
under  prolonged  conditions  of  reduced  international  tension  than 
from  external  demands  for  change  and  the  siege  mentality  they  would 
reinforce. 

What  follows  from  this  line  of  reasoning  is  that  although  the  first 
priority  in  government-to-government  relations  with  the  Soviet  Union 
must  be  given  to  efforts  to  regulate  the  military  and  political  com- 
petition to  reduce  the  danger  of  nuclear  war,  this  neither  requires  nor 
should  imply  any  condoning  or  accepting  of  Soviet  violations  of 
human  rights  and  human  dignity.  The  ultimate  interest  of  democratic 
societies  does  recjuire  that  they  work  for  an  international  environment 
in  which  democratic  values  can  survive  and  flourish  by  a  constant 
projection  and  encouragement  of  democratic  norms  of  behavior.  What 
can  and  should  be  projected,  however,  are  not  particular  institutions, 
such  as  the  capitalist  system  or  the  two-party  system,  which,  in  any 
case,  individual  nations  will  adopt  according  to  their  own  prefer- 
ences; rather,  what  is  essential  to  promote  are  those  common  ethical 
values  such  as  the  commitment  to  justice,  liberty,  equality,  human 
dignity  and  to  civil  and  tolerant  discourse,  reflecting  ihe  emphasis  in 
democratic  values  on  the  process  rather  than  on  the  realization  of 
particular  cads.  What  this  implies  is  that  the  effort  to  enlarge  the 
international  sense  of  community  be  bound  not  to  a  particular  form 
of  world  order  but  to  a  process  of  peaceful  change  toward  the  fuller 
realization  of  these  values. 

The  faithful  observance  and  projection  of  democratic  precepts  in 
this  sense  can  transcend  the  American  experience  and  can  give  expres- 
sion to  the  essence  of  the  democratic  faith  to  which  democrats  in  all 
societies  iruluding  authoritarian  societies  -can  feel,  even  if  they 
cannot  now  express,  their  allegiance. 

v 

The  problem  of  reconciling  demoeratic  principles  with  the  rte- 
ccssities  of  power  h.is  also  hcen  sharply  posed  for  the  United  States 
by  its  relations  with  authoritarian  regimes  less  powerful  than  the 
Soviet  Tnion.  This  is  illustrated,  for  example,  by  the  negotiations  with 
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Generalissimo  Franco  for  bases  in  Spain,  the  alliance  with  the  Re- 
public of  Korea  and  with  Salazar's  Portugal  and  with  Portuguese  im- 
perialism in  Africa,  relations  with  Iran  and  Chile,  and  support  for  a 
hoft  of  dictatorships  among  the  developing  countries  on  all  continents. 

In  retrospect,  the  dilemmas  appear  to  have  sharpened  as  the  Amer- 
ican outlook  evolved  toward  a  two-dimensional  view  of  international 
politics.  In  the  early  postwar  years,  Marshall  Plan  support  for  the 
European  democracies  represented  a  constructive  response  to  the 
challenge  of  Soviet  expansionism ;  the  nurturing  of  democratic  forces 
in  Japan  and  the  Federal  Republic  of  Germany  as  part  of  an  en- 
lightened occupation  policy  represents  an  achievement  of  the  first 
magnitude.  But  after  the  mid-i9jos,  as  Soviet  operations  in  the 
Third  World  expanded  and  the  People's  Republic  of  China  entered 
a  militant  phase,  American  efforts  to  contain  the  expansion  of  the  two 
totalitarian  states  became  more  heavily  military  in  their  preoccupa- 
tion and  globa   in  their  application. 

As  a  result,  the  United  States  tended  to  look  upon  local  conflicts  as 
abstract  units  in  a  global  contest  for  military  power,  with  little  knowl- 
edge of  or  concern  for  local  political  factors;  it  became  aligned  with 
domestic  forces  defending  and  stabilizing  existing  systems,  and  against 
social  protest  movements  which  it  saw  only  as  instruments  of  world 
communism.  Ir.  some  cases,  in  preoccupation  with  the  military 
dimension  of  international  politics  and  with  the  stability  of  strate- 
gically placed  countries,  the  Tnited  States  contributed  to  the  spread 
of  dictatorships. 

Theculminatiofi  of  this  20  year  period  o*  misperception  and  faulty 
understanding  of  the  problem  was  the  tragic  episcnie  in  Vietnam,  and 
the  plausibility  given  to  the  widespread  reputation  of  the  United 
States  as  an  imperialist  power,  opposed  to  the  forces  of  change  and 
modernization  in  the  1  bird  World.  The  United  States  has  had  a  series 
of  expensive  geography  lessons  as  it  has  been  emerging  from  parochi- 
alism and  a  hypnotic  fascination  with  a  two-color  map  of  the  world. 
Although  many  genuine  dilerTirnns  remain  to  be  resolved  in  the  in- 
herent tension  between  considerations  of  power  and  the  support  for 
democratic  principles,  some  pjinful  lessons  have  been  learned. 

One  of  these  lessons  has  been  the  need  to  give  greater  weight  to  local 
political  factors  rather  than  to  strategic  or  local  military  considera- 
tions as  possibly  decisive  determinants.  This  involves  a  recognition  of 
the  rise  of  political  t onsi  iousness  throughout  the  developing  wojld 
as  one  of  the  major  elements  in  contemporary  international  politics. 
Although  the  machmcrv  of  U  S.  foreign  [Policy  iTiakin^  worked  un- 
certainly in  the  case  of  Angola,  it  did  in  time  turn  to  the  r  lorc  funda- 
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mental  political  elements  of  the  African  problems  and  has  been  seek- 
ing to  address  them  constructively. 

The  issue  is  also  illustrated  by  the  conflicting  considerations  faced 
by  the  United  States  in  its  relations  with  the  Republic  of  Korea.  There 
can  be  no  serious  doubt  that  the  protection  of  South  Korea  f  rsm  attack 
by  North  Korea  is  a  matter  of  genuine  and  legitimate  concern  to 
Japan  and  the  United  States.  But  there  is  also  little  doubt  that  the 
repressiveness  of  the  regime  of  President  Park  aligns  the  United 
States  with  inhumane  and  anti-democratic  practices  and  contributes 
to  the  potential  instability  of  South  Korea.  While  no  simple  resolu- 
tion of  this  dilemma  is  possible,  the  United  States  has  been  seeking  to 
manage  these  conflicti-ng  considerations  vyith  quiet  gradations  in  its 
degree  of  diplomatic  and  military  support,  and  at  least  to  make  known 
its  preferences  for  the  moucraiiori  of  repressive  practices. 

Another  lesson  derives  from  the  uncertainty  regarding  the  viability 
of  democratic  solutions  to  the  problems  of  developing  countries. 
Clearly,  the  earlier  expectations  that  the  American  experience  could 
provide  a  model  for  developing  countries  to  follow  have  proved 
naive.  Thus  the  question  has  emerged  as  to  whether  some  degree  of 
concentration  of  political  authority  may  not  be  a  necessary  con- 
comitant of  the  development  process.  This  is  the  problem  posed  most 
sharply  by  the  movement  of  India  in  an  authoritarian  direction.  In- 
deed, this  (jucstion  may  be  regarded  as  but  one  aspect  of  what  has  been 
called  the  crisis  of  liberal  democracy  in  the  present  period,  which  has 
raised  the  more  general  problem  of  the  governability  of  democratic 
societies  in  the  face  of  the  increasing  complexity  of  the  problems  they 
face.  A  compelling  example  of  this  issue  is  presented  by  Iran,  where  a 
Western  educated  elite  has  been  consciously  addressing  and  articulat- 
ing the  tradeoffs  between  social  control  and  freedom,  between  cen- 
tralization and  the  stimulation  of  initiative  through  decentralization, 
between  the  preservation  of  traditional  Persian  values  as  against  the 
introduction  of  new  values  associated  with  urbanization  and  indus- 
trialization. The  choices  in  each  case  are  not  between  absolutes  but 
along  a  spectrum,  involving  a  constant  process  of  experimentation  and 
adjustment.  From  the  U.S.  pf)int  of  view,  there  remains  the  dilemma 
of  weighing  tfie  strategic  importance  of  Iran's  position  on  the  Persian 
Gulf  and  of  Iran's  supply  of  energy  resources  against  the  authori- 
tarian character  of  the  regime.  Rut  the  experiment  must  be  viewed 
with  insight,  in  full  consciousness  of  the  degrees  of  repression  involved 
and  of  the  limited  applicability  of  our  own  experience  to  the  problems 
Iran  is  facing  in  charting  its  path  toward  modernization. 

It  is  evident  from  these  few  illustrative  examples  that  interna- 
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tional  life  rarely  affords  us  the  luxury  of  clear  either/or  choices  be- 
tween considerations  of  power  and  support  for  democratic  princi- 
ples, and  that  we  are  obliged  to  express  our  preferences  in  the  light 
of  particular  circumstances,  rather  than  as  moral  absolutes.  This  im- 
plies the  need  to  respond  with  discrimination  to  varying  degrees  of 
repression  in  specific  cases,  and  to  acknowledge  frankly  when  neces- 
•ity  compels  us  to  compromise,  rather  than  to  obscure  or  glorify  con- 
ditions that  offend  our  sense  of  justice.* 

VI 

The  four  classes  of  illustrative  problems  discussed  do  not  of  course 
exhaust  the  large  array  of  questions  raised  by  the  relations  between 
democratic  and  authoritarian  systems,  but  they  suggest  a  few  gcner  - 
reflections. 

First,  our  brief  review  of  this  aspect  of  the  American  experience 
presents  a  record  that  has  more  than  its  share  of  fallibility  and  imper- 
fections, but  also  one  that  draws  strength  from  its  ability  to  learn,  to 
expose  and  to  correct  its  shortcomings.  Learning  to  deal  with  the  novel 
challenges  presented  by  modern  totalitarianism  has  strained  dem- 
ocratic institutions  and  will  continue  to  do  so.  But  the  lesson  that 
emerges  most  strongly  from  this  experience  is  that  for  all  their  disad- 
vantagcrs  and  imperfections  the  attributes  of  democratic  society  are 
also  its  greatest  source  of  strength.  We  have  learned  that  the  moral 
strivings  of  a  democratic  foreign  policy  cannot  be  regarded  simply 
as  additives  to  a  policy  based  upon  naked  power,  but  are  the  heart  of 
the  matter,  inextricably  involved  in  the  way  power  manifests  itself 
and  is  applied.  The  effectiveness  of  our  power  is  not  just  a  matter  of 
numbers;  it  depends  no  less  upon  the  perception  that  we  exercise 
that  power  in  a  measured  and  responsible  manner,  consistent  with 
the  aspirations  of  democratic  societies. 

Second,  if  security  means  that  what  we  seek  to  protect  is  not  only  ter- 
ritory but  a  system  of  values,  then  we  need  a  broader  and  more  enlight- 
ened understanding  n{  our  real  security  interests  than  now  prevails. 
While  a  military  eiiuilibriuni  is  clearly  necessary,  security  also  in- 
volves forms  of  power  which  respond  to  human  aspirations  for  im- 
proved conditions  of  life,  for  e  juality  of  opportunity,  and  for  justice 
and  freedom.  It  is  iv.A  a  question  whether  or  not  to  act  upon  the  na- 
tional interest,  but  whether  we  perceive  and  define  that  national  in- 
terest in  terms  broad  enough  to  respond  to  the  actual  determinants 
of  political  behavior. 

•Sff  William   V    Bumlv,  "I>jtfaior%hif>!i   aiwl  Amrrican   Foreign   Policy,"   Furfign  .-tgairs, 
Ortobfr  197s,  pp  ^ 
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Third,  changes  in  military  and  industrial  tcchnolog>'  as  well  as  in 
transportation  and  communication  have  radically  altered  both  the  sub- 
stance  and  the  process  of  international  relations.  The  greatest  source  of 
danger  to  our  security  arises  from  our  failure  to  comprehend  the  im- 
plications of  these  changes,  and  that  as  a  consequence  the  present  inter- 
national order,  to  the  extent  one  now  exists,  will  dissolve  into  wide- 
spread anarchy  and  violence.  It  is  therefore  a  central  requirement 
that  our  actions  serve  to  strengthen  the  int^-rnational  system,  and  that 
we  seek  as  a  long-term  objective  to  draw  the  Soviet  Union,  China  and 
other  authoritarian  regimes  into  constructive  participation  in  that 
system,  as  they  come  to  appreciate  their  self  interest  in  doing  so. 

This  brings  us  to  a  final  point :  both  compassion  and  realism  should 
incline  us  to  recognize  that  behind  the  monolithic  stereotypes  we  have 
created  of  the  Soviet  Union  and  other  authoritarian  regimes  exist  a 
variety  of  political  currents,  reflecting  human  aspirations  in  all  their 
diverse  forms.  We  should  not  regard  it  as  inconsistent  with  our  most 
strenuous  efforts  to  compete  against  expansionist  tendencies  on  the 
part  of  these  states  that  we  should  also  open  a  dialogue  with  a  variety 
of  voices  within  these  societies.  At  its  best,  such  a  discourse,  eschewing 
polemics,  can  engage  those  philosophies  which  start  from  individual 
man  at  their  center  with  those  that  proceed  from  a  concern  for  the 
needs  of  society  as  a  whole. 

Convergence  is  not  likely,  for  each  society  must  evolve  in  terms  of 
its  own  history;  yet  each  society  is  evolving  not  only  in  response  to  thf 
complexities  of  our  age  but  also  in  response  to  our  interactions  with 
each  other.  For  our  part,  we  seek  to  meet  the  problems  of  mass  society 
and  the  rational  organization  of  our  material  resources  while  preserv- 
ing humanistic  respect  for  the  individual  and  the  spiritual  realm 
which  is  his  domain.  We  must  remain  firm  in  our  faith  that  in  time 
those  who  live  in  authoritarian  societies  will  find  their  own  way  to 
express  the  aspiration  for  freedom  that  is  in  everyone. 
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AMERICA'S  FUTURE:  THE  THIRD  CENTURl^- 

THE  HONORABLE  BARRY  M.  GOLDWATER 


IN  BRIEF 

Th€  next  five  to  ten  years  will  he  a  critical  penod  for  America's  future -^both  at  home  and  abroad 
No  country  can  xhape  and  tmplement  a  successful  foreign  policy  unless  its  domestic  affairs  art  in 
ordtf.  In  iU  domestic  affairs,  t>ie  United  States  is  failing  on  four  fronts:  the  material  and  psychic 
cott  of  gwemmrnt,  the  emergence  of  a  massive  uncontrolled  bureaucracy,  substitution  of  the 
noiUm  of  eguaUty  of  end  results  in  place  of  equality  of  opportunity,  and  the  decline  of  individual 
fttpansihUUy^  We  can  and  must  turn  around  our  failure  on  all  four  fronts.  The  American  strategic 
wUhdrawal  from  the  world  scene  raises  several  questions.  Can  the  United  States  be  depended  upon 
lo  honor  it»  obligations'^  To  what  degree  does  declining  U.S.  military  power  render  uu  less  and  less 
pounl?  To  what  degree  are  we  rendered  impotent  by  the  fact  that  US,  foreign  policy  has  now: 
become  a  prerogative  of  Congress?  Will  the  adversaries  of  the  United  States  seek  to  exploit  the 
situation,  and  how'>  What  does  the  United  States  intend  to  do  about  it  all7  We  must  return  to 
bipartisanship  in  foreign  affairs,  and  the  initiative  and  conduct  of  foreign  policy  must  be  returned 
to  the  Executive,  l^t  us  all  realize  that  foreign  policy  cannot  he  made  in  the  streets.  Let  us  also 
rtabie  that  every  foreign  policy  venture  is  dependent  upon  an  America  which  is  militarily  and 
economiraUy  strong  under  strong  Congressional  and  Executive  leadership.  We  must  undertake 
tntematUmal  commitments  only  when  these  are  clearly  in  our  national  interest,  which  is  that  of 
preserving  a  global  balance  of  power.  The  United  States  must  show  a  determination  to  adopt  this 
ii^N^fi^  Strategy  or      shall  face  the  inevitable  extinguishment  of  our  liberty. 


merica*!  futurr.  pffrticularly  in  the  next 
t^L  five  to  ten  ycare,  which  I  think  will  be 
JL  Ab.tbe  cflticai  period  of  our  country's  hfe. 
has  been  td  great  tt>noem  to  me  for  many 
yean.  The  problem  it  a  two-headed  monster, 
The  United  States  bar  serloui  problems  at 
home  and  U  is  in  rrocble  around  the  globe. 


Each  set  of  problems  requires  its  own  solution, 
but  no  country  can  shape  a  foreign  policy,  let 
alone  successfully  implement  one.  unless  its 
domestic  affairs  are  in  order. 

The  United  States  is  about  to  embark  upon 
its  third  century.  It  seems  to  me  that  this  event 
will  be  a  watershed  in  United  Sutes  history. 


•Reprinted  by  permUsion  frotn  Strateirlc  Review,  t.  4.  winter  1076  :  8-15, 


144 


One  hundred  vears  au«  iti  1876.  when  the  first 
cvntury  became  the  strcond  ccrnturv.  there  was 
general  contiimitv  There  was  a  continuity  of 
material  progress,  a  continuity  of  faith  in  the 
nation  and  in  each  other,  a  continuity  of  belief 
In  our  institutions,  and  a  continuity  in  that 
vital  ften!»e  of  American  communitv  As  we  now 
face  our  third  century,  I  do  not  see  that  same 
continuity  before  uh.  Instead  I  see  change  and 
none  of  It  for  the  better  It  is  popular  to  call 
for  change,  but  we  must  remember  that  change 
for  change's  sake  often  prcxluces  .is  rnanv  ills  as 
benefits 

What  has  gone  wrong''  Where  has  it  gone 
wrong*'  I  believe  that  Ow  answer  rests  in  gov- 
ernment itself.  (»overnment  is  no  longer  the 
arbiter  and  manager  of  problems  ^but  it  is  the 
problem  In  fact,  government  h.is  become  a  de* 
st.ibili/ing  iiifiuerue  iii  our  national  and  dailv 
liveft  Over  the  last  three  thousand  years  of 
history,  the  workaday  record  of  government,  no 
matter  where  it  has  been  instituted,  has  not 
be«n  very  Kood  As  one  analyzes  the  record  of 
governments  in  general,  a  number  of  distinct, 
pervasive  anUs<x:ial  tendencies  can  be  observed. 
I  would  classify  these  as  follows 

t.  A  profligate  spending  of  monies  with  re- 
sulting inflation. 

2.  The  making  of  promises  they  cannot 
keep. 

3.  Operational  inefficiency  at  all  levels. 

4.  An  Ignorance  of  the  very  pt*ople  they  are 
supposed  to  govern. 

5  The  abuse  of  power. 

6  A  tendency  to  drift  into  wars  thev  cannot 
handle 

1  think  thi^  listing  holds  true  historically, 
Indeed,  the  Founding  Fathers  would  nod  in 
agreement.  It  is  my  further  belief  that  in  re- 
cent times  with  the  rise  of  extremely  large  and 
centralized  governments,  these  tendencies  have 
worsened  The  whole  rationale  for  the  very 
founding  of  the  United  States  of  America  was 
to  curb  the  ills  inherent  in  government,  if  not 
to  prevent  them  Today  we  are  failing  to  meet 
that  original  ideal.  Tliere  is  failure  on  four 
fronts. 

First,  the  material  md  psychic  cost  of  gov^ 
ernment, 

Second,  the  ap^x:arafice  of  a  new  and  m(xl- 


LTD  phenomenon  the  bureaucracy  and  the 
teiulency  of  big  business  to  join  that  bu- 
reauciacy. 

Tliird,  the  rise  of  a  new  notion,  not  that  of* 
the  equality  of  opportunity,  but  of  equality  of 
end  results. 

Fourth,  and  perhaps  as  a  result  of  this,  the 
declin*.'  of  individual  responsibility  at  all 
levels 

The  Material  (ifid  Psychic  Cost 

On  the  first  front,  the  Ignited  States  is  now 
s(K.'ndMig  one  third  of  its  gross  national  product 
on  government,  an  awesome  figure  represent- 
mg  a  significant  part  not  only  of  our  own  ma- 
terial wealth  but  of  the  planet  s  material  wealth. 
Since  the  mid  sixties,  but  beginning  in  the 
thirties,  we  have  witnessed  nia»:sive  govern* 
ment  spending  on  almost  every  activity  in 
which  individual  Americans  are  involved.  The 
indirect  cost  is  even  more  staggering;  one  can* 
not  embar'  upon  even  a  simple  business  oper- 
ation without  a  mass  of  regulatory  forms  and 
a  team  of  attorneys.  It  has-been  estimated,  for 
example,  that  regulatory  agencies  alone  add 
$  138  billion  per  year  to  the  cost  of  the  products 
Americans  buy.  While  budget  deficits  run  close 
to  $100  billijn  per  year  and  our  nationafdebt 
climbs  to  beyond  $500  billion,  capital  forma* 
tion  is  in  i»ubstantial  degree  drawn  away  from 
productivity  into  debt  servicing.  Government  is 
not  solely  responsible  for  depreciating  capital 
formation  but  it  is  by  far  the  greatest  drain 
upon  this  resource.  It  is  important  to  realize 
that  this  is  part  of  what  government  cosu. 

There  is  another  cost  of  government— the 
psychic  cost— which  falls  most  heavily  on  the 
poor  and  the  minorities.  They  have  been  nrom- 
ised  so  much  and  have  received  so  little.  They 
have  been  promised  change— change  which 
presumably  was  going  to  lead  to  their  better* 
ment. 

In  the  forty  years  or  morx  that  these  prom* 
ises  have  been  made,  poverty  still  exists,  lack 
of  education  exists,  in  fact,  very  little  of  what 
poliucians  have  promised  has  ever  been  de- 
livered It  is  a  tribute  to  the  poor  and  the  mi- 
norities that  they  have  not  reacted  more  voclf* 
erously,  having  been  promised  so  much  by  gov* 
ernment.  In  their  hearts  they  know  they  have 
been  duped,  promised  a  solution  to  their  many 
ills  by  a  benign  father  in  Washington  who,  In 
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ihe  ev<'i  I.  could  not  icnnr  thr<>u^h  -indeed, 
had  no  chunce  td  nmw  through 

The  Burvam  racy 

Allied  to  the  tONt  of  ^ovenuncni  is  vet  an 
Other  phenomenon,  the  emergerue  of  a  mas 
•)vc.  rentrali/cHl  bureaucracy    Todav  the  bu- 
reaucrac :>  has  partially  replaced  the  Congress 
as  the  ^lovernin^  hotly  of  our  nation    Kven  the 
President  cannot  make  a  urulateral  de(  ision 
and  ho|H'  to  have  it  (  arned  out  unU-ss  the  bu 
ivaucrars  ^o  alon^    As  far  as  Coni^ress  is  urn 
Ctrned.  the  best  tt  e.in  tio  is  to  place  nnnor 
curbs  on  .<;|)endini;  hv  the  bureaui  racy  Indeed, 
many  departments  and  agencies.  ('s|H'ciaWy  the 
latter,  operate  without  any  reference  to  Con 
gre^s  at  all  except  Ih.ii  i»f  pn'seniint;  their  ar\ 
Dual  budget  dern.inds    lliere  .jre  some  de[)arl- 
ments  and  avenues  that  ofM^raie  more  like  inde- 
pendent states  wjthni  i>h»  state  than  they  do  as 
public  servants    And  who  controls  this  mono 
lilh'    Hie  answer  js  no  one'   Hie  bureaucracy 
is  resj)onsible  n>  itself    <^  onj^n-ss  controls  de 
partmental  and  nio**!  .i^imilv  heatls  but  ihi'se 
few  individuals  usually  have  onlv  a  shi)ri  tenure 
in  their  positions,  ami  they  barciv  irnpiniic 
Upon  the  bur<MU(ratic   rtuMhis  ojn'randi  and 
affe<  t  Its  baste  naUire  not  at  all 

There  is  yet  .mother  element  in  the  bureau( 
racy  that  is  even  more  disturbing  As  tht*  bu- 
reaucracy j'/ew  and  gained  fH)wer.  bii;  business, 
If  it  were  to  function  at  all.  had  to  come  to 
temift  with  the  bureaucracy,  .ind  i  ventuallv  bit; 
business  move<l  into  an  uneas\  alliance  with 
the  bureaucrats  As  a  result  we  now  see  biv; 
butiness  increasingly  beui^',  [)roto<  ted  bv  the  bu 
reaucrdcv.  prote<  t<Hl  from  c'Mipf^ntion  with 
more  go-ahead  rivals  Hie  original  purf>ost'  of 
all  this  regulating,  with  its  massive  overload  of 
red  taf*e.  was  to  protect  the  piiblic  from  tlio  lor 
poratiuns.  hut  t(Klav  m  nianv  instances  the  posi 
tion  has  be<Mi  reversed  it  is  the  corporation 
that  IS  being  prelected  from  the  public  And 
the  corporations,  most  of  whom  do  not  hke  the 
•ituation.  have  little  option  l>ui  to  go  along  As 
a  third  stage,  we  now  see  big  busiru^s  calling 
for  centrali7e<l  planning  in  conjuiu  tion  with  the 
bureaucracy,  and  1  find  ib>s  pitenttal  accretion 
of  power  l)ctween  biireauiracv  and  business 
ainj^larly  disturbing  Hie  fr<»e  lomfictition  of 
the  marketplai  e  has  given  way  to  regulation  and. 
at  a  result,  true  i  omjx'Ution  is  disapp<Mnng 


Quite  frankly.  1  believe  that  the  bureaucracy 
is  now  out  of  control  It  is  not  controlled  by  the 
eiectt'il  representaM\es  arul  it  cannot  control 
Itself  It  IS  im|)ervious  to  such  old  fashioned 
notions  as  individual  res|K)nsibility  for  bureau- 
cratic actiori,  service  to  a  citizen,  restraint  of 
authority  and.  above  ail.  civility  in  its  public 
contacts 

One  of  the  biggest  challenges  of  our  third 
century  is  that  of  ( onirolling  the  bureaucracy. 
We  have  arulirust  laws  to  prevent  any  one  cor- 
|K)ratiori  or  cartel  froiri  donnnaiin^  an  industry. 
We  now  ruvd  similar  (onsiraints  to  prevent  the 
bureaucracy  from  donnnaimg  our  country  and 
our  lives 

Wv  have  to  look  at  the  situation  in  the  same 
way  we  would  if  wc  fiad  to  face  the  threat  of 
i  nbridled  pwer  in  Washington  in  some  other 
torm  We  would  exjH«ct  Congress  to  lake  action 
and  i(  IS  here  that  the  responsibility  lies  Such 
t'ongressional  action  (ould  take  several  forms. 
First.  Congress  should  stop  passing  so  many 
laws  Sadly,  most  laws  emanating  fr  rn  Con- 
gress are  ill  conceived,  badly  researched,  over- 
I oniplu  .ited  and  f)robablv  unnecessary  Tliose 
laws  arise  not  fr<»ni  the  peof)les  demands  but 
bei  .lusc*  of  unwise  pronuses  made  during  elec- 
tions, ^  M  ricious  attempts  on  the  part  of  Con- 
gress to  ( aprure  public  grievances  which 
would  A  be  settled  by  the  pubbc  itself; 
ihrouL;li  Klrologisis  who  feel  that  they  can  run 
your  life  better  than  vou  can.  and.  sadly,  laws 
.som»'tirnrs  arise  through  plain  bad  judgment. 
Sirue  Cv^'**'  aw  has  to  be  administerec^  ;uid 
tfius  (auses  gTowili,  a  sicjdy,  remorseless 
growth  in  bureaucratic  si/e  and  power  results. 

FLfHiilittf  itf  Opportt.tuty 

And  now  let  me  raise  yet  another  issue.  This 
republK  was  originally  founded  upon  the  prin- 
ciple <t|  eijuaiity  of  op|K)riunity.  This  is  a  noble 
princi[)le  Mor**  recently  the  stress  has  been 
upon  CLjualiiy  of  opjHjrtuniiy  for  all  This  re- 
finement for  all  -  is  even  more  noble,  but 
both  the  origtn;d  concept  and  its  refinement 
have  now  been  debasecl  Instead  of  striving 
for  equality  of  opp)rtumty,  we  now  seem  to  be 
demanding  instead  ecjuality  of  results.  It  is  no 
longer  enough  for  law  to  give  everyone  an  cqur.l 
chance  Instead  Congress  and  bureaucracy 
alike  seem  to  l>e  promising  that  from  this 
equality  of  opportunity  will  arise  an  equality  of 


ERIC 


146 


rt*«uits    Tlius  'hi*  jHK)r  are  .issured  and  Ird  i<> 
exjiect  not  nurtiv  that  thfv  v%ill  havt-  tht* 
chance,  but  ihat  instead  thev  will  itwutahly 
end  up  with  collet**  cle^"*'^.       farit  v  huust  s. 
the  tripw  abroad  and  what  have  you.  \%hjth  an- 
said  to  k>v  syrjorjymous  with  the  "^oixl  lift  " 
1>i(f  Slate  has  little  to  tlo  wiih  achieving  these 
exjieetations  and  ( ertamlv  is  nut  tfie  guarantor 
What  IS  neede<l  is  a  return  to  the  ideals  of 
individual  aehtevernent  antl  r*  sponsitiiliiv  I 
offer  this  as  a  subsiiune  tor  W.'shincion  man 
a^(»d  sorial  efi>;iiirenni;  and  Hs  rnassive  intru 
sion  irUo  our  dailv  hves 

As  Ameriians  i  nier  their  third  cenivirv  ihere 
are  rnt)menious  tasks  tor  them  Oie  first  is  to 
re(a[)ture  our  tra<linonal  view  ot  i;ovrriinirril 
Ihat  Is  lo  say,  v.overrunerU  must  he  liuiUe<J  in 
Its  s((j{M'  Iniause  hv  its  nature  U  tias  haiited 
.  apat)dMirs  W  e  must  also  rmirrnher  that  un 
III  illed  i;overiinu  iit  rafJidiv  degenerates  into 
tnfl.iMtHi.irv  ((oriomits.  iriio  f.ilse  pitimtseN.  11110 
lies.  iiK'ffH  inu  V.  lUMurariM-  and  mto  the  ihuse 
t)l  power  \N  e  iinisi  also  remrmher  th.it  tht- 
inaK-nal  and  psvi  hu  <  «>si  of  sue  h  i;n\erniin  iii 
ran  end  m  material  atid  m*  r.il  hankrupn  n 

A  setoml  task  is  to  iimil.  prohatilv  tn  eonsli 
tutional  nie.ms.  the  jwjwer  of  the  hur<\mi  r.tc  v. 
the  ex«M  Utt)r  ol  ;m)V i  rriim  nl.  as  it  seeks  tn  take 
*)ver  our  hvt»s  .ind  uliunateU  our  spirits  \S  nhin 
this  task  wr  niMsl  also  se\rr  hiisitiess  tioni  the 
hureaiK  rat  V  and  return  to  .1  s\strm  ot  free 
ioin{H*tition  arisnii;  tnim  frer  rntt  iprisf 

A  third  task  is  to  turn  around  the  hi  ira\.il  of 
fun<lainrmal  ptinrjpU-  tlu  fn  ir.iv.il  i.f  r(ju.(litv 
of  opporrnnitv  It  is  a  hrti.»\,il  of  a  fiiih!.ifnrn 
tal  Ainnnan  pnii*  ipir  in  pu-trnd  that  (h>*  statr 
ran  [irnvi<Ie  etjuahtv  of  results 

And.  this  le.ids  to  ifir  fouitli  task  ior  tfie 
ihir<l  (enturv  As  wt-  irtnrn  to  «(ju.ilii\  nf  np 
j>ortunitv.  ht  iiv  rrt.iptiuf  tin-  srnsc  (>t  mdi 
vitlual  n'sjM)nsihihtv  In  tfie  l  ittrr  twn  r  ,  ,ks 
th<'  rfS[K)risif>ihi\  is  tfiat  ot  ( \rr\  mdiwdn.d  ui 
our  v.ist  l.md 

We  (  ,ni  do  ,(|(       diis    I  nevrr  w.iM  rnl 

UI  niv  nspr.  t  till  .iiid  I,«idi  in  thr  Ar?!iii«.iM 
j»*opl»*  In  nijf  tiisi  tu(»  (rnfiMii's  uf 
athie\<-d  r))i>ir  th  n>  anx  <  iv  lii/.ilh  >ii  \r!  known 
to  in, ill  If  \xt  .iM  to  pi  i\  iii  01ft  itiaM.  Ji  ll  rtilr 
iti  an  ITU  !!■  f.Mirjv  an  io  fn^  unrid  Uf  must 
SIM  t  erd  in  tfusf  ijsks    W'r  iiiosf       »  fuuUit  f  .ui 


effective  foriiun  po!u>,  develof)  at  home  a  po- 
htitai  .md  s(xi.il  f.ihrK  whu  h  is  strong,  unified 
and  imaginative  Can  wi-  do  this,  or  will  ihe 
third  t enturv  fu'  an  epilogue,  jjiven  over  to  an 
apathrtie  people  half  enslaved  to  a  worthless 
^ovi  rriini  rii  '  Or.  will  the  thirei  century  be  but 
a  fjrolo^iie  to  evm  nohler  times''  We  have  the 
(  apariiv  tt)r  the  latter.  17iat  is  the  option  I 
rfuH)sr 

Dh-  W.,r/(/  Sictir 

An  Aim^ru.m  stratt  qu  withdrawal  from  the 
world  srerie  is  now  underway  and  at  an  ever 
inere.isini;  paie.  We  are  abandoning  valuable 
reiatioiisfiips  with  .illies  in  Asia  and  in  Flurope. 
Suhsi nines  do  not  rxist  elsewhere  m  the  world.  • 
Soon  we  niav  well  he  alone  At  present,  the 
initiative  m  l.urope  antl  Asia  has  passed  en- 
tir#  lv  into  the  hands  of  our  adversaries.  We 
must  now  re  u  t  lo  their  moves.  This  is  always 
the  nature  of  a  n*trcat  In  the  face  of  this  situ* 
.ition  tl'i'  L'niU'd  Stales  (*on^ress,  with  the  en* 
ihiisj.jstu  .nd  of  thi-  media,  acts  to  hinder  Ex« 
ecutivc  [)reroL;.ilives  in  loreii;n  [xilicy  and  will, 
tf  letl  alone,  rmastuhile  the  Kxecutivc.  We 
h.ivt  .iln  adv  re.iched  tfiat  state  where  wc  will 
not  fiorior  .iiiv  r.xiern.il  olih^ations  except  in 
the  must  e.xtn  riie  <  ontnii;ency,  whu  h  means 
whrn  It  IS  loo  late  .md.  therefore,  highly  dan- 
m'UHis  t<i  the  world  at  lai^e. 

Wfi.it  air  the  f)otetiti.d  cousetjuences  of  this 
retr-.it  ' 

l.spr(.alK  I  must  raise  the  (pieslioti  Wliere 
will  It  stop  '  W  lu  re  will  a  new  American  fron* 
in  r  di.iWM  and  wh.tt  will  he  our  status  be« 
hind  tills  liontn  r^  Hut  hetore  I  do  this.  \ct  me 
'>ff<  r  four  fi.isK  snpfiositioris  .is  to  whv  we  have 
n-.K  h('{l  tfiis  powerless  st.ite  Let  me  present 
tfn's*-  suppositions  in  ,\  form  that  our  allies 
iiiii;hl  pnsr 

I  (  all  rhr  I'mtt'd  States  fir  dr pnii led  .Upon 
to  fjonor  ofilii:  itu>ns  wfien  the  nc€>d 
arises  ' 

J  lo  what  d»  i^ree  iUk  s  d('<  lining  U  S.  mili- 
t-nv  (lowei  espe<i.dlv  the  t  xample  of  its 
fiiisnse  tn  \  n  tiiaiii,  render  us  less  and  less 
potent  ' 

<  lo  ufi.K  <l»L:r<'c  (f(H's  tfic  fait  that  U.S. 
nueir.n  ptilu  V  fi  IS  now  het  (niie  a  preroga- 
tive of  (  ot!L;iess  render  us  impotent  ^ 

\    Will  till  ,td\(rs.ni»s  t)|  tfie  United  States 
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iierk  lo  •♦xploit  ihv  situation  and  m  what 
way'' 

The  ulliniatr  question  then  arises  What 
does  Ihc  United  States  intend  to  do  about  it  all  * 
But,  Ir;  ine  hrst  knik  at  the  world  which  now 
•ewr.ii  to  tie  Jih.ipin^  u[)  I  rtnaM  that  it  has 
been  said,  men  prophesy  and  history  makes 
fools  of  them  "  N<'verthti«-ss  lei  rne  now  nwkv 
some  pr«ipheries  and  hn|H'  thai  inv  ret  < 
be  M  gfHkl  as  (hat  ol  pijst  vears 

The  Siwtvl  Thrrut 

Europe  i>  siili  our  most  si^nifttaiit  ecotjoiiiir 
«ral  cultural  link  in  the  woih*  and  qiiantita 
lively  our  most  jK)vvfTfiil  unlit arv  alliance  As 
I  see  it,  FairojH*  is  in  the  jiriness  ol  Ikmii^  stra 
tef^kallv  out  Hanked  |)v  tlir  '^  evirt  rnM)ii  alt>ri^ 
its  MtHhterrancan  srahoard  (,'i  a  i^rand  scale 
Soviet  naval  (u»vver  has  tor  xoim  tune  been  able 
to  ct)mjH-te  wnh  Ihe  Sixth  Meet  whieh,  in  aiiv 
case.  I  liave  al\%avs  r»  u  irdeil  more  as  a  tari:et 
than  as  a  tiett  rreni  Ihil  nioie  iinjvortantlv.  it 
IS  thrcHluh  the  Mrditi  t  r.;f h  tn  >;,att  wax  that  thr 
od  whu  h  1%  (he  nl»  linr  ol  tiuhistnal  Kur.ijw 
flows,  despite  nn|,MO  of  >iif)rr  Linkers  and 
routeK  aroimd  tho  (  .i\H-  n|  (itKnl  1{o|m> 

N't  lis  ( oiiioinplaio  ilh-  (  h.nuM's  whieh  arr 
pending  m  this  i  niu  al  Mi  thit  tiaiu  an  an  a  W  r 
an^  well  aw.ur  ol  tin-  toristaiit  throat  ol  war 
between  Isi.h  I  ami  thr  Ai  ihs  rhe  tjuostioii  k 
what  will  ihr  (  MitrH  St. Mrs  tlo  it  and  whrn 
such  a  war  hio.iks  out  .ind  niorr  nnportainiv . 
what  strali'i;\  \m|I  Urn  l  ulopt  it  it  trrls  ihe 
I'liltefl  Siatrs  .  arittft  ho  drji*  inlnl  upon  wh. 
the  «  hips  , ire  down  '  |i  has  hn  ti  ^0;:i;rsn'd  that 
the  Israrhs  will  IikoSoM«..in  I'Trtrr  to  pijll  the 
whole  tioiisf  (litwii  .iinoiid  th>  ro  T  Jtlu  r  th.in  'j;o 
under  hv  thiins,  K,s  jhis  f.o!(,  \  ol  drs|r.T?i 
tUHi  ttiidd  t.ikc  ti!  furiiis  UfH' .  t«iiis»'  \\i>uld 
be  a  pre- fiM|il(\(    war  a  .  tni^t  and  Svri.j 

where  the  i)li»mair  :  it  («.  <  niu  .nul  IM 
maseiis  and  lonirol  ot  h  ii  tir^'u  .,r»Ms  as 
the  Aswan  h.tin  I,   ,  .....v.-  w-Miid  wrto  tiiv 

insurr  Ilh-  lilt.  i\,  f.ti,,,i  T|,.-  s.'M.  ts  ,wh!.  r,l 
this  wt>ul.f  ht  th«-  U'  li  ,  t,w  uhh  h 
woiiiil  in  t.iin  Ino     \  \  lo  ,  storrt),!,  r 

t»r  fi^ht     In  tin-  [  r.  rrn  hw      •  n;i-fit  d.  . 

tt>  awjuiM-  .HI. I  u^..'  f,.,,  !♦  .„  vs. ...p^.ns,  i  ,;  .d 
fortniv,     f  I'lf'-'l  St. if,  -.  '.rvM  f  sip.vvdovvn  (  >ti1v 

a  ^>«)W,•rfM|  \  lUl'.  d  S(  o.  -    uhosr  a;.!  is  *  o  d.Nir 

ean  eonli^.l       \,  dor  |,    ,,f.,|,f,..,  mm  ju.hnr  th- 
iss„es  |H,s,.,|  f.v    ,h,.  f 


WL'a(>ons  hv  nuuiv  states  other  than  Israel  It 
may  well  be  that  a  policy  for  stabilj£ing  the 
Middle  Last  must  be  relerred  to  Moscow.  Here 
I  wonder  it  the  United  States  will  in  the  future 
have  the  credibility,  let  alone  the  power,  to  back 
up  this  policy  -to  inHueiice  the  Soviets  toward 
c  aution. 

Let  nie  carry  a  little  further  the  thought  of 
Soviet  out  flankmj;  ot  Kurop  in  the  Mediter- 
ranean area  In  the  not  too  distant  future. 
Marshal  Tito  of  Yu^tjslavia  will  pass  frorn  the 
scene  Yup)slavia  fias  always  had  a  tendency 
Itiwaid  lia^riientation  anu>n^  its  various  mi- 
riormes.  Mio.  the  ^reat  unifier,  will  tie  gone 
and  there  will  t)e  internal  frictions  in  Yugo- 
slavia Hie  temptation  for  the  Soviets  to  inter- 
vene physically  wdl  be  all  but  overwhelming. 
And.  whv  should  the  Soviets  not  intervene?  Of 
what  eouiiiervailinn  forces  need  they  he  fri^t- 
enrd  '  W  ith  the  Soviets  established  in  Yugo- 
slavia, the  Mediterranean  would  come  even 
mt)re  under  tlieir  dominance,  We  have  a>*o 
wnnrssecf  recent  evtmts  in  Portugal,  at  the 
wc^ifiii  extremity  ol  the  Sea,  wtiere  a  strong 
Mds,  ow  cM  iented  partv  is  making  its  drive  to 
powiT  Wtiat  will  he  the  relationship  t>etween 
Portuual  and  the  Soviet  sea  [)ower  '  Wdl  Por- 
tuu.il  hecome  tlic  cork  in  the  -Metiiterranean 
IxHtle  ' 

If  even  a  f>art  of  this  scenario  eventuates,  wc 
shall  srr  all  of  Kurcipe  strateuieallv  (Hit  flanked 

Tlieie  is  no  wav  ii  can  he  siop|H'd  except  bv 
stroni;  di[ilcwnatu  pressure  on  Moscow  hy  tlie 
I  niird  Siatrs.  h.n  krd  U})  hv  United  States 
pout  r  and  a  L'nitrd  States  will  to  use  that 
power  .'\s  I  look  aiouml  C  ongress.  I  do  not  see 
th.it  wiil  As  I  h)ok  at  the  I'niiiMJ  States  mih- 
tarv  postoie.  I  srr  it  r.ipidiv  diminishing  while 
at  llu'  same  iniir  many  ol  mv  c olle.i^nes  in 
(  oiit'irss  ( lainor  lor  rv<'n  m»)re  cuts  in  the  de 
feiisr  hudgot  No  douht  m.iny  of  mv  colleagues 
in  (  oiiLitess  will  (tMivert  r.if)id|y  from  'dove"  to 

fi.isxk  when  thev  evcniu.dlv  see  ttie  serious 
riess  ot  our  rroded  pc)sitn»n  ;n  Kur»)[>e  lint,  tjy 
tfirn  It  will  he  loo  late  After  .ill.  wc  elect  men 
to  I  nto;M  ss  (o  think  haid  and  [U,'[)are  tor  long 
(run  rwntu.ditH  s,  not  to  f<  pent  .it  the  lionr  ol 
suiirfidri  .tiid  thru  |  rriend  diat  sm  h  rrpen- 
l.irn  r  IS  Ir.idiTshifi 

^'"^^  I  't  lis.  ifi  this  i»\rivir\v  ol  tins  possdile 
vV'iTi  }  to  hr.  look  .It  Asia     Thr  SoutlnMst  flank 
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of  Asia,  that  is  Southeast  Asia,  is  all  but  lost  to 
corrirruinism.  dru)  soon  wv  will  face  .1  hostilt" 
^ealmard  runtime  (rum  the  Bering  Straits  utf 
A)a&ka.  aloni»  the  P-kWu  (  oust  of  the  Soviet 
Union,  altiii^  the  seMhoanl  or  (  ornmurnst  China 
and  into  a  now  ncarlv  C'onirnunist  Southeast 
Asia  What  will  he  ihe  irnp.u  i  of  this  hostile 
seaboard '  IVrhaps  the  two  ^reat  ( Oinrnunist 
jKJWfrs  Will  (|uarrt'l  nvfr  thf  sfH)ils  I  certainly 
do  not  t'X|K't  t  (his  fH'W  (  ornnMinist  area  to  be 
rnonolithK  most  of  the  old  divisions  will  jht 
sisl  Somi'oiu-  ori( f  said,  (.od  looks  atn  r  tools, 
drunkards  and  thf  I 'nih  il  Stati  c  nt  America." 
Perhaps  internal  divisivmrss  will  ease  the  situ 
anon  I  i*t  us  reflect  on  flu*  str  iie^ic  mi|>ortancc 
of  Southeast  Asia  At  this  moment  there  is  a 
sujKT  tank<i  i  very  fiftv  iniU's  between  the  Per- 
sian (^ijit  antl  Ja[)an  j.if}an,  with  the  worlds 
third  lar^'.<'st  economv.  is  totally  deprndeiit 
u|)on  inifH^rted  (jil  l.aih  t.uiker  must  run  the 
narrow  Malacca  Straits  whuh  stxm  could  be 
under  Soviet  dorniii.MM  e  Will  j.ipan.  with  this 
n(H>se  pKiMMl  arrnmd  hrr  nctk.  and  takini;  note 
of  I'  S  iinrt'liabilitv  tiiiri  to  us  or  to  onr  ul  the 
^r<\u  (  <iiriimiMist  [uiwi  rs  \nr  a  ne'v  arrange 
rncrit  '  W  ill  .iaf>aii  txiild  niK  (car  wcaftons  ' 
Japan  rati  hardly  afiord  to  do  nothlrl^ 

f'lii'n.  as  a  <ontr.ist  li  t  us  look  at  the  inter 
estinu  suii.iiinn  ol  I'hailand.  \\u'  stratei^ic  pivot 
jHJUit  <it  Sniuln  ast  Asia  As  thf  J  i[)anfsi'  dctn 
(jrisii.tu'd  in  Wurld  War  II.  lie  who  holds  Hiai 
land  (an  niovc  \\  fst  uito  Hurnia  and  thus  into 
Irulia.  or  South  .iloiii;  the  Auhifielauo  of  Indo- 
ru'sn  to  Australi.i  in  teiins  nt  i  <»niniiiru(  ations. 
the  world  cm  \)\-  dividi  il  iti  twn  1  he  prfdu  a 
iTifMit  (il  dlt  Ihais  wild  h  (vt  .1  htl.tter.it  aliiatue 
with  (he  t'tiiU'd  Sl.th's  ih  .idditiori  lo  .1  (<i|i)nMt 
rnenl  uiMtn  Si  AlO  is  iiHto  siui:;  Hicv  h.ivt* 
alieadv  it  s»rrns,  tn.iilt  ihtir  «!<iis|i>ti  i  \vt\ 
as  the  (  Mftituunisi  tnn  1  s  rth  in  le  diem  thcv 
an-  i-.kiiir.  fill-  t»  tnailiiin,;  1  It  riirnts  ot  I'rutfd 
St.(t»  s  .MI  ['owJT  tn  le.iM'  ilirii  t  ouriirv  Wliv  ' 
lh«'v  h.i\f  •••  ti  what  ijipnit'd  lu  V  u  Ui.irn 
whi-fr  \\«'  h<  <  ,M!ii'  uivol^rJ  iti  i  f>|(><nlv  u ,i r 
whu  h  \\r  h  id  lie  iiili  riJinri  nt  vMiunrii*.  ^^h^■re 
(HU  ail  j'u;\rr  \\  i-,  limnr  t  m  m  «u;tiith  aiU  tar 
f.'.rts    uhtM-  oiu  n.i^.il  r  \Mlfi  its  .mipliiln 

nus  \  .ip.h  Us  |i)  in\  )t\i'  ihf  •  ririiiv  uas  fi»-l(f  m 
<  h<  <  k    .ind  vnIum  ,11  ui»'d  |nn»^s  w«Mf  mis 

dephucd  so  ill  it  flirv  l  ot.M  ,.fiK  rca*  i  to  the 
♦  •in  inv  s  I,  |}it>!i  {]..'  Di.iiv  ^.isv  that  .ittrr 

; »fi p<-manfi  this  \h<M  kui.'  vim  uiori  l»>r  snmr 
veais  ilii    I  luttMf  St. til  s  h«(  jirir  (ircd  of  M  alt 


and  departed  Thev  further  saw  that  we  could 
not.  even  alter  departure,  give  adecjuate  mill- 
tar  v  aid  to  our  erstwhile  allies.  Why  then 
should  they  want  to  have  any  relationship  with 
the  L'nited  States'*  Why  not  instead  turn  to 
that  classu;  Riai  ()ohcv  of  bending  like  a  reed 
to  the  oncominj;  force,  hoping  that  when  it  is 
ail  over,  <  irc urns t antes  would  not  be  so  adverse 
as  to  pres  cut  the  reed  from  standing  up  straight 
auam 

At  this  sraK<*,  '*^t  nie  make  one  other  point 
1  am  not  adsot  aim^  that  the  L!nited  States  arm 
iisfll  to  the  tetth.  adopt  a  policy  of  hostile  be)- 
li^ereruc  and  st-ek  to  be  the  world's  policeman 
m  eat  h  and  every  case  that  violates  our  concept 
ol  international  order. 

On  the  contrary,  I  believe  we  were  right  these 
past  live  sears  to  trv  to  form  a  closer  relation- 
shi[}  with  the  Soviet  I  nion  and  to  begin  a 
limited  relaiion'>hif>  with  (  ommunist  China. 
Put.  detente,  by  itsell.  is  not  a  foreign  policy. 
What  I  would  like  to  see  emerging  from  these 
closer  relationships  is  a  more  vigorous,  a  more 
intensive,  a  more  forward  looking  American 
di[)li)ru.iti(  posture  m  which  we  clearly  Jet  our 
.idvt  is.ines  know  v.hat  the  United  States  inter- 
ests are.  what  we  will  do  to  protect  these  in« 
(eii'sis,  the  power  we  h.ive  to  indulge  in  such 
[)rotection  and.  ahov*'  all.  the  n.iture  of  our  wiJJ. 
I  h.id  hupetl  that  our  retent  foreign  policy  ac- 
tivitv  would  develop  into  such  a  diplomatic 
ollciisive  in  whuh  detente  was  to  be  but  a  first 
step  After  all,  it  is  a  lundamental  maxim  of 
intt  rnation.d  diph^ma*  v  that  one  (  cmducts  one's 
most  skill! ul  tliplomacv  with  one's  most  dan- 
;.;er()us  .idvers.trv  Pill  alas,  through  an  absence 
nt  str.uuht  difjlortiatp.  talk,  through  a  capri<  ious 
t  ttri^;i»  ss  .md  ,»  nation  wh<»se  will  has  been 
s.ippiil  bv  tin  mish.mrlliii^  ol  the  Vietnam 
\\  .It,  iletenif  seems  men  Iv  to  reve.d  to  our  ad- 
vMs.uM's  the  awful  extent  ol  our  inadequacies 
railier  tli.in  die  valulitv  ot  our  intentions. 

A  Jririh  (t\  /'  utilTi' 

Ihii,  tn  r,ei  hai  k  n\  tli<'  point  \shat  will  be 
the  •  tid  n|  ttiis  Airn  rK  .10  str.ite^R  withdrawal? 
W  liet»*  will  our  troruM  r  In'  with  P.urojH.*  held 
ln'st.rr,<*,  lapari  i  rri,is(  ul.itid .  a  hostile  Asia  ex- 
t<'iiciinu  ImrTi  tlie  Perini:  ^e.i  to  Sing.ipore.  and 
\Mili  dur  allies  p.iinlullv  (  oust  imis  of  our  un- 
leh  ihihiv  arid  lac  k  nf  will  It  mv  gNKuny  analy- 
sis IS  v\rn  ji.irtiallv  iii;ht,  we  are  m  retreat 
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which  wUI  end  only  on  thr  North  American 
raiUnent.  Whai  will  this  mean  to  a  world 
whkh  has  looked  upon  u»  as  a  model  and  even 
flonn  Uffie  to  time  as  a  savior "Hie  details  are 
Impossible  to  predict,  except  that  conceptually, 
we  must  now  face  a  different  world  from  any 
thing  we  have  seen  before. 

In  the  world  situation  which  I  imagine,  I 
fomee  the  United  States  as  an  isolated  fortress 
in  a  planetary  sotiety  which  is  fundamentally 
hoatile  to  the  American  ideal  This  has  been 
increasingly  the  case  these  past  ten  years  dur 
Ing  which  time  our  leadership  has  erodeil  with  , 
more  and  more  societies  Utoming  indifferetit 
to  United  States  leadership. 

And  now,  the  pate  of  this  erosion  is  rapidly 
accelerating    What  will  the  impact  J>e'»  Po> 
liticaUy  the  impact  could  be  fnorfiiously  signih 
cant    If  history  can      our  guide,  states  in  this 
condition,  i  e  ,  the  United  States,  tend  to  follow 
one  of  two  tours*»s    Thiey  fall  to  squabbling 
over  petty,  internal  diJIuullus  until  govern 
meni,  as  we  know  it.  lapses  intt>  a  torrupt,  in 
competent  ananhv     Ilie  alternative  is  the 
emergence  of  the  rnan  on  borsebat  k"    rht'  die 
laior  who  comes  to  save  the  peopK*  and  ends  up 
tyrannizing  them 

There  would  also  be  significant  economic 
consequences  of  this  erosion  of  leadership 
Ihtre  has  U'en  only  one  true  international 
movement  in  this  century  and  that  has  [)een 
International  commerce .  priinanjy  among  free 
nations,  Here,  the  UnittHl  Slates  emerged  as  a 
leader.  Hie  standard  ot  living  of  a  greater  part 
of  the  planet  has  iH^nehititl  trum  this  great  in 
lemational  movement  I  d>  not  foresee  aiiv 
further  etonomu  adv.mi  e  in  this  new  world 
order  that  is  err>erging  hut  r.ither  a  genera!  dc 
cline  as  the  United  Stales  withdraws  froM  ;he 
world  economy  As  rn.iy  be  seen  in  iieighlxfrini; 
countries,  cenirali/.ed  pl.inned  ec  (inonm  s  pro 
duce.  as  they  have  alwavs  prcKhned  to  (late,  a 
dull,  grey  level  ol  tiiedwH  ritv  lor  all  Perhaf)s. 
however,  our  biggest  diimnutjon  will  eome  cul 
turally  The  woriti  needs  the  Umtefl  States  as 
a  stage  wherein  freedom  and  (hffiise  ideas  tan 
be  testH  (ainl  even  jctepted  from  ttrne  tu 
time)  for  the  benefit  of  aM  mankind  Ttiis  was 
what  the  advent  of  this  Kepuhlic  meant  Hiis 
is  what  our  fulut*'  shouUl  offer  Hiis  rule  fias 
yet  only  b4»en  partiallv  fulfilleil  It  will  never 
be  fulfilletl  by  a  horliess  Ameru  a  and  ail  of  us 
will  be  lesser  humans  hei  ause  of  it 


But.  more  importantly,  a  poluy  of  isolation 
in  1980  will  be  far  diff  erent  in  a  world  strategic 
sense  from  a  policy  of  isolation  in,  say,  1880, 
In  1880  the  United  States  had  not  declared  its 
hand  as  a  world  leader,  but  by  1980  we  will 
have  played  the  role  for  many  decades  and,  as 
It  seems,  will  have  been  found  wanting.  We 
shall  soon  face.  If  the  drift  continues,  a  gen- 
eral world  rejcHTtion  of  American  leadership 
and.  as  I  have  iFiduated,  eveiyone  will  suffer. 

Now.  you  m;*>  ask  ine  as  a  United  States 
Senator    What  do  we  do^  Where  do  we  turn? 
Qiote  frankly,  while  I  do  not  see  immediate 
relief  in  the  Congressional  arena.  I  do  Mievc 
that  it  eventually  must  come  from  there  and 
also  from  the  Executive.  An  awakened  Ameri- 
can fx^ople  must  demand  the  kind  of  leadership 
to  which  they  are  entitled.  Let  nie  offer  some 
gindelines.  First,  this  is  not  a  time  for  party-to- 
party  divisiveness    We  need  a  return  to  bipar- 
tisanship in  foreign  affairs.    Tlie  Executive 
should  brief  and  consult  (  ongressional  leaders 
b<'fore  a  decisive  action  is  taken  and  this  con^ 
sultation  and  briefing  must  always  be  totally 
honest    Congressional  leaders  must  in  turn  re- 
s(K>nd  in  terms  of  what  is  best  for  their  country 
rather  than  their  party  or,  worse,  their  own  po- 
litiial  skins.  Secondly,  based  uj>on  '  ipartisan 
ship,  the  Initiative  as  well  as  the  tonduct  of 
forei^;ri  jwlicy  must  \>v  returned  to  the  Kxecu- 
tive  for  both  long    and  sfiort  term  actions. 
Third,  and  here  I  appeal  to  the  good  sense  of 
the  media  in  partitular.  let  us  all  realize  that 
foreign  p<ihty  cannot  be  made  in  the  streets. 
Critici/e,  analy/e.  evaluate  to  your  heart  s  con- 
tt'iit  but  please  do  not  provoke  those  kinds  of 
|)ressiires  that  make  j>oliticians  forsake  tbei»- 
judgment  and  instead  turn  to  the  assuaging  of 
ele(  t()ial  pasMori    Kourtfi,  we  must  remember 
that  there  are  no  instant  solutions  Solutions 
utsc  through  tfie  prattice  of  such  ancient  vir- 
tues as  lominnii  sense,  tbsciphned  thought. 
(c)iiragcuus  actit)ii.  jKTseverance.  boiiestv  and 
Mvihty    Kifth.  let  us  also  realize  that  any  and 
every  foreigti  j)olKy  venture  is  dej)endent  u|K)n 
an  Ameru  a  wliu  h  is  riiilitarily  strong,  vny 
nornuallv  stroni;.  and  strong  in  Congressional 
an(f  Kxerutive  leadership    Last,  and  most  sig- 
nitu  antly.   we  must   undertake  international 
M)mrintments  ordy  wfien  tlu'se  are  dearly  in 
our  national  interest,  whuh  is  that  of  preserv 
ing  a  global  balance  of  power    Tfiis  is  the  role 
thdt  history  has  plaied  ii|h)ii  tfie  shoulders  of 
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ihe  United  Slaies  -ihal  oj  prpvcniini;  anv  otw 
power  or  group  oi  jiowcrs  fiuin  obMrnin^;  a 
total  hef^einony  over  ihc  f)Liriii  !u  jjic\oni 
•uch  he{;cinoiiy  from  ukin^  place  will  reijuire 
us  to  enter  into  alliances  witl  others  Sdih 
commiinierits  shoiilct  hv  eiilerrii  tri((>  spariiinl\ 
and  only  after  (he  most  rnaiure  aiut  sulcinii 
niitional  delihenmon  Oikc  riKeiiH)  uuo,  )io\v 
ever.  Ixxh  ally  and  advets.irv  ahkc  should  know 
beyond  any  douht  that  \\c  will  iheiraltcr  h(>iior 
ed(  h  ohli^ahon  to  its  ultirn.iti'  <  oiim  ijuciu  es. 
regardless  of  <ost  It  is  tluii  .uul  ()niv  then  tliat 
wc  shall  enjoy  a  st  it)ie  woild  Hut  sue  !)  a  situ 
anon  will  in  the  end  arise  not  soielv  Itoin  a  re- 
sponsihle  C  oncu  ss  .nul  .10  .ihlf  I  vmitiM".  hut 
frorn  a  stable  arul  stum^  people  Ihai  is  the 
key. 

nnis.  it  IS  lu  the  Aniern  an  people  wilh  their 
eominon  sense  and  ii.itural  iristiriu  li)r  the 
jjooil  ol  their  ruiiritrx  that  we  most  seek  ()iir 
salvation  hut.  ttic  Ameitcan  people  must  l)e 
arcitratelv  mformefl  not  irnsinionoed  to  suit 
the  (H'lsonal  iru  Imatioii  ul  aiiv  uroup  or  the  po 
litiCtil  iriaehinatioiis  ol  elei  ted  or  apf>iHiit<  (t  oiti 
cials  I  make  a  |>lea  t<>dav  lor  the  jMople  10  !)e 
told  the  truth  lo  he  mlorineil,  the  Anu  iKan 
people  lueil  iradeis  who  tell  it  like  it  is  am) 
who  have  the  courage  and  at'ihtv  to  dial  wita 
the  real  world  as  tt  is  aint  in  full  view  of  the 
f)Ooph'    Ahove  all.  we  ru  ed  a  t  undress  which 


places  a  lolu  iriM  I  nitcd  StaK's  loreii;n  |X)lkV 
al>o\e  paitv  and  jho\i'  prisonal  iiiK'iebls.  We 
ha\('  IumI  sudi  leaders  l)i'iure  We  have  had  a 
responsible  C  ontiiess  heluie.  We  can  have  it 
aL;ain,  but  i  iH'lieve  it  is  only  (he  American 
fM'ople  who  can  cfieet  this  transjoi mation. 

i  do  not  like  what  1  see  ahead  of  us  Dul.  we 
lia\e  enoiiiious  mateiiai  and  spiritual  re* 
souKes.  most  ol  them  as  vet  untap|K*d.  Wc 
ha\('  now  louie  to  that  iimt*  when  we  must 
di  iw  upon  these  W  ith  our  latent  capacities 
unleashed.  I  have  no  douht  tli.it  the  situation 
(an  br  ie\erse(i 

f  he  basil  undeIiylM^  letpnreinents  to  solve 
both  out  domestic  and  worldwide  problems  rest 
upon  stion;;  leadership  Irom  the  President;  the 
better  uiMl(rstan<im^  by  the  Congress  of  Us 
plate  in  oin  tripartite  form  ol  government  and 
Its  rcsjKjnsibilitn^s.  and  from  tlie  people  them- 
seb  es  a  w  illiiiL;ness  «)  make  whatever  sacrihces 
are  needed  in  order  to  achieve  those  goaU 
wliM  h  <;narantee  the  jHTpetuation  of  our  Re* 
publi(  and  our  wav  ol  hie. 

W  ithm  live  ox  ten  vears.  and  I  am  afraid 
I  loser  to  five,  tli<'  Umted  States  must  show  a 
(li  tei  nimation  to  adopt  this  winning  strategy  or 
I  lear  that,  like  Home,  wt'  as  a  nation  will  con- 
niiite  on  a  downward  path  whiih  can  only  end 
with  ibf  inevitable  extinguishment  of  our 
liberty 
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CRACKING  THE  CONSENSVSt 
AMERICA'S  NEW  ROLE 
IN  THE  WORLD 

by  Richard  J.  Barnet  and  Richard  A.  Falk 


Workinft  Pap<>rN*  foreign  affaim  <>ditorH 
inaugurate  a  forum 
for  rethinking  l\S.  policy. 


ccord>ni<  to  convcnuonal  wisdom,  thf 
/  A\  ^'I^*''"*'*"  forrjun  polity  consrn^u^ 
/  \  f-tiiibli^hrd  dunriK  the  Iruman  adinin- 
LJ  u  i%tra(ioii  brnkr  down  during  the  Indo- 
china \V«  ~  and  Nixon.  Ford,  and  C'artrr  h,ur 
been  struugitng  to  put  it  back  togrthrr  rvrr  sincr 

Thtrt  is  a  srnsf  tn  which  th»s  view  is  ac<urdtr  In 
the  ImIC  VXiOh,  wh.ii  wa*  to  havf  bern  another 
Korea 'Vyrlf  "polu  r  ac  tioti  '  did  not  follow  ihr  Prn- 
tagonS  Hf  I'.i  Durinm  thr  I  rt  offrnjivc  in  Viftn.im, 
Natiunat  l.^tnrratK.n  Krotu  gurrrilU^  krpi  intrudinif 
into  Amrf  K  an  living  roonu  Youni^  mrn  from  thf 
Unitfd  Stntfs,  disproportionairlv  black  and  poor, 
kept  dying,  and  m  suflitifni  numbrrs  to  alarm  a 
tarnr  numbfr  of  voirr*  Out  of  all  that  emrrgrd  a 
"dump* Johnson"  movrmr nt  and  an  antiwar  movf  • 
mcnt  Thf  Kovrrnmrm  rr^pondrd  wiiK  d  "nrvs 
rorrifltn  pf>licy  "Virtnami/aiion  " 

Undfr  thf  nrw  policy,  American  bovs  would  bf 
kept  out  of  distant  ground  wars,  and  indrrd  thr 
draft  itself  was  rnded  I'  S  air  and  naval  powrr 
would  back  up  ihr  rfforts  of  indiijrnous  fore r s  to 
keep  thr  pfa<r  m  A^i.i.  Afrua.  and  l,.i!m  ,^mfrl(*i 
In  each  rrgion  a  drstgnatrd  surro^atr  for  Amr ncao 


RuHard  J  Harmt  jmf  Hh  ^'«/  A  halk  d**  fttfftfn  ajUu*\  fdiiots 
«/Wofk'n9  Papers  Hukard  J  Barnet.  a  ftUoa  of  [hi  ln%u- 
tuU  /or  /Wm  V  Siudtfy  m  ti  oj^m^fan.  n  the  Qutho*  \  uiM  HonaU 
A/to.iVri  j/(,l»>f>^|  Kraih  ^  .Vim.m  ^  S^hustf^  tQlS  and  ^vo^' 
ftently  T>)p  (»iani«  Hui«ta  and  Amer»ca  i  .Simon  ^ 
.Sihutief.  f977,  Rukard  A  f-aik  n  Aihert  Ki\lhank  Pfofexw,  of 
tntffnatynfMl  Imw  ^jnH  f^attuf  at  F^tmetiyn  I  mttruty  and  <i 
lentof  hili^u  .J  /V  fn^i'/utr  U>t  \\  ar/,/  t h,irf      \fti  },)tk   fh  > 
tA#  «ttiMwr  tif  \  Study  of  Furiirf  Wrrlds  i  The  hm  /V<t(. 

\  (.ki»b«i  \^>pr.»«<  h  to  National  Policy  ( Han^fd 
l  'mf*fut>  .'V  »  ^nH  niHPf  Sonh  ti>^th  m«m  katv  rt^ir/ra 


power  (Iran,  for  example)  would  act  as  local  pracr* 
keeper,  and  would  be  sold  billions  of  dr>||ars' worth 
of  arms  to  do  the  job  Between  t97t  and  t977  the 
I  nited  Stales  sold  $5S  billion  in  arms,  three  times 
the  total  for  the  preceding  20  years. 

AM  these  measures— together  with  a  moderation 
of  the  anticommunist  crusade,  symbolized  by 
presidential  visits  to  Peking  and  Moscow— relieved 
much  of  the  public  anxiety  that  had  developed  dur- 
ing tite  Indochina  War  If  Nixon's  '^generation  of 
peace"  was  not  quite  at  hand,  at  least  the  prospect 
of  escalating  war  had  receded.  T>ie  professional 
critics,  while  welcoming  the  reforms,  attacked  the 
secrecy  and  deviousness  that  ha'^  made  them  possi- 
ble. But  deviousness  was  the  essence  of  the  policy. 
The  whole  idea  was  to  maintain  pre-existing  power 
relationships  in  the  world  while  pretendmg  to  the 
American  people  that  essential  commitments  and 
risks  had  been  reduced 

In  the  presidential  campaign  of  1  >.  such 
debate  as  there  was  on  foreign  policy  f  sed  on 
Henry  Kissir^er's  cowboy  style.  The  lon«  ranger, 
a*  Carter  called  him.  was  too  friendly  to  wicked 
dictators,  too  secretive,  too  insensitive  to  the  moral 
purposes  for  which  American  power  should  be 
wielded  I)etenie  was  a  one>way  street,  and 
Kissinger  was  conspiring  with  his  friends  in  the 
Kremlin  to  keep  the  people  of  Eastern  Europe  in 
permanent  captivity  The  United  States  would  fly 
the  banner  of  human  rights«found  the  world,  and 
the  American  people  would  again  have  a  govern- 
ment thai  (hir  Vice-President  Mondale's  words) 
made  them  *'feel  ^<^d  *" 
But  the  government  they  got  in  the  areas  of 
*t^b/riin  t>»Hev  and  A*fiorul  security  was  a  troup  of 
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myvkd  tccond-kvcl  Indochina  War  pUnnm  and 
MVanti  from  the  Trilateral  GommiaNon.  Thoufh 
dttarmined  to  complete  the  task  of  rcttortni  the 
conaeniui.  thii  group  hai  to  far  been  unable  to 
reform  U  S  foreign  policy  in  any  tig nificant  way. 
After  a  year  in  oflke,  impretaive  goala--»atro 
nutlear  %^aponf,  a  %vorldwide  human  right!  cam- 
paign, an  effective  program  to  combat  nuclear 
proliferation,  a  drastic  cut  in  arms  sales,  extrica- 
tion from  Korea-^have  been  mocked  by  inept  and 
contradictory  policies  Although  relations  between 
the  United  Slates  and  the  Soviet  Union  arc  less 
tenM  than  at  the  height  of  the  cold  war,  the 
political  foundations  of  d^entc  are  thin,  and  new 
weapons  syiicms  such  ai  the  cruiae  missile,  the 
MX,  the  neutron  bomb,  and  Soviet  heavy  missiles 
are  creating  «  much  more  unstable  military 
environment  Ai  U  S  power  to  maintain  stability 
on  our  terms  fadei,  and  ai  conflict  over  imer* 
national  economic  iuues  intensinei,  we  can  expect 
npKMinting  struggles  to  liberate  former  colonial 
areas  and  to  create  an  international  political 
economy  in  which  they  can  survive.  Thus  the 
world,  it  appears,  is  more  anarchic,  more 
dangerous,  and  less  guided  by  hunuin  rationality 
than  at  any  time  since  World  War  II 

It  IS  Carter's  bad  luck— and  ours — that  it  is  now 
too  late  for  the  Ninon  Doctrine  with  a  human  face. 
The  foreign  policy  consensus  has  been  restored— 
indeed,  as  we  shall  argue,  it  was  never  really 
broken— but  the  wisdom  of  the  Trilateral  Commis- 
sion, the  Ysle  Economici  Department,  and  the 
Council  on  Foreign  Relations,  even  with  a  new 
look,  IS  not  going  to  achieve  security  for  the 
American  people  or  peace  for  the  world 


s  the  small  circulating  elite  that  makes 
foreign  policy  ices  it,  their  principal  task 
IS  to  preserve  the  dmrnitic  consentui  that 
supports  the  economic  and  military 
policies  by  which  the  United  States  has  maintained 
its  dominant  position  in  the  world  since  194S  This 
domestic  consensus  is  based  on  acenter>nghi  coati> 
tion  that  has  not  been  seriously  challenged  from 
the  left  sincr  the  Henrv  Wallace  campaign  of  1948 
The  Mc(k)vern  campaign  m  1972  was  Irss  a 


challenge  from  the  left  than  an  effort  to  tilt  the  con> 
sensus  in  a  IcCt-libcral  direction.  But  even  that 
failed  (as  did  Goldwater*s  attempt  in  1964  to  tih  it 
"toofar*'righcward). 

The  power  of  the  political  right  in  this  coalition 
comes  from  its  regional  electoral  strength,  especial- 
ly in  the  South  and  portions  of  the  West;  from  its 
dominance  in  the  Republican  party  apparatus; 
and  from  the  imporunce  of  conservatives  in 
business,  the  military,  and  other  parts  of  the  gov- 
ernment bureaucracy.  These  power  bases  assure 
conservatives  regular  access  to  top  policy  makers 
on  critical  foreign  policy  issues.  Because  of  its 
financial  resources,  the  right  also  has  considerable 
strength  in  the  media  and  in  certain  national 
religious  organisations.  Thus  if  a  Ronald  Reagan 
cannot  yet  be  elected  president,  his  views  and  those 
of  his  supporters  help  to  set  the  terms  of  national 
debate  and  to  intimidate  the  moderates,  especially 
on  military  and  national  security  iuues 

On  the  left  there  is  no  comparable  influence.  The 
left  has  typically  lacked  both  money  snd  people  in 
power.  Hie  natural  baK  of  left  strength  is  the  labor 
movement,  but  labor's  moderate  leadership  leans 
right  ward  on  foreign  policy  issues  For  a  period  in 
the  1960b  it  looked  as  if  militant  minority  politics 
might  lead  to  an  enduring  left  presetKc  in  foreign 
policy:  late  in  his  life,  Martin  Luther  King,  Jr.,  saw 
the  link  between  repression  at  home  and  im^  jrial 
adventures  abroad  and  was  making  a  real  effort  to 
forge  a  common  constituency  of  civil  rights  and 
antiwar  activists  But  the  assassination  of  King  and 
the  demoralization  of  other  black  leaders  ended  the 
prospect  for  such  an  alliance.  And  the  concerns  of 
most  blacks,  in  any  event,  remained  focused  on 
domestic  policy. 

Only  at  the  height  of  the  Indochina  War,  when 
the  failure  of  U  S  policy  was  so  manifest,  did  left 
perspectives  exert  a  temporary  innuence.  T^e  vehi- 
cle, of  course,  was  a  loosely  organized,  campus* 
centered  antiwar  movement.  But  when  Lyndon 
Johnson  pulled  out  of  the  presidential  race  in  1968, 
thus  signaling  a  commitment  to  "winding  down" 
the  war  in  Southeast  Asia,  and  when  some  time 
later  the  draft  was  ended,  this  fragile  left-leaning 
movement  collapsed  The  center*right  consensus 
was  thus  able  to  survive  even  Watergate 
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n       ^'ll^'y  bcciuic  of  the  war'i  impact, 
I  I       however,  a  left  critique  of  VS  Unet^n 
I  L      policy  hai  emerged,  it  hai  been  ftpouied 
*        I  by  a  few  prominent  academics  and  cultur- 
al rif|urri«  and— on  tingle  iisuei— occaiionally  by 
politicians.  The  eiience  of  this  critique  it  that 
America'i  managerial  role  in  the  world  leadi  to 
counterrevolutionary  policies  overieai  and  a 
**nation«l  lecurity  iiate"  at  home  Vietnam,  ac- 
cording to  ihii  view,  was  not  a  "mutake.  "  but  an 
extension  of  imperial  policies  designed  both  to 
make  the  world  safe  for  multinational  corporations 
and  to  assure  continued  access  to  global  resources 
on  cheap  and  easy  termi.  Anticommunist  cold  war 
propaganda,  according  to  the  left  analysis,  has 
b««n  used  by  the  establishment  to  provide  a 
spurious  legitimacy  for  the  reactionary  alliances 
and  antipopulist  interventions  that  charactenied 
the  postwar  era,  first  in  Western  Europe  and  later 
throughout  the  third  world.  Covert  operations  of 
the  CIA  designed  to  stabilize  right-leaning  regimes 
and  to  destabili/e  left -leaning  regimes  had  bipar- 
tisan  support.  Because  of  traditional  Republican 
reluctance  to  commii  U  S  military  forces  to  foreign 
wars,  the  covert  arm  of  the  national  security  state 
dominated  American  cold  war  strategy  during  the 
tisenhowrr  and  Nixon  vears   The  l)em(x^rats- 
Truman,   Kennedv.  and  Johnson    were  heavtly 
involved  in  cuvrri  oper^iiion^  {lyo,  but  their  mator 
attention  was  ahsorbni  hy  Urne  romhai  operations 
in  Korea  and  Indoc  hma  * 

I  his  (ritiqur  has  onlinantv  h.Kl  little  influemf 
on  the  d(iinin.int  ton^rnsus  VNhai  lorrinn  pulio 
debates  do  <xfur  in  the  I'lnlrd  Siares  take  placp 
between  thr  center  and  ihr  r^hi  Bp«  ausr  of  (  on- 
servativr  p<mrr  iti  ('nnKresx  m  thr  national 
security  bureau<ra(v.  dissrnl  from  thr  rmlit  is 
taken  srri(uisl>  by  thr  W  hite  Mchup  whilr  dissent 
from  ihr  jpft  ( an  iiMi.ilK  f)p  moored  with  inipunitv 
In  fait,  thp  rinhl  is  ofipo  ablr  t<i  portray  thrcrntrr 
as  the  left  I  hr  ( odr  words  arr  soft, •'w(H)|Iv,  "  or 
'irr?-!ipof:-.!h!r 

Ihrdifrrnt  Kioani.i  C.iimI  irr.jt>  ratituation 
siruKKlr  eHrniplifirs  fhr  prfxr^s    Ihr  afimmistr.i 
tion,  rrflrc  ni\i(  thr  (luirim.uu  (  oosriisus,  has  Mrui  k 
a  pnidrnt  bar^.||0  s^nh  the  Pan.mianjan  novrrn- 
mrnt    I  lulrr  this  .n<rrrrnriit   th'-  I  nurd  Si.ifrs 

•  f  hrrr  ^rr.  .»(  ...ursr  othrr  iliffrrrtM  rw.M,  Ihr 
ron^rnvM  <lfvf|nprfl  jnd  \.%t^^rh  (Inrinn^if i!  hv  ihr 
l>eniiH  t  11^  h.w  lirrn  u,  <  h.ir.n  tn   i.lr.tl'vf.,  ,f, 

lonr.  4\u\  ^uppoftril  tiv  \aUoi  arn!  nntiontir^    Ihr  rinht 
ward  mlr  of  the  n>rMriiMts.  in  pviHrm  r  dunnK 
Rrpublu  at)  .iMininr.tf  .itinns  ^^  nunirrMr  it)  i  h.u.»,  irt 
rralisin  in  oifir,  dtxi  rr5|Muui\r  to  thr  tnfrrfMs  atul 
prf}u<!t(rn  <»f  thr  v^hur  rjn.Mt*- <  l.iss  IronM  alU  drspifr 
Nmon's  rff«»rt  O*  huiM  a  prrri>,inrni  r^^ht  Irattuiyt 
p«>litH.(l  MMltti.Mi  his     tr-i^i.  polu  \  irinnnr.l  trtPii.i 
fvrn  hhrr.«l  Itufrni  hn  .unr  <>|  h.,  I  httu  vi^t  Si>vtrt 
deirntr.  .itxl  Kn^mnfr  ^  tirn»>f i  oimk  \Htt\sr\\  \^\i^t^  \ 
polii  V  ss.W  nuirr        th.in  ihr  |ih.-t  ilivjn  ..(  \\^r  |  \rnu> 


retains  the  right  in  perpetuity  to  interveiM  to 
protect  its  interests  in  the  canal,  while  renouncing 
formal  control  after  IV99.  The  right  hat  seized 
upon  the  issue  of  **giving  up  the  canal'*  because  it 
raises  symbolic  concerns  of  national  sovereignty 
that  have  powerful  emotional  appeal.  The  strong 
grass-roots  movement  that  has  arisen  in  opposition 
to  the  treaty  attracts  sentimental  imperialists  who 
cannot  bear  to  bend  with  the  times.  The  center 
position,  which  is  endorsed  by  such  right-leaning 
political  figures  as  Gerald  Ford,  Henry  Kissinger, 
William  F  Buckley,  and  Admiral  Elmo  Zumwalt, 
is  a  form  of  rational  imperialism  that  recognizes  the 
need  to  give  up  symbolic  rights  in  order  to  retain 
the  substance  of  power. 

The  left  has  been  silent  on  the  issue,  though  a 
genuinely  anti-imperialist  policy  would  challenge 
America  s  right  to  intervene  at  all  in  a  third  world 
country's  political  destiny  for  the  sake  of  its  own 
geopolitical  interests  The  whole  thing  is  reminis. 
cent  of  the  famous  Eisenhower  letter  to  Diem, 
which,  though  less  explicit,  was  used  by  three 
presidents  to  justify  the  "commitment"  to  invade 
Vietnam 

But  even  when  a  left  analysis  exists,  it  is  usually 
excluded  from  mainstream  political  discourse 
F.xponenis  of  a  left-leaning  foreign  policy— one 
that  was  anti-iniperialisi,  that  opposed  the  arms 
raie  and  the  worldsMdr  traffic  in  weapons,  that 
rriected  the  idea  that  multinational  corporations 
define  t'  S  interests  in  key  areas  of  the  world,  that 
dicepted  the  necessitv  of  a  more  equitable  distri- 
bution of  politKal  an<l  economic  powrr  in  the 
World— are  not  invited  into  the  coalition  that  runs 
the  national  security  establishment  under  both 
Rrpubluan  and  Denincratir  administrations 
Drspiie  his  Nobel  Peace  Pri/r.  it  would  have  been 
unthinkable  for  King  to  havr  been  given  a  high 
forriKM  poltiy  job  L'N  ambassador  Andrew 
^oong,  who  is  not  Kin^.  dors  not  appear  to  have 
such  a  job  either  Nor  are  srrious  alternative  ideas 
for  thr  (ondiu  t  of  I'  S  forritfn  polic  y  mvrn  miii  h 
lonsideration  by  those  in  powrr 


~]  o  dair,  forrinn  policy  has  been  the 
proprrtv  of  an  rliie.  who  hayr  treated  it 
as  thnr  own  rxi  lusivr  preserve  and  have 
rii.uir  f.ir-rrachintf  drcisiotis  m  the  name 
of  thr  AtTirrican  proplr  Ihese  decisions  have 
brorfiied  some  Americans  but  not  most 
\niri  ic  .ins  Polu  irs  m  l.alin  Ainrric  a  or  Iran  that 
briicfit  oil  and  cctpprr  roinpantrs  and  other  mul- 
tinationals do  not  nrc  essanlv  benrfit  V  S  workers 
oi  ( iinsuiners  Itidrni,  thr  ititerrsts  c»f  the  latter 
roav  br  opposnl  to  the  sprnfii  forrinn  policy  goals 
of  fhr  biK  c  cirporatiofM  and  thr  Tinanc  ial  commo- 
iii!v  Hill  most  donuNiK  (onstilorots  arr  unrrpre- 
srotrcl  m  thr  niakir^n  <  rue  lal  foreign  polic  y  deci- 
sions 

W  r    Ix  hr\  r   that    a    srrions   niovrnietil  to 
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dmocraiite  American  iniiiiuitoni»  lo  uture 
fconomk  rifhiit  and  lo  end  the  unaccountable 
power  of  corpora  I  ions  over  our  national  life— 
indeed.  iKe  whole  agenda  oC  Wt^hifg  fm  a 
Sim  S9{t€ty  oeedi  a  forum  for  debating  the  con- 
ncttiont  between  alternative  domettk  polictet  and 
foreign  and  national  security  policies.  As  we  see  it, 
the  talk  is  to  develop  a  foreign  policy  thai  nukes 
possible  the  security  and  economic  well-being  of  all 
America ni;  those  objectives^  in  turn,  require  a 
significantly  more  juit  global  economic  order  and 
mort  rational  security  arrangements. 

The  critical  question  we  need  to  answer  is  this 
what  is  the  effect  of  our  foreign  and  national 
security  policy  on  the  poasibilities  for  a  decent  life 
in  the  United  States— for  finding  and  keeping  a 
job.  for  developing  the  new  technologies  we  need 
for  survival,  for  building  communities  that  can 
maintain  order  without  repreuion?  The  two  issues 
that  will  determine  the  answer—that  will  deter- 
mine whether  the  next  generation  of  Americans 
survives  in  peace  and  relative  prosperity,  sr.d 
whether  it  survives  at  all— are  the  arms  race  and 
the  restructuring  of  the  world  economic  order. 
Their  fundamental  terms  are  scarcely  discussed  at 
alt  in  the  political  arena 

Once  again,  the  arms  race  has  come  to  a  turning 
point  It  appears  possible,  just  as  it  did  after 
Stalin's  death  and  after  the  Cuban  missile  crisis,  to 
stop  and  even  to  reverse  the  arms  race  Both  sides 


are  poised  on  the  threshold  of  major  new  weapons 
systems,  and  both  are  under  domestic  pressure  to 
cut  military  expenditures.  But  the  signs  arc  not 
auspicious.  Relentless  bureaucratic  pressures, 
economic  dependence  on  the  arms  race»  and  old 
habits  of  mind  are  lushing  the  world  toward  ever 
larger  arms  budgets  and  militarixation.  There  arc 
debates  about  weapons  systems,  numbers, 
capabilities,  and  such  esoterics  as  the  state  of  laser- 
beam  research  and  the  significance  of  "throw- 
weight.''  The  congressional  doves  who  for  a  few 
years  succeeded  in  making  minor  cuts  in  the  P^* 
tagon's  budget  have  lost  many  of  their  recent 
battles  A  tentative  victory,  such  as  the  president's 
decision  not  to  build  the  B-l  bomber,  leaves  them 
exhausted,  unable  to  muster  the  strength  to  oppose 
substitute  systems  that  are  in  fact  more  dan- 
lerous,  such  as  the  cruise  missile, 

Unless  the  United  States  and  the  Soviet  Union 
achieve  far  more  comprehensive  and  radical 
measures  of  disarmament  than  are  now  being 
proposed,  the  U.S.  arms  budget  will  reach  11 M 
billion  by  1980.  Despite  a  rhetorical  commitment 
to  slowing  down  the  trarfic  in  conventional  arms, 
the  Carter  administration's  policy  continues  the 
Kissinger  weapons-transfer  strategy  that  has 
caused  the  global  arms  budget  to  climb  to  aintost 
1400  billion  a  year  and  that  has  encouraged  the 
spread  of  military  dictatorships  throughout  the 
Former  colonial  world 
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Mort  lerioui  than  ibc  fundi  wMicd  in  such  an 
tntcrprtsc  u  tKe  increa«ing  poitibiliiy  of  nuclear 
war.  The  momenium  of  the  arms  race  it  now  carry* 
ing  weapons  de«if  nen  and  strategic  pUnncn  into 
the  StrangelovUn  world  of  *'hmited  nuclear  war" 
option!  and  **diaarming  fini  tiriket  "  The  neutron 
bomb  (alio  called  ^'enhanced  radiation  %veapon*') 
•trvfi  to  make  nuclear  weapons  more  accqitable. 
It  it  oatentibly  detif  ned  for  the  battlefield,  in  par* 
tkular  a  Soviet  invasion  of  Western  Europe  But 
that  prospect  is  remote:  no  one  can  |ive  a  good 
rcasoit  why  the  Kremlin's  leaders,  who  can  barely 
controi  the  territory  ihcy  now  occupy,  should  wish 
to  conven  iheir  trading  partners  into  a  radioactive 
wasteland   Nor  is  the  specter  of  'Tinlandixa* 
tton''--Soviet  political  pressure  on  Wfnern 
Europe  by  virtue  of  having  more  tanks  and  men  in 
reserve  than  NATO— particularly  credible  As 
long  as  their  economies  hold,  statesmen  of  Europe 
are  unlikely  to  will  at  reports  of  Soviet  military 
strength  that  cannot  be  used  tn  battle  without  jeop- 
ardiiing  the  very  existence  of  the  Soviet  Union 
Since  the  actual  use  of  the  neutron  bomb  in  Europe 
is  implausible,  it  is  more  likely  to  be  used  else- 
where, and  indeed.  General  Alexander  Haig  has 
hinted  to  a  European  audience  that  such  a  capital- 
intensive  weapon  would  do  nicely  for  counierin- 
surgency  operations  in  the  third  world 


he  essence  of  centrist  thinking  on  arms 
transfer  is  that  no  customer  is  too  re* 
prestive  for  conventional  amu  aud  no 
friend  is  close  enough  to  be  trusted  with 
nuclear  weapons  We  are  told  that  the  world  will 
be  menaced  if  ^'craty  leaders"  like  Amin  of  Uganda 
or  Qaddafi  of  Libya  get  hold  of  nuclear  weapons, 
and  that  nonproliferation  U  an  essential  bulwark 
against  future  deterioration  of  the  international 
order  The  Carter  team  frantically  instructs  foreign 
leaders  to  forego  sales  of  weapons-prone  nuclear 
technology  (reprocessing  plants,  for  example).  But 
since  the  United  States  is  the  biggest  developer  and 
pusher  of  nuclear  technology  in  the  world,  Cyrus 
Vance's  sermons  are  likely  to  have  little  effect,  par* 
ttcularly  given  current  plans  to  modernixe  and 
expand  U  S  nuclear  weapons  systems.  The  Carter 
administration  is  also  considering  a  new  targeting 
plan  for  nuclear  attack  that  will  emphasize  links  to 
food  and  water  supplies  to  impede  "postattack** 
recovery. 

On  matters  like  these  f he  absence  of  fundamen* 
tat  ^^bate  is  almost  complete  The  debate  is  hmited 
10  such  topics  as  how  to  assure  nonproliferation 
goals,  whether  it  is  worth  losing  ihe  export  market 
in  nuclear  technology  for  the  sake  of  non-prolif- 
eration, and  whether  it  is  too  late  to  stop  nuclear 
proliferation.  What  is  missing  is  a  case  for  denu* 
ctrari^ation  and  demilitarisation,  based  on  the 
rrnumiation  of  nuclear  intimidation  as  an  instru- 
mr ni  of  forriKn  policy 
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c  are  also  at  a  ooMroadt  on  inter- 
national economic  policy.  The 
Carter  adminiatraiion  it  un%iriiiing  to 
make  any  lif  niflcant  concctaiom  to 

third  world  countries  on  trade  and  the  world 
monetary  lyiiem,  There  it  a  new  rhetorical  com- 
mitment to  a  **common  fund"  to  itabiliae  com* 
modify  pricet,  but  not  to  the  many  moderate 
proposal!  put  fonh  by  the  poor  countries  for  an 
international  arrangement  that  would  'TverM  the 
disaitroui  drchne  in  raw  commodity  prit  ^  relative 
to  manufactured  goodi 

The  debt  burden  of  the  poor  countries  is  increas- 
ing at  a  iiaggering  rate  The  U.S.  response  is  to 
propose  relief  for  private  banks  by  forcing  debtor 
countriei  to  refinance  through  International 
Monetary  Fund  and  World  Bank  loans.  These 
typically  impose  severe  austerity  measures  that  hit 
workers  hard.  Although  Sweden  and  Canada  have 
suppoited  debt  relief  as  an  essential  step  toward 
bringing  thr  intrrnational  economy  into  balance, 
the  (Jnitrd  States  is  adamantly  opposed  to  taking  < 
five  centuries  of  exploitation  into  account  in 
redriigning  the  rules  for  maintaining  international 
economic  ordrr 

Thr  nroconservativr  ronsensui  on  economic 
tsiupi  that  has  rmrrgrd  from  thr  pages  of  Commen- 
tary (which  takes  a  hard  linr)  and  the  work  of  the 
Tnlatrral  Commiiiion  (which  ii  somewhat  more 
accommodating  in  stylr)  can  be  fairly  summarized: 
the  United  States  ii  the  only  itabic  force  in  the 
world  Thr  prosperity  of  the  world  depends  on 
American  prosperity,  and  American  prosperity 
depends  on  giving  big  businei}  a  freer  hand  We 
cannot  afTurd  international  charity  and  giveaway 
programs  Feeding  the  hungry  ii  a  Utopian  goal 
We  should  apply  the  'lifeboat  ethic"  integrate 
those  who  can  abide  by  the  rules  into  the  world 
capitalist  economy  and  disclaim  responsibility  for 
the  rest  Hunger  and  poverty  are  natural  disasters, 
and  the  l.'nited  States  should  be  neither  so 
arrogant  nor  so  quixotic  as  to  take  responsibility 
for  v^hat  KOfs  on  in  the  third  world 

Where  the  capitalist  creed  works  (this  consensus 
continues),  we  will,  through  a  conibination  of 
private  investment  and  international  loans,  help 
\H}oT  (ouiirnes  \o  share  in  economic  growth  Where 
It  dorin  t,  we  will  explain  it  awav  by  pointing  to 
the  wasrefulnrsv  corruption,  and  inexperience  of 
most  third  w»>rlil  countries  I  he  wave  of  the  future 
IS  not  dem<H  r»i(  y  Politiral  and  spiritual  liberation 
are  impossible  in  a  world  of  scan  ity  Kven  m  the 
*ndustrial  countries  there  is  an  "excess  of 
denvMta<v  '  in  the  rest  <if  the  world  nulitari:.t 
regimes  are  inevitable.  tin<  e  there  are  no  other 
avaiiatile  "nnxleriii/ers  There  is  no  reason  t(^ 
iippr.iNf  thtitl  svi'ild  <inintries  out  of  fr.it  ^or  thr 
intlefiriitr  fmurr  thrse  toiintnes  arr  too  weak  to 
t  aunr  harm  i«»  atuufir  "itlirr  than  thrniseUes 

I  he  SiiNiri  I  rmm.      <  i»t<iinK  tn  »hr  nflu  lal  < on- 


sensus.  has  failed  to  become  a  model  or  inspiration 
for  the  third  ivorld;  it  now  sect  military  power  at 
the  only  way  to  expand  its  influence.  Therefore  the 
unending  arms  race  it  inevitable,  and  the  United 
States  must  keep  ahead,  matching  the  Soviets  mis- 
sile for  missile.  To  suggest  that  the  Soviets  have 
different  goals  or  that  American  restraint  might 
elicit  Soviet  rettraint  is  an  insidious  idea  rooted  in 
the  "culture  of  appeasement.** 

l_  _|  his  discuuion  obscures  a  fundamental 
I  I  crisis  in  contemporary  capitalism.  In 
I  I  reality,  the  Trilateral  countries  are  in- 
U  creasingly  caught  between  the  cconofnic 
need  to  maintain  profits  (to  keep  invettment  rata 
high  enough)  and  the  political  need  to raiK  welfare 
and  wage  payments  to  keep  the  population 
satisfied.  Such  an  underlying  tension,  at  a  time  of 
rising  energy  costs  and  rapidly  growing  popula- 
tion, produces  both  inflation  and  unemploymem 
throughout  the  industrial  world.  Naturally,  the 
center  refuses  to  acknowledge  the  structural  ittue; 
it  would  draw  into  question  the  legitimacy  of 
limiting  policy  choices  to  marginal,  piecemeal 
reforms.  And  just  as  naturally  the  right  calls  for 
hard-nosed  solutions  involving  downward  adjust- 
ment in  living  standards  for  the  poor.  That  %vould 
be  a  kind  of  Brazilian  solution  for  America:  keep 
wages  frozen  while  raising  profits,  thereby 
expanding  credit,  stimulating  investment,  and 
assuring  growth. 

In  short,  liberal  notions  that  have  strongly 
influenced  American  foreign  policy  in  the  postwar 
era  are  collapsing  under  the  weight  of  stubborn 
economic  crisis.  The  economy  of  every  advanced 
industrial  state  is  stagnant  Structural  unemploy- 
ment, the  direct  result  of  the  superfluity  of  an  ever- 
growihg  percentage  of  the  world's  population  in 
the  production  process,  is  a  problem  throughout 
the  nonsocialisi  world-  In  such  a  world,  global 
welfarism  is  an  anachronism.  The  benign  imperial 
vision  of  a  Franklin  Roosevelt  or  even  a  Lyndon 
Johnson,  usually  presented  as  the  "American 
responsibility"  to  reform  and  police  the  world, 
belongs  to  another  era  In  our  own  time  the  United 
States  can  no  longer  pretend  to  be  a  giant  above  the 
fray  It  is  a  participant —the  largest,  to  be  sure~ 
scramhiing  with  the  others  to  hold  on  to  global 
power  that  is  slipping  awa^  and  to  arrange  the  fast* 
changing  world  economy  in  such  a  way  as  to  keep 
Its  industrial  civilisation  going 

The  struggle  to  build  a  new  international 
economic  order— a  struggle  characterized  by 
int  reaMn^  conflu  ts  both  among  the  industrial 
countries  and  between  the  industrial  nations  and 
the  third  world  is  posing  critical  questions  for 
An.eruans  1  hr  radual  nationalism  of  many  third 
world  liberation  movements  has  given  way  to 
.iiith<iritarianism  and  militarism  throughout  Asia, 
Afrit. I    and  l.aim  America    The  result  is  that 
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propoiaU  to  ihifl  f<onomir  and  political  powrr- 
the  nrw  intfrnational  etonomic  agrnda  of  the  non* 
industriali/rd  hUx  will  not  mean  a  fairer  6\mn- 
bulion  of  goods  and  srrvkr»  mthtn  third  world 
lOriftir),  which  arc  oftrn  run  by  militaritrd  elite* 
for  thr  l>rnrfit  of  Uxal  landowners,  entrrprenrun, 
and  itaif  burfauirats  Yrt  a  fairrr  miernational 
economy  is  an  absolute  precondition  for  meeting 
basit  human  need*  around  the  world  and  giving 
subsume  to  the  rheinra  of  human  nght* 

Despite  that  rhrtorit',  and  despite  a  fev^  ideali^tK 
initiatives  such  as  the  Peace  Corps,  the  I'nitrd 
States  has  throv\  n  its  enormous  'ight  m  thr  world 
clearly  on  the  side  of  authoritarianism  under  the 
name  of  "stability  "  We  have  a  long  record  of 
stabilizing  antic omnuinist.  probusiness  regimes 
(the  Philippines.  South  Korea,  I'aiwan.  Brazil, 
etc  )  We  also  have  a  long  record  of  destabilizing 
nationalist  regin^es  that  seek  to  disengage  from  the 
international  capitalist  economy  just  enough  to  try 
domestic  reforms  aimed  at  redistributing  wealth 
Iran  (I9S^).  (iu.itemala  (iuyana  (1%4). 

Dominican    Repuhlu  Chile 
Jamaica 

The  nianagers  of  the  ofilc  lal  consensus  have  a  ' 
strong  it)telleclu<il  ami  political  investment  in  the 
myth  of  conliniiKv  the  belief  that  the  next  2S 
years  will  br  hke  the  last  2^  and  that,  therefore,  the 
fundanieiilal  polu  les  of  the  last  generjimn  can  be 
extended  o\er  the  li\es  of  our  c  hildren  We  do  not 
share  thesr  beliefs  I'he  risks  of  massive  debt 
default  leading  to  ecjinonuc  collapse,  the  human 
destructmn  (aiisril  bv  cruel  m\i\  hoprlr%s  austentv 
policies,  the  mtuintiog  nv.ilrv  among  thr  indus- 
trialized rounlrirs  as  e.u  h  seeks  to  export  ils 
economic  troubiei  to  the  others,  and  ,ibove  all 
nuclear  >is«u  all  these  tiangers  are  far  greater,  in 
ciur  view,  than  is  suggested  in  the  narrow  and 
largelv  me.ioingless  ilrb,itrs  on  foreign  p<^li<  v  and 
world  affairs  that  now  take  place  in  this  (ountry 

e  .t.T  inau«tir,ilsr^.g  in  thr  next  is-.ur 
of  \\'<>rkint(  Puf^r\  4  fc>runi  h>r  new 
thinking  on  foreign  policy  and  world 
affairs  I  hr  priioars  Um  us  o(  this 
new  dimrnsion  in  the  magazine  will  be  the  connec- 
tions between  forrmn  and  domestic  polu  v  We  will 
be  seeking  artic  lr\  that  illurninale  the  iiitrriMtiotial 
Iramework  VMtbin  whuh  doitiestK  reiorni  must 
evolve  We  hope  to  niakr  Worktm^  f*fif'ff\  a  place 
vsherr  jirat  tit  ,d  positur  nlr,js  lor  developing  a  nrw 
conception  of  \nirric  a  s  role  in  the  world  can  f»p 
explorrcl  In  this  effort  wr  vsill  take  a  hard  IcH^k  at 
sornr  of  tfie  i  ontlic  fs  th.it  .or  niirrging  betwern  thr 
interests  ol  American  workrrs,  wc>rkers  in  other 
industrialized  countries,  and  workers  in  the  th  »-(l 
vsorld 

Hut  moip  than  a  bard  ltM>k  is  recpiireci  i  hose 
whobehrvr  that  thr  l  iiiteel  St,urs  nreds  some  fun- 
datnenlal  th.in^rs   m   ?fir   v\  u    wr   ortf.oii/*'  our 


ei  onorny,  in  the  way  we  manage  and  distribute  our 
resources,  and  m  other  major  areas  of  domestic  life 
have  an  obligation  to  develop  alternative  inter- 
national policies  -policies  that  are  conitsieni  with 
tfir  i^lobal  realities  of  the  age  we  are  entering  and 
that  can  make  possible  the  domestic  reforms  we 
seek  Interdepetidence  is  now  a  cliche,  but  the  idea 
has  scarcely  penetrated  practical  politics.  No  city 
offic  lal  or  IcK  al  political  group  can  formulate  alter* 
native  plans  foi  an  American  community  without 
seeing  that  community  as  part  of  a  global  com* 
munitv  There  is  no  longer  an  American  economy 
that  c  an  be  suc  cessfully  managed  except  as  part  of 
a  global  ecoiiomv  Ihe  price  of  bread  in  the  Icx^al 
supermarket  will  more  and  more  depend  upon 
whether  the  people  of  Africa  and  \sia  can 
reorganize  themselves — or  better,  perhaps,  be  per« 
nutted  to  reorganize  themselves —to  be  self- 
suflic  irnt  in  agriculture  Inc reasingly  our  own 
welfare  is  becoming  ine^tricably  tied  to  the  welfare 
of  the  rest  of  the  world,  often  in  complex  and  con- 
Iradictory  ways  The  human  community  is  no 
longer  a  philosopher's  dream  For  many  purposes 
It  IS  the  only  practical  political  unit  within  which  to 
I  address  problems  of  organizing  scxiety 

Wr  will  seek  articles  that  make  several  kinds  of 
contributions 

•  case  studies  incpiiries  into  specific  foreign 
pctlicy  cfuestions  that  develop  a  critique  of  centrist 
thinking  and  outline  a  progressive  alternative  For 
example,  explorations  of  V  S  policy  toward  Korea, 
S<Hith  Afric  a,  Iran,  or  N.\ TO 

•  linkage  studies  inc^uiries  into  the  relation  be* 
tween  domestic  political  forces  and  L*  S  foieign 
p(»lu  V,  and  betvseen  I'  S  polu  les  and  their  impacts 
*>n  foreign  sck  leties,  that  clarify  contemporary 
strategies  and  offer  practical,  progressive  alter- 
nati\  rs 

•  structural  studies  inquiries  into  the  global- 
managerial  and  imperial  role  of  the  Cnited  States, 

and  how  that  ro!r  constrains  foreign  policy  choices, 
thr  arms  rat  r.  and  militarism  as  an  internatiotial 
s>  strni 

•  lr,insiticwi  and  reform  studies  in<juiries  into  the 
[irospec  ts  for  transforming  America's  global  role  in 
nonimperial  directions,  as  well  as  inquiries  into  a 
new  I  S  foreign  polu  y  based  on  creating  an 
ecjuilable,  ecologically  viable,  humane,  and 
durable  system  of  world  order 

I  hrsr  t  ategortes  are  not  meant  to  be  exhaustive. 
We  will  be  receptive  to  anything  that  moves  in 
humane  direc  tions.  that  challenges  the  banalities  of 
tfir  curirnt  lonsrnsus,  and  that  improves  the 
intellectual  resources  of  those  in  this  country  and 
abroad  who  believe  that  a  progressive  American 
foreign  policv  IS  both  possiblr  and  necessary  We 
intend  this  essav  as  an  invitation  to  like>mtnded 
citizens  throughout  the  world  to  join  us  in  these 
endravcus  ■ 


Debate  Profobition  Oke 

Rrsoiaei)  That:  Tiik  Uxitkd  Statks  Shoild  Sionificantly 
CiiAXOK  Its  Foreign  Trade  Policy 

U.S.  foreign  trade  policy  is  at  an  imiKirtant  crossroads.  On  the  one 
hand,  the  iinpendinjjf  conchision  of  the  Tokyo  Round  of  the  Multi- 
lateral Trade  Ni'^gotiations  marks  an  ambitious  effort  to  establish  a 
freer  world  trade  regime.  The  attempt  to  reduce  barriers  to  trade  co- 
incides with  a  general  trend  toward  greater  economic  interdependence 
among  most  countries.  At  the  same  time,  there  are  demands  on  the  gov- 
ernments of  many  countries,  including  the  United  States,  to  halt  or 
reverse  the  trend  of  dependence  and  erect  greater  barners  to  trade. 
U.S.  ix)licy  makers  an^  being  lobbied  to  imi>ose  restrictions  on  imports 
in  onler  to  protect  various  domestic  economic  industries  and  jobs.  Pro- 
tectionist sentiments  have  Iwen  heightened  bv  recurrent  U.S.  balance- 
of -trade  deficits.  The  trade  deficits  have  also  focused  attention  on 
U.S.  export  policy,  particularly  on  government  programs  designed  to 
stinmlate  U.n.  exports. 

The  foreign  policy,  national  security  and  other  non-economic  impli- 
cations of  trade  are  also  increasinglv  miportant  issues.  In  a  number  of 
cases,  U.S.  foivign  trade  policy  1ms Tbeen  diverted  from  the  basic  trend 
toward  freer  trade  in  order  to  acconunodate  alternative  social  and  po- 
litical goals.  Prominent  exann)les  are  various  U.S.  laws  which  restrict 
trade  with  rommunist  countries  and  with  other  countries  which  have 
foreign  or  domestic  j>olicies  considered  inimical  to  U.S.  interests. 

The  following  articles  provide  background  on  some  of  the  impor- 
tant trade  issues  now  Ixnng  addressed  by  U.S.  policy  makers. 
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CharksRKhuMerffr 

U&  FOREIGN 
EGONOdlC  POLICY, 
1776.1976* 


.fllLt  it  tempting  to  view  the  evolution  of  U  S.  foreign  economic  policy  from  1776 
to  1976  at  one  from  isolationism  to  participation  to  leadenhip  of  the  world  eco- 
nomic system,  a  process  now  starting  to  show  signs  of  reversal.  In  terms  of  the 
theory  of  private  and  public  goods,  this  country  for  some  170  years  looked  after  its 
^  rivate  national  interest,  then  spent  a  quarter  of  a  century  playing  a  leadership 
role,  pursuing  at  the  same  time  what  it  conceived  as  the  public  international  inter- 
est,  before  exhausting  itself  and  perhaps  turning  back  exclusively  to  its  own  affaire.* 
Or,  in  Albert  Hirschman's  brilliant  niodel  of  relatione  within  aocial  groupings,  the 
country  hu  moved  from  "exit**  to  "teyalty"  to  %oice**— first  a  participatory  voice 
and  then  the  voice  of  command — and  may  be  again  heading  for  the  exit.* 

But  such  themes  would  be  too  simple.  The  country  is  not  a  unified  actor  with  a 
single  set  of  purposes,  but  an  amalgam  of  shifting  interests  which  engage  cus- 
tomarily in  ambiguous  compromises.  Economic  foreign  policy  may  be  gbbal  or  may 
make  distinctions  among  regions  (North  America,  Europe,  Latin  America,  Asia, 
Australasia  and  most  recently  Africa);  among  functions  (trade,  money,  capital  and 
aid  transfers,  migration,  not  to  mention  foreign  growth  and  integration).  At  any 
one  time  there  are  complex  trade-offs  anK>ng  various  national  and  international 
interests  rather  than  any  one  dominating  the  others.  There  is  likely  to  be  a  hi^ 
positive  correlation  among  policies  regarding  different  aspects  of  the  country's 
economic  relations  with  the  rest  of  the  world;  nonetheless,  there  is  no  eKape  from 
detailed  description  and  analysis. 

Our  interest  attaches  principally  to  the  recent  past.  I  propose  first  to  sketch  the 
period  to  World  War  I  rapidly.  Thereafter  follow  sections  dealing  separately  with 
the  1920s,  the  Depression,  the  years  following  World  War  II  through  the  l96oe, 
and  then  from  about  1968  to  the  present.  A  brief  section  concludes  with  reflections 
on  the  prospects  now  facing  both  the  United  States  and  the  world. 

11 

The  American  Revolution  represented  not  so  murh  a  withdrawal  from  Euro- 
pean and  especially  British  life  as  an  insistence  on  relating  to  Europe  on  different 
terms  from  those  decreed  by  British  decision.  The  Navigation  Acts  which  deter- 
mined where  and  how  colonial  shipping  could  be  used,  taxation  from  Whitehall,  im- 
pressment of  colonials  as  Siilois  m  the  British  Navy — all  were  economic  as  well  as 

»  Mancur  OI»on,  The  L90tc  •/  C^iiraivf  Actipn:  Fuhlic  G^^dt  ^nd  the  Tkwf  •/  Cfupt. 
Cambridgt:  Harvard  rniveriity  Preit,  196s 

»S«e  Albert  O.  Hirtchman,  Emu,  r9i<e  0nd  L9yUf:  Ritp9ntii  f  Ditlim  in  Firms,  Orgsni' 
0md  St0tn,  Cambridge:  Harvard  University  Freu,  1970. 
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political  iMucj  m  which  colonial  intcrciti  were  threatened  by  imperioui  decisions 
•t  a  distance.  The  liolationism  of  Washington's  Farewell  Address  (1796)  and  the 
Monroe  Doctrine  ( 1813)  came  later,  with  a  revulsion  against  the  Napoleonic  Wars 
over  niore  than  ao  years— wars  that  incidentally  enabled  the  struggling  nation  first 
to  win  its  military  independence  and  second  to  conduct  its  economic  affairs  indepen- 
dently.  *^ 

But  the  nation  had  little  in  the  way  of  a  unified  national  interest.  The  Constitu- 
tion  of  1789  prohibited  export  taxation,  deliberately  foreclosing  the  possibility  that 
central  government  could  hurt  the  interests  of  an  exporting  state  through  taxing  its 
output  sold  abroad.  The  idea  originated  not  from  the  free  trade  of  Adan  Smithes 
^folth  of  Natiofii  of  1776  but  in  earlier  Physiocratic  doctrine,  which  Smith  also 
embraced.  "Laissex  faire,  laissei-passer"  was  a  French  agricultural  doctrine  to  free 
food  for  exports,  as  opposed  to  the  doctrine  of  supply  which  would  keep  it  at  home 
for  domestic  consumption.  The  latter  echoes  today  in  embargoes  on  steel  scrap, 
peeler  logs,  soybeans,  wheat  and  the  like. 

In  the  absence  of  export  taxes,  federal  revenues  came  largely  from  duties  on  im- 
ports. The  Continental  Congress  levied  a  tarifl  of  five  percent  "for  revenue  only'' 
across  the  board.  Debate  followed  almost  immediately,  Madison  and  Jefferson, 
from  Virginia,  wanted  low  tariffs  to  expand  export  trade  through  buying  imports 
freely.  Massachusetts  and  Pennsylvania  sought  protection  for  manufacturing.  The 
tariff  of  1789  was  a  moderate  compromise,  with  five  percent  duties  in  general  ex- 
cept for  rates  ranging  up  to  15  percent  on  a  limited  list  of  manufactures.  Alexander 
Hamilton  s  well-known  ••Report  on  Manufactures"  of  1792  did  not  aff*ct  the  course 
of  eventJL* 

More  significant  was  the  Embargo  of  December  1807,  precipitated  by  British 
impressment  of  American  seamen.  That  Embargo,  the  Non-Intercourse  Act  of 
1809,  and  war  with  England  in  181 2  produced  substantial  change  in  the  course  of 
economic  development.  War  is  the  ultimate  protective  tariff.  Embargo  and  war 
stimulated  the  cotton  and  woolen  textile  mills  of  New  England  and  the  iron  found- 
ries of  Pennsylvania  With  the  restoration  of  peace,  the  tariff  question  became 
acute.  It  was  a  matter  not  of  procreating  infant  industries,  but  of  preventing  in- 
fanticide. Agriculture  was  preoccupied  with  supplying  Europe  with  grain,  cotton 
and  tobacco  after  the  Congress  of  Vienna,  and  did  not  immediately  resist;  it  began 
to  do  so  after  the  fall  of  European  agricultural  prices,  and  the  passage  of  the  Corn 
Laws  in  Britain  in  1819  Tariffs  were  raised  further  in  1824,  but  after  the  •'tariff 
of  abominations"  of  1828  reaction  set  in.  Early  in  the  1830s  some  duties  were 
lowered,  and  in  1833  the  Compromise  Tariff  produced  a  more  general  reduction. 
I  hit  this  was  foilowed  by  the  depression  of  1837— a  result  of  the  expansion  of  the 
bank  credit  by  the  Second  Bank  of  the  United  States— led  to  the  Whig,  later  Re- 
publican, view  that  tariff  red'ictions  spell  depression. 

In  this  period— and  indeed  until  the  last  40  years— the  tariff  was  a  domestic 
issue  only  Higher  duties  in  1842  and  reductions  in  1846  and  1857  were  unrelated 
to  thf  free  trade  movement  under  way  m  Europe.  Led  by  Britain,  which  rational- 
ized tariffs  in  the  1820s  and  1830s  before  dismantling  the  Corn  Laws  and  the  Nav- 
igation Acts  in  the  1H4OS  and  freeing  the  export  of  machinery,  the  Continent  moved 
to  tariff  reduction  on  a  reciprocal  basis  during  the  boom  of  the  1850$,  but  especially 
after  the  Anglo-French  ( Cobden-Chevalier)  Treaty  of  i860.  British  leadership  in 

*  Krink  \V    l  auii.g.  Tang  Hutory  #/  tkt  Intud  StaUt,  Sth  ed.  New  York   CJ  P.  Pjtnim  i 
Son*,  igjr,  p  is 
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the  movement  was  important,  as  wis  the  ideological  character  of  certain  free-trade 
forces  under  the  influence  of  the  economic  doctrines  of  Smith,  Ricardo  and  Mill. 

Canada  was  sharply  affected  by  the  repeal  of  the  Corn  Laws  and  the  Navigation 
Acta,  and  tome  Montrealers  contemplated  annexation  to  the  United  States  A  less 
far-reaching  remedy  was  found  in  reciprocal  trade  in  natural  products  in  a  treaty 
of  i8s4«  The  special  economic  status  of  Canada,  between  the  United  States  and 
Britain  and  having  particular  relations  with  each,  remained  an  issue  for  tl  e  rest  of 
the  period. 

While  the  United  States  was  largely  absorbed  in  iu  own  afFairs,  many  of  those 
affairs,  or  those  of  constituent  parts  of  the  country,  involved  foreign  economic  ques- 
tions. The  Louisiana  Purchase  of  1803 — financed  by  a  loan  issued  in  Amsterdam — 
riveted  the  attention  of  the  Middle  West  briefly  on  Europe,  from  which  it  turned 
again  on  a  heightened  basis  to  exploration,  Indians,  land  settlement.  New  York 
merchants  and  financiers,  New  England  shipbuilders  and  traders,  Southern 
planters,  canal-builders  and  railroaders  all  had  eyes  on  European  markets.  In  trans- 
portation, the  United  States  pioneered  in  fitting  steam  engines  to  ships:  in  the 
hner,  or  scheduled  vessel  that  sailed  each  Saturday  whether  it  had  a  full  cargo  or 
not,  and  in  clipper  ships.  Cotton-growing  in  the  South  exploded  in  the  1820s  and 
1830s,  and  moved  rapidly  inward  from  the  sea  islands  and  the  coastal  belt  to  the 
Gulf  states  and  across  the  Mississippi.  New  York  bankers  established  branches  in 
Liverpool  (later  moved  to  London)  to  finance  the  movement  of  staples  eastward 
and  of  a  wide  variety  of  goods  westward.  The  First  Bank  of  the  United  States  sold 
shares  abroad,  and  the  Second  Bank  borrowed  in  London  on  bullion. 

With  the  rise  of  shipping  came  an  upsurge  of  immigration,  initially  from  Britain 
and  Scandinavia,  and  after  the  disastrous  crop  failure  of  1846,  in  a  flood  from  Ire- 
land and  Germany.  (An  American  myth  holds  that  the  Germans  who  flowed  to 
these  shorjs  after  1848  were  moved  by  conscience  in  revolt  against  monarchical 
repression  and  military  conscription.  The  Carl  Schurzes  among  the  migrants,  how- 
ever, numbered  several  hundred  out  of  hundreds  of  thousands.)  Industrialization 
in  Britain,  Germany  and  Scandinavia  after  mid-century  slowed  down  the  flow  of 
overcrowded  peasants  from  these  sourcci;. 

In  the  1 880s,  however,  there  developed  an  entirely  new  economic  interaction  be- 
tween  the  United  States  and  Europe.  Up  to  that  time  the  farms  of  the  New  World 
had  furnished  largely  exotic  foods  and  mateiials  not  produced  on  a  large  scale  in 
Europe— cotton,  tobacco  and  sugar.  But  after  the  Civil  War,  the  opening  up  of  the 
Northwest  Territories,  with  40  acres  and  a  mule  for  war  veterans,  made  possible 
dramatic  increases  in  grain  production,  while  newly  constructed  railroads  and  iron- 
clad, steam-powered,  »crew-propeller  ships  became  available  to  move  the  grain  to 
Europe.  Along  with  similarly  stimulated  supplies  from  Canada,  Australia,  Argen- 
tina  and  the  Ukraine,  the  new  flow  led  to  a  drastic  fall  in  the  price  of  wheat  in 
Europe,  and  uprooted  a  vast  army  of  peasants  and  landless  workers  in  Southern 
and  Southeastern  Europe— who  poured  into  the  steerage  holds  of  ships  bound  for 
Ellis  Island  and  New  York. 

Limitation  of  immij^ration  of  '"undesirables,"  including  the  ill,  convicts,  and  Ori- 
ental "slave  labor,"  had  been  undertaken  in  the  United  States  in  1862  and  1875.  In 
1885  an  attempt  was  made  to  stem  the  flow  from  Europe  through  a  ban  on  con- 
tract labor  There  was,  however,  no  stopping  the  flood  of  workers  who  came  indi- 
vidually and  without  work,  looking  for  a  new  chance.  The  strong  tradition  of  the 
United  States  as  a  place  of  asylum  for  the  oppressed  of  Europe  prevented  the  pas- 
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M|e  of  any  effective  Icgiilation  to  limit  immigration,  luch  ai  by  a  requirement  of 
ability  to  read  and  write  Engliih. 

Moreover,  immigration  from  Europe  met  a  critical  need  in  the  American  growth 
procesi.  In  Europe,  economic  growth  to  a  considerable  extent  wai  achieved  through 
what  IS  called  the  (Sir  Arthur  1  Lewii  tnodtl  of  ••growth  with  unlimited  supplies  of 
labor,  hardly  diitinguiihable  from  the  Marxian  "reterve  army  of  the  unempbyed." 
Unlimited  luppliei  of  labor  off  the  farm  held  down  wages,  railed  profiti,  led  to  re- 
investment  of  profits  and  sustained  growth.  In  the  United  States,  early  growth 
came  from  unlimited  supplies  of  land  which  furnished  a  good  livelihood  to  inde- 
pendent farmers.  When  manufacturing  began  to  flourish— mainly  becaule  of  the 
spillover  of  demand  from  affluent  agriculture  and  only  partly  as  a  response  to  pro- 
tectio.iiit  tariff  policies— the  massive  infusion  of  labor  sustained  the  process. 

A  high  land-labor  ratio  from  the  beginning  meant  high  wages,  and  high  wages  in 
turn  predisposed  American  manufacturers  to  labor-saving  invention.  Eli  Whitney 
responded  with  the  cotton  gin,  which  made  possible  the  expansion  of  the  cotton 
crop  and  of  British  and  New  England  cotton-textile  industries.  He  further  per- 
fected mterchangeable  parts.  The  Colt  revolver,  the  McCormick  reaper,  the  Singer 
sewing  machine,  and  the  typewriter  were  among  the  labor-saving  devices  which 
poured  forth  from  Yankee  ingenuity.  They  quirkly  led  ;o  manufactured  exports 
and  subsequently  to  subsidiary  factories  abroad.  The  roots  of  the  multinational 
corporation  in  manufacturing,  usually  thought  of  as  a  product  of  the  jet  aircraft 
and  transatlantic  telephone  loo  years  later,  stretch  back  virtually  to  the  middle  of 
the  nineteenth  century.  The  Colt  revolver  and  the  McCormick  reaper  scored  sue- 
cesses  at  the  Crystal  Palace  Exhibition  of  1851  and  the  Paris  Exposition  of  iSsS- 

Finance  had  gone  abroad  as  a  handmaiden  of  trade  long  before  manufacturing. 
Industry  and  the  states  of  the  Republic  had  borrowed  in  foreign  financial  centers 
since  the  1820s,  and  had  chalked  up  a  substantial  record  of  default  and  failure.  The 
role  of  the  federal  government  in  these  matters  was  small  until  the  1840s,  when  the 
first  borrowmg  of  consequence  since  the  Revolution  was  undertaken  to  finance  war 
with  Mexico.  Pcabody,  Seligman,  Morgan,  Drexel,  and  other  less  illustrious  names 
gradually  shifted  their  overseas  operations  from  trade  to  investment  banking  more 
generally. 

In  rr-jnetary  affairs,  the  United  States  sought  to  adhere  to  bimetallism,  and  then 
to  the  gold  standard,  although  its  finances  seemed  chaotic  in  the  view  from  Euro- 
pean centers,  as  speculative  excess  led  to  boom  and  bust,  mania  and  panic,  espe- 
cially in  1836,  1857.  1872,  1893  and  1907,  which  sent  shock  waves  reverberating 
back  to  Liverpool,  London,  Paris,  Amsterdam  and  Hamburg.  It  was  necessary  to 
suspend  specie  paynents  and  to  issue  greenbacks  during  the  Civil  War,  resulting 
in  depreciation  of  the  Union  dollar— though  to  nothing  like  the  extent  of  Confed- 
erate  money  or  the  Continental  currencies.  After  the  war,  the  question  was  merely 
one  of  when  to  resume  specie  payments,  and  how.  Resumption  was  achieved  in 
1H79  An  important  change  ha.l  been  mad  in  1873.  when  the  flood  of  silver  from 
N'^vada  after  18^*9  depressed  its  price.  A  continuous  preoccupation  since  the  Coin- 
age Act  of  1792  had  been  to  get  the  ratio  of  silver  to  gold  right,  so  as  to  thwart 
Gresham's  Law  that  overvalued  money  drives  undervalued  out  of  circulation.  Up 
to  the  1S30S,  when  the  United  Stales  ratio  was  15  of  silver  to  1  of  gold  to  the  gen- 
eral Furopean  ratio  of  i;,  5  to  i,  the  country  gamed  silver  and  lost  gold.  In  1834 
and  1837  the  ratio  was  changed  to  16  to  1.  By  1872.  however,  16  to  1  was  too  high 
a  value  for  silver,  and  bimetallism  was  then  aband<»ned  in  favor  nf  gold,  to  the  dis- 
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trtM  of  Populiiti  for  the  reit  of  the  century. 

Tiriff  policy  at  thii  time  waa  dominated  by  fiscal  coniiderationi.  When  the 
Treaiury  wai  pmched,  ai  in  1861  during  the  Civil  War,  tarilTi  were  raised;  when 
revenue  wu  ample,  as  in  187a,  lowered.  But  by  1890,  as  a  result  of  depression,  the 
R^Kinley  tariff  raised  rates,  especially  on  wool  and  sugar,  only  to  have  the  act  of 
1894  under  President  Cleveland  partly  reverie  the  result,  largely  on  the  basis  of  the 
charge  that  it  had  been  produced  by  **trusts."  The  18901  were  a  period  of  trust- 
busting  and  opposition  to  monopoly.  Action  against  trusts,  however,  stopped  at  the 
water's  edge.  No  action  was  taken  against  the  collaboration  of  large  American  firms 
With  one  another  or  with  foreign  firms  in  foreign  markets,  except  insofar  as  they 
conspired  to  restrain  competition  in  the  U.S.  market. 

By  the  turn  of  the  century,  the  United  States  was  beginning  to  move  away  from 
an  isolationist  parochialism  to  a  role  in  world  society.  As  early  as  1853*54,  Com- 
modore  Perry  had  opened  up  Japan  to  American  and  European  shipping  and  trade. 
When  the  Berlin  Conference  of  1885  among  the  European  powers  accelerated  the 
pace  of  imperialistic  acquisition,  the  United  States  became  restive.  In  1898  the  ex- 
plosion  of  the  MaifU  in  Havana  harbor  provided  an  excuse  for  a  war  against  Spain 
in  which  Cuba,  among  others,  obtained  its  independence,  but  Puerto  Rico  and  the 
Philippines  became  United  States  protectorates.  In  the  chaos  which  followed  libera- 
tion, American  investors  (trusts?)  acquired  major  properties  in  Cuba,  especially 
the  Isle  of  Pines,  in  an  episode  which  recalls  the  carpetbagging  in  the  South  during 
the  Reconiiruciion  after  the  Civil  War.*  Fearful  of  being  left  behind  by  European 
powers,  the  United  States  sought  an  open  door  in  China.  The  beginnings  of  foreign 
aid  may  be  found  in  U.S.  use  of  its  share  of  the  indemnity  required  of  China  after 
the  Boxer  uprising  of  1900  for  charitable  work  in  China. 

The  sharp  depression  of  1907  raised  questions  about  the  efficacy  of  the  national 
banking  system  established  in  1863.  No  longer  completely  self-sufficient,  the  coun- 
try established  the  Aldrich  Commission  which  reviewed  banking  legislation  in  other 
countries  to  study  how  to  improve  banking  organization.  Senator  Aldrich  also  gave 
his  name  to  the  Payne-Aldrich  Tariff  of  1909  which  raised  tariffs  to  their  highest 
point  in  the  history  of  the  country  before  World  War  I.  Democratic  victory  in  191 2 
with  the  election  of  President  Wilson  brought  the  passage  of  both  the  Federal  Re- 
serve Act  and  the  sharply  reduced  Underwood  Tariff  of  1913.  The  Payne-Aldrich 
Act  was  sjid  to  favor  trusts,  and  to  have  produced  depression  in  1910. 

Up  to  19x4,  dominant  economic  issues  were  argued  in  terms  of  domestic  interests 
m  a  world  taken  as  given,  which  U  S.  action  did  little  to  affect,  rather  than  in  terms 
of  economic  theory  or  foreign  lelations.  The  British-dominated  international  eco- 
nomic system  served  American  interests  well.  The  country  could  afford  to  be  loyal 
to  that  system,  despite  the  claims  of  Southwestern  farmers  and  Western  miners 
that  it  depressed  prices.  Gold  in  California  in  1848,  i^ilver  in  Nevada  in  1869,  the  ex- 
pansion of  wheat  acreage  in  the  x870«,  and  the  bubbles  followed  by  bursts  through- 
out the  century  from  1815  to  19x4  affected  the  system  in  ways  we  chose  to  ignc^e. 
That  was  the  business  of  someone  else — perhaps  in  London  America  did  what  it 
did.  Feedback  toother  nations  was  ignored. 

Ill 

World  Wir  I  changed  the  entire  position  of  the  United  States  in  the  world  econ- 

*  Sff  Carlos  F  Hiii  Alfjindro,  "Direct  Forfijrn  Invfttmfnt  in  Latin  Amfrica,"  in  Thf  Inter^ 
imtfnMi  C^fpof^ktfm,  f(J  C  P.  Kindlfbtrjfr,  Cambridgf :  MIT  Prftt,  1970,  p  jai 
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ooiy.  According  to  economic  analyiii  a  country  prof rettei  through  a  series  of 
stages:  young  debtor,  mature  debtor,  young  creditor  and  mature  aeditor.  The 
United  Statei  went  from  the  firit  to  the  fourth  in  three  years,  from  1914  to  1917. 
Assembly-line  methods  deviled  by  Henry  Ford  just  prior  to  the  war  were  expanded 
to  produce  equipment  and  munitions  for  the  Allied  powers  of  Europe  and  for  the 
United  States  itself.  Based  on  the  Federal  Reserve  System,  the  financial  apparatus 
of  the  country  grew  m  parallel.  J.  P.  Morgan  f.  Co.  financed  British  and  French 
private  borrowmg  in  the  United  States,  and  served  as  fiscal  agent  in  supporting  the 
pound  and  franc  in  foreign-exchange  markets.  In  the  end,  the  U.S.  government 
Itself  undertook  to  finance  Allied  borrowing  in  dollars,  especially  those  for  consump- 
tion and  reconstruction  in  191 8  and  1919. 

Revisionist  historians  maintain  that  the  entry  of  the  United  States  into  World 
War  I  was  a  continuation  of  the  imperialist  policies  of  the  turn  of  the  century,  and 
of  the  expansion  of  American  trusts  into  overseas  markets  needed  to  sustain  the 
rate  of  profit  at  home.  These  policies  are  thought  to  have  been  motivated  by  the 
Eastern  establishment's  desire,  conscious  or  unconscious,  to  take  over  world  eco- 
nomic domination  from  the  City  of  London  and  other  European  economic  power 
centers.  The  U.S.  government  is  said  early  to  have  sought  the  expansion  of  over- 
seas banking  in  order  to  push  the  use  of  the  dollar  in  world  trade  and  finance.*  The 
theory  suffers  a  logical  flaw.  Aggressive  economic  designs  would  have  been  more 
readily  achieved  by  staying  aloof  from  the  battle,  remaining  "too  proud  to  fight.*' 
The  simpler  and  naive  purpose  of  "saving  the  world  for  democracy"— a  non-eco- 
nomic motive — better  fits  the  facts  and  the  logic. 

Saving  the  world  was  one  thing;  keeping  it  saved  was  something  else.  President 
Wilson  had  plans  for  remaining  involved  in  European  and  world  affairs.  They  were 
not  widely  shared.  The  United  States  refused  to  ratify  the  Treaty  of  Versailles,  to 
accept  reparations,  or  to  join  the  League  of  Nations  with  its  Economic  and  Finan- 
cial Department  to  worry  about  world  economic  questions.  It  did,  however,  join  the 
International  Labour  Organisation,  established  at  Geneva  in  response  to  a  proposal 
of  the  British  trade  unionist,  Albert  Thomas,  and  did  cooperate  with  the  League 
on  a  wide  number  of  issues.  General  commitment  to  participate  in  the  world  polit- 
ical and  economic  system  was  withheld. 

The  war  interrupted  a  wave  of  immigration  which  had  reached,  on  a  gross  basis, 
one  million  persons  in  1913.  In  1917  an  Immigration  Act  was  passed  after  long  de- 
bate, and  over  the  veto  of  President  Wilson,  providing  that  immigration  be  based 
on  quotas  conforming  to  national  origins  of  the  existing  population.  This  restricted 
immigration  from  Southern  and  Southeastern  Europe  in  favor  of  the  Northern 
and  Western  sections  In  1921  and  1924,  overall  quotas  were  reduced.  The  action  is 

•  Piul  P  Ahrahamt.  "The  Foreign  txpaniion  oi  American  Finance  and  iti  Relation  to  the  For- 
9igt\  Fco.»omic  Policies  of  the  I  nited  Statei,  1907-19J1,"  Ph  D.  diiierialion,  Uoiveraify  of 
WiKontin,  1967,  p  t4  A  lomevvhat  premature  expreiiion  of  financial  aggreiaion  ia  coDiaioed 
in  a  iiatement  of  the  Sf%v  York  HfralJ  in  ao  ilj7  iwue:  "Each  panic  hai  reaulud  in  making 
the  City  of  New  York  the  centre  of  ft.iai.ce  and  trade  for  thii  continei.t.  In  it]7  it  atood  on  a 
sort  of  struggling  emulahon  with  Philadelphia  and  Boilon  .  .  .  The  rivalry  between  New  York 
and  other  citiei  hat  c^aied  The  late  atruggle  of  it $7  wai  in  great  degree  b«twten  New  York 
and  London,  and  hai  terminated  in  the  advantage  of  the  former  city.  And  the  lime  mual  not 
ere  long  arrive,  when  New  York,  not  London,  will  become  the  financial  centre,  not  only  ol  the 
New  Worlil,  but  alto  to  a  great  eitent.  of  the  Old  World  See  D  Morier  £vana»  Tk£  HitUrf 
«/  thf  C^mmernal  Crtttt,  tSs7~$S  •nd  iht  Strnk  .z^chtnge  Pantc  •/  j8S9  (itsv),  reprinted  New 
York   Keliey.  1969.  pp  iiS^U- 
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ttneraily  ascribed  to  trade-union  deiire  to  limit  the  workforce  and  preserve  wage 
gains  achieved  during  the  war.  More  fundamentally,  the  motivation  was  socio- 
political rather  than  economic,  reflecting  widespread  concern  that  it  would  be  dif- 
ficult socially  to  absorb  the  vast  numbers  of  would-be  immigrants  backed  up  in  the 
countries  of  supply. 

The  most  serious  economic  issues  arising  from  the  war  dealt  with  reparations  and 
war  debts.  Having  been  strengthened  economically  rather  than  hurt  by  war^  the 
country  refused  to  accept  reparations,  but  insisted  on  being  repaid  by  its  Allies  for 
war  and  postwar  loans.  It  further  maintained  that  war  debts  and  reparations  were 
unrelated,  contrary  to  French  and  British  positions,  the  latter  expressed  in  the 
Balfour  Note  of  August  1922.  Not  until  the  Hoover  moratorium  of  June  193 1  was 
thi.  connection  acknowledged;  and  even  after  reparations  had  been  buried  at  Lau- 
sanne in  July  1932,  Hoover  in  1932  and  Roosevelt  in  1933  continued  to  try  to  col- 
lect war  debts. 

The  United  States  played  a  role  in  reparations,  however,  through  private  indi- 
viduals. When  the  Versailles  arrangements  broke  down  after  the  German  inflation 
and  after  the  occupation  of  the  Ruhr  by  Belgian  and  French  troops^  Charles  G. 
Dawes  served  in  1923-24  as  chairman  f '  a  commission  to  write  a  new  plan.  The 
conventional  wisdom  has  held  that  Dawes  was  simply  American  window-dressing 
for  a  staff  plan  drawn  up  by  British  civil  servants,  but  this  is  now  known  to  be 
oversimplification.  One  British  aim  in  the  Dawes  Plan  was  that  the  revised  Reichs- 
bank  should  hold  foreign  exchange,  that  is,  pounds  sterling,  among  its  reserves.  On 
U.S.  insistence  the  Dawes  Plan  specified  that  Reichsbank  reserves  be  held  in  gold — 
an  echo  of  a  controversy  between  France  and  the  United  States  forty-plus  years 
later  but  with  the  U.S.  role  reversed.* 

By  1930,  when  Owen  D.  Young  served  in  a  similar  capacity  on  a  revised  repara- 
tion scheme,  U  S.  involvement  in  European  financial  questions  was  complete.  While 
much  of  the  attention  of  government  was  focused  on  domestic  problems — the 
Florida  land  boom,  the  rise  of  the  automobile  industry,  and  the  decline  in  agricul- 
ture— Eastern  finance  was  being  drawn  into  world  affairs.  The  Dawes  Plan  pro- 
vided for  issuance  of  a  loan  for  Germany.  The  New  York  tranche  (or  slice)  was 
oversubscribed  n  times  and  gave  a  sharp  stimulus  to  foreign  lending  generally.  The 
Agent-General  for  Reparations,  established  under  the  Plan^  was  S.  Parker  Gilbert^ 
formerly  of  J.  P.  Morgan  k  Co. 

During  the  1920s,  moreover,  Benjamin  Strong,  the  President  of  the  Federal  Re- 
serve Bank  of  New  York,  was  often  called  upon  to  arbitrate  the  central-bank  quar* 
rels  of  Europe,  largely  between  Montagu  Norman  of  the  Bank  of  England  and 
Emile  Moreau  of  the  Bank  of  France.  Strong  had  a  leading  role  in  urging  the  return 
of  the  pound  to  par  in  April  1925.  Then,  within  two  years,  he  faced  a  dilemma, 
whether  to  lower  interest  rates  in  New  York  to  assist  the  British  with  outflows  of 
capital,  or  to  raise  them  to  slow  down  the  boom  in  business  and  in  security  prices. 
He  chose  the  former,  and  from  March  1928  the  stock  market  soared. 

Economists  call  it  a  "dilemma  position"  when  monetary  policy  is  pulled  in  one 
direction  by  external  and  in  another  by  internal  requirements.  For  a  long  time, 
Strong's  choice  of  aid  to  Britain's  maintenance  of  the  gold  standard  over  curbing 
the  speculative  excesses  of  the  stock  market  was  regarded  as  a  bad  one.  More 
recently,  "monetarist**  economic  historians  such  as  the  NobeMaureate  Milton 

•Siephen  V  O  CU  ke.  Ctntr^tl  H^mk  C09pt  €U6n,  19^4-31.  New  York:  Federal  Reserve  Bank 
oi  New  York,  1^7,  pp  ^o-^;. 
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l^fr'l       •J'^"''  Strong  wat  wronf  Jn  f.yor. 

mt  loreifn  over  domestic  con.iderations,  he  should  have  ignored  the  stock  market 
Si.  °"  '  l'"'^^  expansion  of  the  money  supply.'  I       no  more  moved  by 

this  rev  siomsm  than  by  the  political  brand.  Money  supply  was  growing  and  in 
declined  very  little  up  to  March  ,93 To  the  economic  revisionists  if  was  n.^ 
,  "  »  •"'>t'e  argument  but  unconvincing." 

.-l"  II  !i°r  '  Poi"".  only  the  third  had  dealt  with  economic  questions, 

Si?™  I    /  P""'*''''  °^  »"  economic  barriers  and  the  estab- 

litnment  of  an  equality  of  trade  conditions  among  all  nations  consenting  to  the 
peace  "»oc.at,ng  with  it,  maintenance  "  I,  evoked  little  response,  either  .t 
FaTAZ  t'^'  The  United  States  m  Harding',  Administration  took  action  in  the 
rordney-McCumber  TariflP  of  1922  to  nurture  its  new  crop  of  wartime  infant  indus- 
trier  1  arijfs  were  similarly  raised  all  over  the  world. 

m^nv  iT^  °^  Nations  undertook  to  reverse  the  trend  in  a  series  of  conventions, 
many  of  them  technical,  for  lifting  trade  from  the  chaos  into  which  it  had  fallen 
during  the  war  and  the  period  of  postwar  monetary  disturbance.  In  1027  a  World 
frnTJ]/"  ^""^""i""'  United  States  as  observer,  met  in  Geneva  and 

adopted  a  series  of  resolutions  for  lowering  tariffs  and  opening  up  trade  channels. 
.^^nrvTn"  7^^'^"''  Herbert  Hoover,  campaigning  for  the  pre.- 

idency  in  1928.  promised  to  do  something  for  agriculture  to  alleviate  its  plight 

r«      '^^'^"rc      ^""'"'^  ^"f,"'  '925.  That  K>methini  ias 

to  be  what  Josef  Schumpeter  called  "the  Republican  household  remedy":  increased 

June  1930  '  "^""""'""e"'  "P  as  the  Hawley-Smoot  Tariff  of 

On  tariff  matters,  disaggregated  economic  interests  and  recommended  policies 
Tk  "v   /i?'  °'  explained  as  cultural  lag. 

The  North  and  Middle  West,  interested  in  manufacturing,  favored  Republican  high 
tariHs;  the  South,  with  a  traditional  stake  in  the  export  of  cotton,  was  Democratic 
and  opposed  to  protection.  (Middle  Western  agriculture  was  ambivalent:  inter- 
eeted  in  exports  of  grain  and  lard,  but  worried  about  farm  imports  from  Canada 
m"!^.  u,'  the  economic  base  underlying  these  positions  was  changing.  In 
the  Middle  West,  manufacturing  had  risen  through  mass  production  to  an  export 
position  which  would  benefit  from  freer  trade;  in  the  South,  especially  North  and 
iouth  Carolina  and  Georgia,  the  cotton-textile  industry,  moving  in  from  New 
tnpland  in  the  19JOS  and  1930s,  gave  many  states  a  greater  interest  in  cotton 
textiles  than  in  cotton  production.  Not  until  after  World  War  II  d.d  the  South- 
begin  to  qualify  ,ts  doctrinaire  espousal  of  free  trade;  and  a  Senator  such  as  Robert 
I  aft  from  Cincinnati,  a  city  exporting  machine  tools  to  the  world,  never  altered  his 
inherited  protectionist  views  m  the  economic  interests  of  his  constituents  Detroit 
in  the  1920s  was  rising  to  a  position  like  Manchester  in  Britain  during  the  first  half 
of  the  nineteenth  century,  ft  was  slow  in  drawing  policy  consequence*. 


IV 


To  Herhrrt  H.x)ver.  the  Depression  which  started  in  1929  was  the  fault  of 
turope.  and  there  was  little  that  the  United  States  could  or  should  do  intema- 

•Milto..  Fritdmin  ,nd  Anni  JicoS.on  Sfhwirti,  ^  Mtn^ar,  H„ltrp  of  Iht  Vniud  Suut, 

I8O7-IO60,  P.'inrffoh   Princtton  fnivfrjitv  PrMi,  1969,  pp  19I-99 

•C  P  Kindlfbfrgfr.  TAr  »  .r/J  „  D,pr„„<>n.  191^,9.  BffkeUy:  Univ.riity  of  C.liforai. 
Pr*M,  1971.  pp  116  jl 
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tionally  to  remedy  it.  The  Hawley-Smoot  Tariff  of  1930  was  a  domeitic  measure, 
undertaken  to  relieve  agriculture.  If  the  movement  to  raise  tariffs  spread  beyond 
farm  products  to  manufacture!,  and  if  tariff  rates  were  raited  to  unconscionable 
kvels,  as  34  protesting  nations  abroad  contended,  Hoover  nevertheless  regarded  it 
as  a  private  U.S.  matter.  He  did  not  answer  widespread  criticism  that  creditor  na- 
tions  should  not  raise  tariffs  on  the  ground  that  this  prevents  debtors  from  paying, 
interest  and  amortization — an  oversimplified  and  dubious  doctrine,  as  it  happens. 
(Tariffs  under  stable  conditions  raise  income  which  spills  over  into  further  imports, 
to  change  for  the  most  part  the  structure  rather  than  the  total  quantity  of  im* 
ports.)  Mostly,  however,  he  failed  to  see  the  Hawley-Smooi  Tariff  as  the  major 
action  in  setting  off  a  retaliatory  tariff  war  of  the  beggar-ihy-ncighbor  sort.  World 
trade  shrank  in  a  declining  spiral,  at  the  quantities  and  prices  of  traded  commod« 
ities  continuoutly  fell. 

The  impact  of  the  Depression  in  the  United  States  ricocheted  abroad  in  other 
ways.  The  United  States  ttopped  buying  at  much  abroad  and  also  stopped  lending, 
thus  cutting  down  on  available  foreign  exchange  in  two  ways.  In  British  lending 
of  the  nineteenth  century,  foreign  and  domestic  investment  alternated:  when  the 
periphery  lost  receipts  from  exports,  it  was  able  to  borrow.  This  was  not  a  matter 
of  policy,  but  of  the  action  of  market  forces.  In  the  United  States  lending  policy 
was  minimal.  The  Department  of  State  had  asked  Wall  Street  to  notify  it  of  im- 
pending bond  issues  to  that  it  could  indicate  if  there  were  foreign-policy  objections 
to  particular  loans.  And  the  Johnson  Act  of  1930  stipulated  that  borrowers  in  coun« 
tries  in  default  on  war  debts  could  not  have  access  to  American  capital  markets, 
but  this  manifestation  of  congressional  irritation  on  war  debts  should  not  have  had 
any  eflfcci  on  major  borrowers  in  Germany,  the  Dominions  and  Latin  America  that 
owed  no  war  debts.  Nevertheless,  there  was  nothing  that  President  Hoover  could 
do  to  stimulate  lending.  It  picked  up  in  the  second  quarter  of  1930  and  then  mys- 
teriously collapsed. 

In  193 1,  Hoover  acceded  belatedly  to  the  suggestion  for  a  moratorium  on  war 
debts  and  reparations;  failed  to  take  vigorous  action  to  stop  the  financial  runs  on 
Austria,  Germany  and  Britam,  partly  becaus?  of  the  necessity  of  agreeing  with 
France;  and  ignored  the  strongly  deflationary  impact  of  the  appreciation  of  the 
dollar— flowing  from  the  depreciation  of  the  pound  sterling— on  U.S.  farm  prices^ 
banks  In  agricultural  areas,  and  ultimately  on  banks  more  generally.  Mr.  Hoover 
had  an  enviable  record  in  international  affairs  as  mining  engineer  and  as  admin- 
istrator of  food  relief  for  Belgium  immediately  after  the  war.  His  vision  of  interrela- 
tions among  world  economies  under  stress,  however,  was  a  limited  one,  and  con- 
trasted sharply  with  the  broader  view  espoused  by  such  Eastern  establishment 
spirits  as  Dwight  Morrow,  a  Morgan  partner 

Foreign  rcononitL  policy  suffered  in  \i)}2-}^,  when  Hoover  was  unable  to  govern 
and  Roosfvelt  refused— after  the  election  but  before  his  inauguration— to  make 
decisions  before  he  bore  responsibility.  With  the  Inauguration  and  the  Bank  Holi- 
day»  the  **!lundred  Days**  involved  a  hectic  series  of  decisions,  largely  on  domestic 
programs  ~thr  Agricultural  Adjustment   Act,  National  Recovc.y  Act,  Thomas 

•  Sff  ]o%t\))\  S  Paviv  T*tf  Hot'J  hrturrrt  *hf  Hart.  t(jt(/- i(j  an  F.fonnmni's  /'I'-ti',  Balti- 
morf  jrthn^  Mopkit.i  rnurrtn\  PrrM.  T975.  p  4^1  "Pf t^onaiiiici  covjnifd  hftvity  ind  clilhet 
of  itrong  pf rnnnjhtifi  v«frf  rfcurrrni  ^ovircfs  of  intranatH>fial  aiui  ititf rnalional  friction.  There 
v*frf  iiPvPr  ennvi^^h  harinonwrr*  <  sui  h  ai  Mo.rn\^.  S^ltfr,  iVAhfrno.i.  Sfj'np.  Mo  lift  «iu1  ?trc*f- 
mann)  to  hf!p  'livfj^ent  mini!%  mrft 
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^ote^l""J' M  ^iV'^S,''"  Admini.tr.tion  .n  intent  muale 

JLtrtTl'ni""^'  dominated  .„d  problem,  like  the^Urf,  b«^„* 
nSSuS  f  "Vo   "  A         ^T'''  P''"*'  °'      World  Economic  SnTere,^ 

tS?^  I?       '^n  •"''^P«»|»n««  to  1933  ).  were  put  to  one  side, 
lin^v  «^  "  depreciate.  «nd  when  the  World  Economic  Conferenc* 

Anally  met  m  June  1933,  President  RooMvelt  torpedoed  it  by  refusinc  toi^T^M^ 
SZT'  by  the  expert,  .n  which  Britain  ii.Sw  „ab^?J  the  ^Snd 

^rcrLTSd  Iv"**"""  fore.r.  «ch.n,e  control  adopted  in  the  .ummer  on^a?; 
of  trff.Tl/  '»"°"'  »»«cau.e  of  the  ineffectuality 

dllLr  TKri  'r'*"  «nd  the  United  State,  would  .tabilae 

-ilr  l«?KrT'c"""  n'''  "''^  J"'^  concludin,  only  a  M^all  ar^ 
m«n  .oufht  by  Senator  p.tman  of  Nevada  for  the  .ilver  interm..  lu 

France  i^i""  world  economy  further.  TTie  Gold  Bloc  of  ContinentSE^o^ 
France,  Belfium,  the  NetherUnd.  and  Switierland-drew  tocether.  a.  did 
XJ?/r  °i  '^1  Commonwealth  «,d  a  fST^J^JTe.  ck-SJ 

tr  de  .y.tem  of",i!:  Co''"  k"" "l^I 

trade  .y.tem  of  the  Commonwealth  worked  out  at  Ottawa  in  Aucuat  191a. 
iMuttZ  aTT    •^T''"'      '"V'''-'«»kinf  phaM  of  Ameikan  poUcy  did  not 

«re  meiriiThlh  Vrv"^^^  pid  pr^e  and  were  exploring  a  «abili.ation 

term.T  M      t  J  '''bruary  1934  they  fixed  the  dollar  in 

term,  of  gold  anyhow,  at  $35  an  ounce. 

In  the  .ame  month  Roo.eve|t  gave  Cordell  Hull— the  Secretary  of  State  with  a 
IXol^aTr^"  T  with  free  trad^-the  green  light  to  intr<Ze  .  W  o'l^ 
tuntrv  had  ;i  ^''i•  .<  Under  the  unconditional  mo.t-favored-nation  clauae 
the  country  had  adopted  in  the  1920.,  reduction,  negotiated  with  one  country 
would  be  extended  to  other.  )  Thi.  wa.  .igned  into  law  in  June  ,934  Wit^ii  d^ 
h.  f-d  cade  to  .939.  20  agreement,  were  concluded,  the  fir.t'with  Cuba  in  Augult 

in%vtbT;9;rr:d"  ^^^^  -     '^^^  ^-s.. 

th.^ IflnT^'r"*  ^""'^  P°'"'"'  »nd  economic,  al^  led 

the  Unued  State,  to  normalue  relation.hip.  with  the  Soviet  Union,  fr<in  wh  ch 
recognition  had  been  w.thheld  .i„ce  the  Revolution  of  ,9.7  on  the  gTnd  that 
•ucce.K,r  government,  are  required  ,0  a..ume  the  debt,  of  ?heir  predeceuor.  whkh 

Unio^"'^rK";r"  ""r"'"«  '°       ^"de  reUtio'n.  ^thT'w^ 

iV.!™  f  c  been  minimal  ,0  ,h„  time,  expanded  wmewhat  with  the  eatab- 
liahment  of  Soviet  official  buying  agencies  in  the  United  State.,  but  the  devebi,. 
ment  wa,  not  ,ub,tantial. 

nJch      fr'**'  »  Oood  Neighbor  Policy,  without,  at  that  time. 

fTom  ,K  M  "P'^'fic  content.  It  wa,.  however,  a  ,ignificant  change  both 

from  the  Monroe  Doctrine,  which  had  been  directed  mainly  again,t  European  inter- 
vent  u,„  and  from  the  irriperul.sm  of  the  .urn  of  the  century-the  imper^ou,  Zof 
the  Marines  to  collect  Jebt  service  from  Nicaragua  and  Haiti,  and  unque,tioning 
.upport  for  .uch  companies  a.  United  Fruit  anH  Mexican  Eagle  in  their  operation, 
in  tne  area. 

Of  multilateral  an.l  more  general  import  was  the  Tripartite  Monetary  Agree- 
ment entered  into  on  September  26.  1936.  The  occasion  wa,  the  collapse  of  the 
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Gold  Bloc,  and  eipecially  of  the  French  franc.  The  agreement  provided  a  convenient 
cover  under  which  the  franc  rate  would  be  adjusted  at  part  of  an  international 
exercise  to  provide  exchange>rate  itability.  The  engagement  wai  limited:  each 
country  undertook  to  hold  currency  of  the  others  without  conversion  to  gold  only 
for  14  hours.  Symbolically,  however,  it  marked  an  initiative  by  the  United  States 
in  stabilizing  the  world  economy.  A  separate  similar  exercise  was  undertaken  in  the 
spring  of  1937,  when  the  country  refrained  from  changing  the  price  of  gold  under 
pressure  of  thr  *'Gold  Scare*'  in  which  foreign  private  citizens  and  even  a  few 
central  banks  sold  gold  for  dollars  against  the  prospect  of  a  reduction  in  the  gold 
price.  At  some  inconvenience,  but  no  real  cost,  the  U.S.  Treasury  held  to  the  $3S- 
an-ounce  price,  buying  all  gold  that  was  offered  to  it  and  sterilizing  it  by  raising 
reserve  requirements  and  open-market  operations. 

Exactly  what  forces  produced  the  change  in  American  economic  policy  in  1933 
and  1934  from  isolation  to  involvement  is  not  self-evident.  Elements  contributing 
to  the  shift  included  recovery  from  the  depths  of  thf  Depression  that  had  focused 
attention  on  domestic  concerns,  perhaps  a  shift  of  the  President*s  interests  from 
the  Populist  position  adopted  during  the  campaign  and  especially  during  the  first 
exciting  days  in  office  to  his  more  comfortable  views  as  an  Eastern  establishment 
figure;  growing  preoccupation  with  the  threat  to  world  peace  posed  by  dictators  in 
Europe  and  the  Far  East,  with  a  natural  extension  of  interest  from  foreign  policy 
to  foreign  economic  policy;  and,  as  already  noted,  familiarity  and  boredom  with 
the  esoteric  games  of  changing  the  gold  price  to  alter  the  exchange  rate  to  raise 
U.S.  commodity  and  share  prices — especially  after  July  1933,  when  the  technique 
ceased  workmg.  The  circumstances  and  the  personality  of  the  President  played  a 
large  part.  More  fundamental  reasons  would  argue  that  the  inward-turning  of  1918 
to  1933  was  a  deviation  from  trend,  to  which  1934  marked  a  return. 

A  European  effort  to  regularize  the  international  economy  through  agreement 
was  inttuted  in  1937.  leading  tc  the  preparation  of  a  report  under  the  direction 
of  Paul  Van  Zealand,  former  Prime  Minister  of  Belgium.  Appearing  in  1938,  the 
report  was  ignored  under  the  stress  of  recession  in  the  United  States,  which  had 
struck  in  September  1937,  and  of  rapidly  expanding  rearmament  in  a  Europe 
threatened  with  war. 

Foreign  economic  policy  records  two  episodes  associated  with  the  rising  threat  of 
war  In  1935  Italy  launched  an  unprovoked  attack  on  Ethiopia,  and  the  League  of 
Nations  somewhat  diffidently  called  for  sanctions  on  the  delivery  of  oil  to  Italy, 
rhough  not  a  member  of  the  League,  the  L'nitcd  States  nonetheless  supported 
the  campaign  and  urged  American  oil  companies  to  stop  selling  oil  to  Italy.  The 
large  companies  complied  with  the  request;  unfortunatch  a  rapid  increase  in 
Italian  oil  prices  induced  the  entry  of  a  host  of  single<ship  operators  who  escaped 
control  and  delivered  lo  Italy  at  Knircan  ports  more  gasoline  than  it  had  previously 
imported 

And,  in  the  United  States  took  another  economic-warfare  action  of  its  own 

in  cutting  off  tbe  export  of  scrap  iron  and  steel  to  Japan,  foreshadowing  a  cutoff 
of  oil  m  the  summer  of  KHi,  wbkh  helped  precipitate  the  decision  of  Japanese 
military  leaders  to  nuke  war  on  this  country 

As  war  began  in  Europe  m  1939,  President  Roosevelt  honored  more  in  the  breach 
than  m  thr  observance  the  Neutrality  Act  of  1939.  passed  by  the  Congress  in  an 
effort  to  Icerp  this  country  uninvolved,  got  around  the  Johnson  Act  of  1930  by  in- 
terpreting It  to  appiv  onlv  to  private  lending  in  the  United  States,  and  not  to  gov- 
ernment  advances  to  foreign  borrowers;  and  finally,  after  the  tide  of  battle  had 
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turned  against  Britain  in  1940,  and  well  before  the  United  States  had  entered  the 
Zu  '  Und-Lcaac  in  February  1941  ai  a  way  to  transfer  mourcf  to  its 

Allies  without  piling  up  the  kind  of  recount  of  war  debts  that  had  occurred  after 
World  War  I.  A  special  feature  of  Und-Uaie  was  the  Hyde  Park  Agreement  of 
Uecembcr  1941  with  Canada,  under  which  supplies  and  components  needed  by 
V^anada  for  incorporation  in  materiel  produced  for  Britain  would  be  lend-leased  to 
Britain,  but  delivered  to  Canada.  This  had  the  eflTect  of  keeping  Canada  off  the 
books  as  a  recipient  of  U.S.  assistance.  Before  U.S.  entry  into  the  war,  the  United 
states  and  Canada  established  a  Joint  Economic  Committee  of  the  two  countries 
tD  expedite  cooperation  m  mobilization  and  in  planning  postwar  reconstruction. 
When  the  United  States  did  enter,  joint  boards  were  established  with  Britain  in  a 
number  of  economic  areas,  parallel  to  the  military  arrangements,  and  especially  in 
procurement,  shipping  and  food. 

As  one  condition  of  qualifying  to  receive  assistance,  the  Lend-Leasc  agreement 
required  that  the  recipient  promise  to  cooperate  with  the  United  States  in  the  de- 
sign  and  construction  of  a  liberal  postwar  world  economic  system.  In  the  summer 
a^M^'^f  J^^"^  Roosevelt  and  Prime  Minister  Churchill  met  aboard  a  warship 
off  Newfoundland.  In  addition  to  strategic  planning  of  military  operations,  they 
drafted  an  Atlantic  Charter  that  laid  down  broad  prinuples  for  the  establishment 
of  a  liberal  economic  system  after  the  war. 

v 

In  the  Department  of  State,  Leo  Pasvolsky  was  assigned  the  task  of  preparing 
postwar  plans  for  U.S.  policy  for  the  world  economy.  No  government  agency  waited 
for  such  plans  to  emerge.  The  Treasury  moved  ahead  with  monetary  reconstruc- 
tion.  In  1943  the  Agriculture  Department  organized  a  Hot  Springs  meeting  on  food, 
from  the  Department  of  State  came  a  design  for  world  trade.  The  United  Nations 
was  to  be  assigned  a  watching  brief  over  world  economic  policies  generally,  but  with 
operating  responsibilities  assigned  to  specialized  agencies. 

These  responsibilities  are  indicated  by  the  substantives  used  in  the  titles  of  the 
mijor  world  organizations.  First  in  functional  order  was  the  United  Nations  Relisf 
and  RehabUttatton  Agency  (UNRRA).  Rehef  was  the  provision  of  foodstuffs  to 
hungry  allies  after  the  war.  Rehabilitation  consisted  of  restocking.  The  Bretton 
Woods  bank  was  the  International  Bank  for  Reconstruction  and  Development 
(IBRD),  beginning  with  the  reconstruction  of  war  damage,  and  going  on  to  the 
development  of  countries  which  had  not  be^un  industrialization.  The  International 
Monetary  Fund  (IMF)  would  deal  with  exchange  rates,  balances  of  payments  and 
the  financial  side.  An  International  Trade  Organization  (ITO)  was  to  lower  restric- 
tions  and  set  rules  for  commerce.  The  world  order  would  be  pieced  out  with  leaser 
specialized  agencies  in  health,  rricteorology,  aviation  and  the  like.  While  these  insti- 
tutions  were  being  brought  mto  being,  the  United  States  enlarged  by  $1  billion  the 
lending  capacity  of  the  KxportWir.port  Bank,  established  in  1934  primarily  co  assist 
exports  and  employment  Of  this,  } i  billion  was  initially  set  aside  for  a  loan  to  the 
Soviet  Union,  pending  settlement  of  Lend  Lease  and  other  wartime  financial  ar- 
rangements. The  loan  failed  to  materialize  for  reasons  that  have  never  been  made 
cicjr  but  that  undoubtedly  reflected  the  influence  in  that  first  Truman  year  of  such 
men  as  James  Byrnes  and  Leo  Crowley. 

As  the  country  least  hurt  by  war,  the  United  States  took  a  major  role  in  con- 
tributing to  UNRRA,  stocking  it  m  large  part  with  surplus  army  provisions.  A  first 


tr^nch^  of  $t.y^  billion  was  to  be  followed  by  a  second  equal  amount  in  August 
1945.  A  number  of  countries  raited  objections.  Canada  chose  to  give  its  aid  directly 
to  Britain.  Britain  refuted  to  join  unleu  the  feeding  of  Austria  and  Italy  were 
shifted  from  military  aid  (in  which  its  share  was  50  percent)  to  UNRRA  (in  which 
it  was  8  percent).  The  U.S.S.R.  insisted  that  while  it  was  a  donor,  to  the  eitent  of 
2  percent,  and  hence  not  entitled  to  receive  aid,  the  Ukraine  and  Byelorussia  should 
be  recipients.  >yith  one  vote  in  17,  the  United  States  reluctantly  agreed  to  take 
over  the  Canadian  6  percent,  thereby  increasing  the  U.S.  total  from  7a  to  78  per- 
cent, and  to  add  recipients,  thus  diluting  the  aid  provided  for  others.  It  resolved 
thenceforward  to  render  aid  bilaterally,  rather  than  through  multilateral  organiia* 
tions  that  lacked  objective  principles  of  aid-giving  and  were  subject  to  logrolhng. 

The  need  for  relief,  rehabilitation  and  reconstruction  had  been  seriously  under- 
estimated in  the  postwar  period,  on  several  scores  beyond  the  dilution  mentioned. 
In  August  1945,  on  the  surrender  of  the  JapancK,  Lend-Lease  was  stopped  precip- 
itously— a  decision  made  by  President  Truman  and  Secretary  of  State  Byrnes  en 
route  to  the  Potsdam  negotiations  without  consulting  their  economic  advisers.  The 
decision  was  based  on  commitments  made  to  the  Congress  in  the  Lend-Lease 
legislation  process,  commitments  which  they  both,  as  former  Senators,  felt  bound 
to  honor.  In  his  Memoirs  Truman  recognized  this  as  a  serious  mistake  and  put  most 
of  the  blame  on  Byrnes.  In  addition  to  this  blow,  price  control  was  removed  in 
June  1946,  so  that  a  ^  iven  amount  of  dollars  went  less  far.  Military  destruction  had 
been  overestimated,  but  a  serious  underestimation  of  greater  significance  was  made 
of  the  under-maintenance  of  capital,  using  up  of  stocks,  and  wearing  out  of  con* 
sumers*  inventories  of  clothing  and  household  goods.  Post-UNRRA  direct  assis- 
tance by  the  United  States  was  undertaken  in  the  strenuous  conditions  of  1946, 
along  with  the  use  of  IMF  and  IBRD  loans  for  emergency  consumption  rather 
than  the  reconstruction  and  balance*of*payments  purposes  for  which  they  had  been 
established. 

The  British  position  had  been  alleviated  temporarily  by  an  Anglo-American  Fi* 
nancial  Agreement  which  provided  for  a  $3.7$  billion  loan  to  enable  Britain  to 
resume  convertibility  of  the  pound.  During  the  early  debates  on  postwar  policy^ 
John  H.  Williams  of  the  Federal  Reserve  Bank  of  New  York  and  Harvard  Uni* 
versity  had  opposed  the  IMF  as  a  universal  device  for  restoring  world  monetary 
health,  and  argued  an  opposing  "key-currency"  principle  in  which  certain  major 
monies,  aroiird  which  pivoted  large  currency  areas,  would  be  restored  to  health 
separately  and  in  sequence.  As  often  happens  when  alternative  courses  are  debated, 
both  the  IMF  and  the  British  key-currency  loans  were  adopted.  The  initial  amount 
of  the  loan  was  cut  from  $5  billion,  perhaps  a  political  necessity  since  the  measure 
ultimately  passed  the  Senate  by  only  one  vote.  (The  vote  ratifying  the  agreement 
in  Parliament  was  also  close,  as  the  Opposition  contended  that  th^  conditions  of 
the  United  States  in  granting  the  loan  were  too  onerous.)  As  it  worked  out,  the 
British  wei  -  unwilling  or  unable  to  negotiate  the  write-down  or  funding  of  accu- 
mulated sterlini(  balances  or  to  institute  effective  controls  on  the  export  of  capital. 
In  consequence,  the  convertibility  of  sterling  instituted  in  July  1947  lasted  only  six 
weeks  before  the  bulk  of  the  loan  was  gone. 

Relief  for  the  defeated  countries  of  Germany  and  Japan  v/as  a  low  priority  for 
the  Allied  governments  but  not  altogether  ignored.  U.S.  policy  toward  Germany 
was  complicated  by  joint  occupation  with  Britain,  France,  and  especially  the  Soviet 
Union,  in  Japan,  where  the  United  States  was  the  sole  occupation  power,  decision- 
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makint  w»»  ewwr.  U.S.  policies  calkd  for  avoidins  the  connectiom  becwctn  rep«r«. 
tioitt,  war  debu  and  foreign  lendinf  which  had  held  after  World  War  I.  At  Pot»- 
d«m  the  United  States  intitted  that  the  four  lonea  of  occupation  be  treated  aa  a 
wnile  ccoiKMnic  unit,  and  that  the  firtt  charge  on  current  German  production  from 
•II  lonM  be  commercial  exports  neceuary  to  pay  for  imports,  rather  than  repara- 
tiont.  Ihe  point  wa<  to  prevent  lome  occupation  powers  from  taking  out  repara- 
trant  from  current  production  while  others  were  obliged  to  feed  the  population  in 
their  tones.  Reparations,  it  was  agreed,  should  be  paid  through  removal  of  capital 
SUSITn  plopir  ^""""^  °'      peacetime  requiremenU  of  the 

Strong  forces  in  the  United  States  pushed  for  restrictive  and  repressive  policies 
m  Oermany  Under  a  Joint  Chiefs  of  Staff  directive  (JCS  1067),  drawing  its 
inspiration  from  the  so-called  Morgenthau  Plan,  the  U.S.  commander  was  instructed 
to  take  no  steps  to  revive  the  German  economy  beyond  those  necessary  to  prevent 
■uch  disease  and  unrest  as  might  endanger  the  occupation  forces.  In  July  1945,  how- 
ever,  French  Belgian  and  Dutch  need  for  coal  made  it  necessary  to  try  to  restore 
Oerman  coal  production  for  export.  By  fall,  Poland  was  asking  for  spare  parts  for 
Uerman  machinery  m  Sileiian  coal  mines.  It  proved  impossible  to  reach  sustain- 
able agreements  with  the  Soviet  Union  on  what  they  could  remove  from  Germany 
a«  war  booty,  reititution  and  reparations,  and  in  particular  the  Soviet  Union  did 
acquire  foodstuffs  from  the  eastern  lone  of  occupation  while  Britain  and  the  United 
States  were  feeding  their  lonet  in  the  west.  Gradually  the  zonal  arrangements  broke 
down,  and  so  did  arrangements  for  reparation  removals.  The  economic  importance 
of  Germany  in  the  revival  of  Europe  became  clear.  By  September  1946,  the  Secre- 
tary of  State  made  a  speech  at  Stuttgart  outlining  a  more  positive  policy  of  Ger- 
maii  economic  recovery  ir,  a  European  setting. 

Governing  and  feeding  Germany  were  further  complicated  in  the  fall  of  1946 
by  a  British  government  approach  to  the  United  States,  stating  that  the  country 
was  unable  to  continue  to  pay  the  import  bill  for  its  populous  lone  of  occupation 
including  the  Ruhr.  A  bizonal  Agreement  in  December  1946  provided  that  the  two 
lones  would  be  treated  as  a  unit  and  that  the  United  States  would  advance  the 
bulk  of  the  sums  needed  for  imports.  Later  the  French  joined,  with  the  smaller 
self-sufficient  lone.  ' 

Continued  British  economic  weakness  led  in  February  1947  to  that  country  nre- 
paring  to  give  up  its  support  of  Greek  resistance  to  domestic  and  foreign  infiltrating 
communist  forces,  and  to  another  substitution  of  American  for  British  responsibil- 
ity, in  the  Truman  Doctrine,  for  military  aid  to  Greece  and  Turkey.  Much  of  the 
assistance,  especially  in  roads  in  Turkey,  served  a  double  economic  and  military 
purpose  and  could  be  said  to  be  the  beginnings  of  U.S.  aid  to  economic  develop- 
ment. Its  main  purpose  was  military. 

a  7'"*"  "''y  '947,  which  burst  pipes,  blocked  transport, 

flooded  fields  and  rotted  seed,  threatened  economic  breakdown  throughout  Western 
iiK^lf  ^^"^i  »v»''»We  from  tiie  United  States  under  the  British  ban, 

UNRRA  relief  and  post-UNRRA  aid  were  nearing  exhaustion.  Political  stalemate 
with  the  Soviet  Union  over  German  questions,  plus  economic  disintegration  which 
overwhelmed  the  stopgap  measures  applied  to  separate  countries,  produced  in 
Washington  a  strong  desire  for  a  new.  cooperative,  enlarged  effort  to  achieve  recov- 
ery in  Europe  On  June  6,  1947.  Secretary  of  State  Get  ige  C.  Marshall  gave  a 
speech  outlining  »  Eurrpean  recovery  program.  He  proposed  that  Europe  should 
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preptre  a  program  of  recovery  which  would  involve  the  cooperation  of  all  the  coun- 
tries participating,  including  Germany,  ^nd  that  with  it  at  a  baiis  the  United  States 
would  undertake  a  new  coordinated  program  of  aid. 

The  invitation  wai  extended  to  all  the  countries  of  Europe,  including  the  Eastern 
bloc  and  the  Soviet  Union.  Foreign  Minister  Molotov  met  wich  Fortign  Ministers 
Bevin  and  Bidault  in  Parii  but  refused  to  participate  Mnlesi  the  United  States 
handed  over  a  fixed  lum  firit  and  let  the  countries  of  4.  jpe  use  it  in  their  own 
way.  Following  this  refusal,  Czechoslovakia  and  Polanw ,  which  had  previously 
accepted  the  invitation  to  participate,  reversed  their  decisions.  When  the  three 
western  zones  of  occupation  of  Germany  went  ahead  with  monetary  reform  in 
their  own  zones  and  in  their  districts  of  Berlin,  in  June  1948  as  the  Marshall  Plan 
got  under  way,  Soviet  miluary  forcrs  blockaded  land  access  to  Berlin,  effectively 
dividing  the  country.  Western  links  to  Berlin  and  the  Berlin  economy  were  main- 
tained only  by  airlift. 

Considerable  ambiguity  attached  to  U.S.  views  as  to  what  was  meant  by  a  Euro- 
pean recovery  plan.  In  the  eyes  ol  many,  it  meant  the  extension  to  Europe  as  a 
whole  of  French  techniques  of  pUnification  begun  with  the  Monnet  Plan  of  194^* 
To  William  L.  Clayton,  Under  Secretary  of  State  for  Economic  Affairs,  and  Lewis 
W.  Douglas,  Ambassador  to  the  Court  of  St.  James,  it  implied  return  to  liberal 
principles  of  free  markrts.  The  preamble  to  the  European  Recovery  Act  of  April 
1948,  and  Paul  G.  Hoffman's  speech  of  October  31,  1949,  emphasized  the  repro- 
duction  in  Europe  of  a  vast  continental  market  like  that  of  the  United  States. 
The  United  States  applauded  when  in  May  1950  French  Foreign  Minister  Pobert 
Schuman  proposed  a  measjre  of  functional  integration  in  the  European  Coal  and 
Steel  Commun-ty.  It  supported  a  European  Payments  Union.  At  the  same  time, 
it  maintained  pressure  for  (he  elimination  of  quota  restrictions,  which  largely 
discriminaced  against  U.S.  exports  in  the  interest  of  economizing  01;  dollars,  and 
worked  more  broadly  for  the  adoption  of  generalized  rules  fo**  trading  in  the 
draft  Charter  of  the  International  Tiade  Organization  (ITO)  signed  at  Havana 
in  1948. 

As  indicated  earlier,  the  ITO  was  to  be  a  cornerstone  of  a  worldwide  system  of 
liberal  trading,  setting  down  procedures  for  lowering  tariffs  on  a  multilateral 
basis,  providing  for  freedom  of  investment,  limiting  restrictive  ^'jsiness  practices, 
and  establishing  machinery  for  handling  necessary  exceptions  and  adjustments. 
Countries  emerging  from  the  difficulties  of  war,  and  those  embarking  on  programs 
of  development,  i  )sisted  on  so  many  exceptions  to  the  general  rules,  against  quan- 
titative restrictions  and  m  favor  of  low,  nondiscriminatory  tariffs,  that  the  Con- 
gress v)i  the  Unired  States  judged  the  document  worthless.  The  United  States 
wou  d  be  held  to  tht  general  rule;  other  countries  would  claim  avoidance  under 
saving  clauses. 

The  Department  of  State  ultimately  did  not  submit  the  treaty  to  the  Senate 
for  ratification  Instead,  it  concluded  an  executive  agreement,  not  requiring  con- 
gressional assent,  the  so-called  General  Agreement  on  Tariffs  and  Trade  (GATT) 
that  embodied  the  principal  clauses  of  the  *TO,  ana  provided  for  a  small  staff  to 
supervise  operation  of  the  agreement  in  Geneva.  Under  its  aegis,  a  series  of 
multilateral  reductions  of  tan  's  was  negotiated  in  the  postwar  period,  from  the 
Geneva  Round  m  1949  to  the  Dillon,  Kennedy  and  current  Tokyo  Rounds.  The 
Kennedy  Round  negotiated  after  \g6i  was  particularly  salient. 

Help  to  developing  countries  was  initially  li?i.'ted  to  the  "development"  aspect 
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of  the  IBRD  and  Greek.Turki.h  .id.  In  hit  Iniu^iral  .peech  of  January  1949 
however.  Pr«,dent  Truman  included  a  Poini  IV  aimed  at  thi.  grouj  of  countHi! 
•Juca^I^f'^V"'!!' "'^  "iiitance.  eipecially  in  atriculture, 

hfcr!.r;.  '  "'t""'"*  ''I  ^'        '950.  wore  on.k  became 

nath  «f  Rr  i)"  poor  countriei  could  all  follow  the  development 

A      '   a        °'  America,  and  mo.t  -ecently 

Japan,  and  lucceed  m  raiiin(  their  itandardi  of  living.  Needed  were  revive  on 
the  part  of  local  government  and  foreign  aid  in  the  form  of  goodi.  modem  tech- 
nology and  effective  management.  Under  the  Republican  regime  of  President 
tiienhower.  and  later  under  Nixon,  emphaiii  ihifted  from  official  aid  to  the  role 
01  American  corporate  investment  in  countries  initially  called  "underdeveloped.- 
then  lew  Developed. '  and  finally  "developing."  Both  political  partiei  put  WUi 
in  the  beneficent  role  of  American  food  aid.  under  Public  Law  480,  designed  to 
help  developing  countrie.  and  the  American  farmer,  the  latter  b«  diipoeing  of 
•urplui  itock,.  Other  groupi  were  not  .low  in  taking  advantage  of  the  .  pportunitie* 
h!»„m.  '""'K"  «"l..»h'PPint  line,  inn.ting  on  tran.porting  it  in  American 
bottom.,  .upplier.  that  it  be  .pent  on  or  tied  to  American  good.  only.  Even  the 
SHft?r"i;  '""5'*"'*  «  P'oviiion  that  five  percent  of  the  local-currency 

u  ZWfu  Wj  °'       «°~''  ^  •«  American  u.^ 

largely  the  building  of  embawie.  and  the  entertainment  of  junketing  CongreumwC 
A..i.tance  wa.  furni.hed  through  multilateral  agencie.  and  bilaterally  Under 
the  former,  there  were  U  N.  programs:  tho.e  of  the  IBRD  and  it.  .ub.idiarie»- 
the  International  Development  Auociation  (IDA)  for  non-bankable  project., 
and  the  International  Finance  Corporation  (IFC)  to  invett  in  private  enterpri.^ 
m  developing  ccuntrie..  In  time  upecial  regional  bank,  were  eatabli.hed.  larcely 
with  American  capit-  .  in  Latin  America.  A.ia  and  Africa.  In  due  cour«.  «id  to 
development  wai  extended  by  other  indu.trial  countrie.  after  their  recovery  from 
the  war.  Development  became  an  international  concern  of  the  Organisation  for 
Economic  Cooperation  and  Development  (OECD).  which  emerged  under  the 
/J^rl  A        .      .  O^K'ni**"©"  for  European  Economic  Cooperation 

J  Oh  to— enlarged  to  include  the  United  Statei.  Canada.  Au.tralia  and  Japan. 
It.  Development  Awi.tance  Committee  (DAC)  gathered  .tati.tic,  compared 
national  efforts,  and  urged  increased  aid. 

Foreign  aid  was  auisted  in  the  early  stages  by  the  cold  war.  South  Korea. 
Taiwan  and  Israel  were  especially  favored  by  U.S.  aid  because  of  their  strategic 
importance.  Cuba  got  no  aid  from  the  United  States,  a  great  deal  from  the  Soviet 
Union.  At  the  last  mmute  Secretary  of  State  John  Foster  Dulles  backed  away 
from  building  the  Aswan  Dam  in  Egypt  and  let  the  Soviet  Union  take  on  the  proj- 
ect. Bilateral  aid  was  divided  into  military  and  economic,  and  the  latter  was  often 
not  that  much  different  from  the  military  aid  in  its  implications  for  political 
alignment  and  support. 

Discouragement  with  foreign  aid  Kt  in  during  the  1960s.  Economic  development 
was  stubborn.y  .low.  Aid  achieved  little  growth,  less  ratitude.  few  political 
objectives.  Ilie  Hickenlooper  Amendment,  which  required  withholding  aid  when 
American  property  was  nationalized  without  prompt,  a(**quate  and  effective  com- 
pensation, proved  ineffective,  Internationalists  deduced  Trom  these  circumstances 
that  foreign  aid  should  be  multilateral,  not  bilateraL  Those  not  so  internationally 
niinded  thought  there  wire  Utter  things  to  do  with  the  money  at  home.  Diten.e 
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with  the  Soviet  Union  lessened  the  urgency  of  helping  the  developing  countries. 
Aid  still  could  be  used  in  particular  political  impasses  to  grease  a  solution,  help 
for  both  Egypt  and  Israel,  or  support  for  Rhodesia.  But  the  moral  commitment 
eroded. 

Last  in  this  catalog  of  areas  of  foreign  economic  policy  was  the  monetary 
field.  The  IMF  went  into  hibernation  after  the  start  of  the  Marshall  Plan,  except 
for  a  series  of  small  operations,  largely  the  furnishing  of  advice  to  developing 
countries,  since  the  major  financial  needs  of  developed  countries  were  covered  by 
the  Marshall  Plan  and  by  the  substantial  volume  of  dollars  earned  by  Japan  as 
a  staging  area  for  U  S.  troops  in  Asia. 

As  recovery  progressed,  however,  the  countries  of  Europe  and  Japan  began  to 
accumulate  foreign-exchange  reserves,  a  process  which  continued  after  Marshall 
aid  ceased.  Some  insignificant  amounts  of  dollars  were  converted  into  gold  in 
the  1950s.  The  greatest  part  was  held  in  deposits  in  U.S.  banks  and  in  U.S. 
Treasury  bills.  The  country  became  banker  for  the  world,  spending  abroad, 
investing,  lending,  furnishing  assistance  in  amounts  which  exceeded  the  dollars 
earned  through  expora  of  goods  and  services.  Accumulation  of  dollars  by  foreign 
countries  began  to  br  regarded  as  a  deficit  in  the  balance  of  payments  of  the 
United  Stares,  and  was  a  matter  of  concern  to  President  Eisenhower  in  the  closing 
day^  of  his  term  of  of^cr  and  to  Presidents  Kennedy  and  Johnson  from  i960  to 
1968.  Gradually  the  country's  economic  preoccupations  shifted  from  the  reat  of 
the  world  to  the  international  position  of  the  United  States. 

VI 

Immediately  after  the  war,  the  French  economist  Francois  Perroux  wrote  of 
ihe  United  States  as  2  dominant  economy;  i.e.,  its  every  action  affected  the  rest 
of  the  world,  but  it  w«js  not  in  turn  called  upon  to  react  to  events  outside.** 
A  recent  English  observer,  seeking  to  make  an  elusive  distinction  between  "hege- 
mony" and  *Meadership,**  characterized  the  role  of  the  United  Slates  in  inter- 
national economic  affairs  in  the  1050s  and  up  to  the  middle  of  the  1960s  as 
**htgenrK)nic."**  The  decline  in  dominance  was  visible  about  i960. 

One  view  holds  w^th  hindsight  that  the  shift  from  preeminent  concern  in  foreign 
economic  policy  for  the  public  international  good  began  with  the  permanent  ex- 
ception sought  by  the  United  States  in  1955  to  the  rule  against  quantitative 
restrictions  in  GATT  for  its  agricultural  products.*'  U.S,  support  for  freer  trade 
in  agricultural  products  is  highly  selective:  it  favors  freer  trade  in  export  products 
such  as  grain,  oil  seeds  and  meal,  citrus  fruit,  poultry  and  tobacco;  and  opposes 
it  in  dairy  products,  meat,  rice,  sugar,  cotton  and  wool,  which  are  on  its  import 
list  Farm  groups  have  long  had  power  in  legislatures  well  beyond  their  economic 
Significance,  as  a  result  of  FngePs  law  and  cultural  or  perhaps  political  lag.  Engel's 
law— that  f(K)d  consumption  as  a  proportion  of  expenditure  declines  as  income 
nses— means  that  farm  groups  are  in  continuous  decline  in  the  proportion  of  na- 

^^¥tM  'errou*.  '  Kiquuse  d  une  ihfc  rie  de  r^co.^omie  domininte,"  Ef§nomie  Appliquitt 

No  1  J. 

*'  Andrew  Shonfrelii,  Introduction  Ptft  Trends  and  New  Factor*/"  in  InUrnAU^nal  E€§n§mi€ 
Relattoni  of  the  H  eitfrn  H'orlJ,  fQ<ii^^t,  Vol.  I,  Politut  mnJ  Trade,  ed.  Andrew  Shonfield,  Loa* 
don  Oxford  I'nivertitv  Prei»,  1976,  p  \\ 

*■  T  K  Wir'ty,   Wettern  Trade  in  Agricolturil  Producti/*  in  Shonficid,  9p.  tit.,  pp.  145-^7. 
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tional  income  produced,  of  persons  empbyed,  and  in  votes.  Political  lag— until 
tSe  Supreme  Court  one*man,  one-vote  decision  in  196a  required  state  legislatures 
to  be  reapportioned  on  a  regular  basis — meant  that  the  itates  retained  control  of 
the  decennial  reapportionment  proceM  and  that  farmers  dominated  it.  This  fact 
and  the  seniority  system  kept  them  in  effective  control  of  key  legislation  far  out 
of  proportion  to  their  numbers  or  economic  importance.  Where  farm  groups  led 
the  way  in  insisting  on  domestic  special  interests  over  the  interest  of  the  economic 
system  on  a  world  basis,  other  groups^trade  unions,  industries,  shipping,  large 
corporations  and  the  like— -did  not  tarry  in  asserting  their  own  interests.  The 
eiecutive  branch  often  fought  a  rearguard  action,  yielding  slowly  in  watering  down 
the  successive  trade  legislation,  for  example,  with  escape  clauses,  peril  point  pro- 
visions, the  application  of  export  quotas  abroad,  anti-dumping  provisions,  and 
exceptions  to  freer  imports  in  the  interest  of  national  defense. 

The  primary  unraveling  of  the  American  dominance,  hegemony  or  leadership 
in  the  world  economic  system,  however,  came  in  the  monetary  field,  and  had  its 
roots  in  technical  and  political  difficulties.  The  technical  difficulties  were  those  of 
understanding  Th^  Rretton  Woods  system  had  strongly  opposed  flexible  exchange 
rates  on  the  basis  of  the  1930s  experience  of  competitive  depreciation.  It  permitted 
or  encouraged  control  of  international  capital  movements  in  the  defense  of  a  fixed 
exchange  rate.  At  the  end  of  the  1950s,  members  of  the  economics  profeuion — 
prominent  among  them  Yale  Professor  Robert  Triffin — began  to  fear  that  the 
world  money  supply  would  prove  inadequate.  Gold  production  furnished  only 
about  Si. 5  billion  of  additional  reserves  annually  to  the  world,  and  much  of  this — 
ultimately  all  of  it — went  into  private  hands  for  ind;istriai  use  and  hoarding. 
Liquidity  was  furnished  to  the  world  by  the  U.S.  balance-of-payments  deficit, 
measured  by  the  increase  in  dollar  reserves  by  countries  abroad.  When  the  United 
States  succeeded  in  correcting  this  deficit  there  would  be  insufficient  liquidity  to 
finance  world  production  and  trade.  Observers  like  Jacques  Kueff  of  France  and 
Roy  Harrod  of  Britain  wanted  to  raise  the  price  of  gold;  Robert  Triffin  recom- 
mended issuance  of  a  new  international  money.  Meanwhile,  th  United  States 
sought  unsuccessfully  to  correct  its  balance-of-payments  "deficit"  by  halting 
capital  exports  through  taxes  on  security  issues,  controls  over  bank  lending,  and 
restrictions  on  taking  capital  abroad  by  firms  in^'ctting  overseas — all  to  no  or 
little  avail.  And  countries  like  the  United  States  and  Germany  conducted  their 
monetary  policies  independently,  without  recognition  that  their  money  markets 
had  been  joined  through  the  joining  of  each  with  the  Eurocurrency  market  which 
had  grown  up  outside  the  United  States. 

In  retrospect  it  is  clear  that  there  were  a  number  of  errors  of  economic  analysis 
in  these  views.  Fir$t»  it  proved  impossible  to  halt  capital  movements  in  most 
societies.  Money  is  fungible  and  flows  through  many  channels.  To  cut  off  one 
or  two  channels  at  a  time  will  only  increase  the  pressure  on  others  and  maintain 
the  flow  which,  so  long  as  there  are  enough  conduits  open,  is  impervious  to  the 
closing  off  of  any  one  OtSer  temporizing  devices  worked  out  by  the  ingenious 
Under  Secretary  of  the  Treasury,  i^obert  V.  Roosa,  sL.h  as  issuing  special  bonds 
which  guaranteed  the  buyer  against  «;xchange  risk,  or  negotiating  special  offsets  by 
Germany  against  American  expenditure  for  the  maintenance  of  its  forces  in 
Europe,  were  of  little  help,  based  as  they  were  01.  the  reasoning  that  the  deficit 
in  the  U.S.  baUnce-of-payme nts  was  a  passing  disturbance.  Second,  most  of  the 
deficit  was  a  function  of  the  fact  that  the  United  States  was  acting  as  banker  to 
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the  world.  Liquidity  needs  determined  the  deficit,  rather  than  the  deficit  acciden* 
tally  filling  liquidity  needs.  This  became  less  true  in  the  final  years  of  the  Vietnam 
War  after  about  1968,  and  especially  in  1970  and  1971,  when  the  merchandise 
trade  balance  in  the  United  States  balance  of  payments  turned  adverse  on  an 
annual  basis  for  the  first  time  since  1894.  The  meaning  of  surplus  and  deficit  in 
the  balance  of  payments  is  different  for  a  bank  and  for  a  bank  customer.  The 
United  States  was  acting  as  a  bank.  The  rest  of  the  world  represented  customers. 
Third,  when  money  markets  are  joined,  as  European  markets  were  with  those  of 
the  United  States  and  Canada,  monetary  policies  cannot  be  independently  deter- 
mined. In  1966  and  1969-70,  U.S.  attempts  to  tighten  interest  rates  pulled  a 
flood  of  money  from  Europe.  The  system  ultimately  collapsed  in  1971  when  the 
United  States  tried  to  achieve  cheap  money  while  Germany  was  seeking  to  raise 
interest  rates.  Dollars  poured  abroad  and  drowned  the  Bretton  Woods  system. 

The  Bretton  Woods  misconception  about  the  possibilities  of  control  of  capital 
movements  had  another  consequence.  The  IMF  had  been  designed  to  fund  cyclical 
— not  persistent — balance-of-payments  deficits  on  current  accounts,  not  to  handle 
capital  flows.  The  ainounts  available  were  too  small,  even  before  postwar  inflation^ 
and  provision  of  assunance  w?s  stretched  out  over  time.  The  IMF  was  no  help 
in  a  crisis  on  this  score,  and  also  because  its  decision-making  procedures  were 
time-consuming.  A  few  steps  were  taken  to  modify  IMF  procedures  to  correct 
these  disabiliries.  With  convertibility  in  1958,  however,  it  proved  necessary  to 
provide  a  special  fund  for  countries  under  speculative  attack,  called  the  General 
Arrangements  to  Borrow  (GAB),  organized  by  leading  financial  countries  (the 
Group  of  Ten).  A  run  on  the  nound  sterling  in  March  1961  occurred  while  this 
machinery  was  being  completed,  and  was  met  by  an  informal  emergency  loan  to 
Britain  on  the  part  of  a  number  of  countries.  This  so-called  Basel  Agreement^ 
led  by  the  United  States,  was  regularized  in  arrangements  to  swap  claims  on 
foreign  central  banks  for  foreign  claims  on  domestic  central  banks,  which  were 
activated  in  subsequent  foreign-exchange  crises  in  Canada  in  1962^  Italy  in  196]^ 
and  Britain  again  in  1964  and  1967.  As  the  largest  supporter  of  the  agreement,  the 
United  States  found  it  of  little  help  when  the  crisis  affected  the  dollar. 

In  1965,  under  President  Johnson  and  Secretary  of  the  Treasury  Henry  H. 
Fowler,  the  United  States  decided  that  it  would  be  useful  to  adopt  TrifBn^s 
suggestion  of  a  new  international  reserve  asset,  but  to  do  so  in  addition  to  gold 
and  dollars,  not  as  a  substitute  for  them.  The  reason  was  that  gold  was  going 
inr^  hoarding  and  was  not  available  for  adding  to  world  liquidity.  The  world  had 
at  cumulated  S25  billion  or  so  of  dollars  and  was  wary  of  taking  more.  To  increase 
world  liquidity  at  some  appropriate  rate,  therefore,  it  was  believed  necessary  to 
add  a  third  "«^«et.  Subconsciously,  perhaps,  the  American  authorities  were  more 
interested  in  storing  the  U.S.  ratio  of  reserve  assets  to  foreign  liabilities  than 
they  were  in  1,  jbal  liquidity.  They  failed  to  recognize  that  Special  Drawing  Rights 
for  the  United  States  meant  SDRs  for  all. 

An  asymmetric  or  hierarchical  system  in  which  the  United  States  acted  as 
banker  for  the  world;  the  ultimate  provider,  along  with  military  security,  of  a 
market  for  Histress  goods;  a  fource  of  goods  in  short  supply,  and  of  capital  require* 
ments,  a  monitor  of  the  svstem  of  international  money  including  the  pattern  of 
exchange  rates,  and  a  lender  of  last  rrsort  in  crisis — such  a  system  may  be  possible 
to  contemplate  in  economic  terms.  By  the  1970s  it  was  no  longer  in  the  cards 
politically.  Attacks  on  the  system  came  from  many  sources:  from  within  the 
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United  States  where  •ome  induitriei.  and  most  labor  unioni.  joined  farmeri  in 
Mmtint  the  pnmacy  of  their  parochial  interests  over  the  international  interest  of 
tut  system;  from  radicals  who  insisted  that  U.S.  professed  action  in  the  inter- 
national  interest  was  in  fact  a  selfish  imperitlist  one;  fron.  a  stronger  Europe,  led 
by  France  and  followed  somewhat  reluctantly  by  Germany.  Britain  and  Italy. 
Claiming  an  enlarged  share  of  decision-making;  and  from  the  developing  countriet 
It  was  largely  the  domestic  interests  in  the  United  States  that  led  Secretary  of  the 
ireasury  John  Connally  in  August  1971  to  insist  on  devaluation  of  the  dollar, 
to  break  the  pressure  on  miportswmpeting  industries,  and  which  led  President 
Nixon  in  August  ,973  to  embargo  the  foreign  sales  of  soybean,,  thus  administering 
a  accond  shock  to  Japanese  economic  interests  and  sensibilities.  The  French  voice 
in  international  economic  matters  was  larger  than  their  economic  specific  gravity 
•      cr"  »''«y  mobilized  the  European  Economic  Com- 

ftiunity  (EEC)  in  support  on  occasion;  because  they  were  willing  to  exit— convert- 
ing  dollars  to  gold  ostentatiously  in  1965.  withdrawing  from  NATO,  refusing  to 
**TT.'%  agricultural  prices. 

Ilie  developing  countries  had  organized  themselves  as  the  Nonaligned  Nations 
at  Bandung  m  1955  and  as  the  Group  of  77  in  the  United  Nations  Conference  on 
Irade  and  Development  (i;nctad)  m  1964.  and  began  gradually  oflering  an  alter- 
n^'^ti^f*  international  economic  system  shoiiH  be  managed.  In  the 

Umted  Nations,  making  effective  use  of  a  large  majority  bet  .  .e  of  the  numbers  of 
"r  c  T!;''"'?  ,    '  <l«veloping  countries  gradually  fashioned  a  position 

which  differed  from  the  free-market  one  professed  by  the  United  States  in  a  long 
list  of  economic  functions,  from  trade  to  commodity  prices,  assistance  for  balances 
01  payments,  foreign  aid.  the  multinational  prices,  assistance  for  balances  of  pay- 
menis.  foreign  aid.  the  multinational  corporation,  and  the  issuance  of  international 
liquidity.  They  denounced  the  conception  of  a  liberal  system  as  neocolonialist  con- 
tinuing econornic  subjection  after  political  independence  had  been  granted,  and 
opposed  It  with  a  list  of  demands  packaged  as  the  New  International  Economic 
Ordet.  I  he  success  of  the  Organization  of  Petroleum  Exporting  Countries  (OPEC) 
m  converting  a  political  embargo  into  a  drastic  price  rise  in  oil  in  December  1973  in 
the  wake  of  the  Yoni  Kippur  War  raised  expectations  of  the  developing  countries 
in  their  demand  for  a  share  of  SDRs.  and  their  demand  for  generalized  preferences 
for  manufactured  exports  of  developing  countries  in  industrialized  nations.  Secre- 
tary of  State  Henry  Kissinger  initially  reacted  to  this  importunism  by  ignoring  it 
(jraduilly,  however,  he  began  to  take  a  hand,  seeking  a  way  to  find  an  accommoda- 
tion with  the  developing  countries  At  the  Seventh  Special  Session  of  the  General 
Assembly  m  September  1975.  he  went  along  with  a  proposal  for  a  Committee  of 
Twenty,  to  meet  at  Pans,  with  four  committees,  to  prepare  detailed  plans.  And 
during  1976  a  genuine  bargammji  process  seems  to  have  been  under  way.  in  Paris, 
at  the  Jamaica  meeting  on  morctar,.  matters,  at  the  unctad  Conference  in  Nairobi 
m  May-  as  well  as  in  the  related  area  of  the  Law  ui  the  Sea  Conference,  where  a 
deadlock  betw.^en  developed  and  developing  countries  persists  on  the  issue  of  how 
to  explo-  »nd  diuribute  the  proceeds  of  the  mineral  resources  of  the  ocean  seabeds. 
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Public  ,;«)ds  are  those  the  consumption  of  which  by  anv  one  person  or  con- 
suming unit  does  not  dimmish  the  amount  available  for  the  consumption  of 
others.  Sho't  of  some  level  of  congestion,  roads  and  parks  furnish  an  example. 
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Other  cypei  of  public  goods  are  law  and  order,  clean  streets,  economic  stability. 

Public  goods  are  difficult  to  get  produced  on  a  voluntary  basis  because  it  is 
in  no  one  perton*s  interest  to  undertake  the  expenditure  of  time,  effort  or  money 
to  do  so.  And,  if  they  are  going  to  be  produced,  the  individual  can  enjoy  them 
without  payment,  as  a  free  rider.  Hence,  public  goods  are  notoriously  under- 
produced. They  must  be  furnished  by  government,  and  even  then  sectional  or 
group  interests  may  politick  against  their  production  on  the  ground  that  their 
costs  exceed  thfir  benefits. 

In  the  international  economy,  there  is  no  governnient  to  produce  public  goods. 
Certain  international  agencies  are  endowed  with  powers  to  discharge  certain  func« 
tions.  For  the  most  part,  however,  mternational  public  goods  are  underproduced 
unless  some  countries  take  on  a  leadership  role,  cajoling,  persuading,  arm-twisting 
other  countries  to  take  their  appropriate  shares  of  the  cost.  There  can  be  stale- 
mate: at  the  1927  World  Economic  Conference  uno**r  the  auspices  of  the  League 
of  Nations,  all  countries,  including  the  United  States  which  attended  as  an 
observer,  agreed  to  lower  tariffs,  but  no  country  took  activ:»n.  All  waited  for  a  lead 
which  was  not  forthcoming.  At  the  World  Economic  Conference  of  1933,  no  country 
was  willing  to  abandon  its  national  plans  for  recovery  for  the  possibly  illusory 
hope  of  a  joint  recovery  effort. 

Without  leadership,  international  public  goods  are  underproduced.  With  leader- 
ship there  is  the  opposite  danger  that  some  country  starts  out  believing  that  it  is 
acting  in  the  public  or  general  interest  and  slips  knowingly  or  unwittingly  into 
serving  its  own  ends  exclusively. 

The  international  economic  system  flourished,  more  or  less,  from  1870  to  1913 
when  Britain  served  as  w^rld  economic  leader.  The  public  goods  that  it  provided 
were  a  market  for  surplus  or  distress  goods,  a  countercyclical  source  of  capital, 
management  of  the  gold  standard  that  maintained  a  coherent  set  of  exchange 
rates  and  coordinated  macroeconomic  policies,  and  the  lender  of  last  resort  in 
crises.  After  IQI3  Britain  was  unable  to  discharge  these  functions,  and  the  United 
States  was  unwilling  to.  The  Great  Depression  is  largely  ascribable  to  this  gap. 

Bf^mning  about  1936  and  with  assurance  during  and  immediately  following 
World  War  II,  the  United  States  undertook  to  provide  the  public  goods  needed 
for  world  economic  stability.  Instead  of  the  gold  standard  as  cover,  it  had  the 
United  Nations  and  its  specialized  agencies.  From  the  early  1960s,  however,  and 
increasingly  from  I9^)S  ^s  the  Vietnam  War  deepened,  this  country  became  less 
willing  to  act  as  a  leader  and  the  world  became  less  ready  to  accept  it  m  that  role. 
Some  of  the  U  N  agencies  can  go  on  without  strong  national  initiatives,  notably 
the  IBRD  Most  cannot.  France  is  prepared  to  assert  a  claim  to  leadership,  with 
the  help  of  its  FKC  partners  It  receives  limited  support.  One  or  two  voices  have 
been  raised  in  favor  of  a  duumvirate  or  a  triumvirate  of  the  United  States  and 
Germany,  or  the  United  States,  Germany  and  Japan,  (^unc  apart  from  grave 
doubt  as  to  whether  the  interests  of  such  a  pair  or  trio  of  countries  could  be 
harmonued  sufficiently,  there  arc  questions  first  whether  cither  Germany  or  J^an 
would  be  willing— up  to  now  they  prefer  "loyalty''  to  "voice"— and  whether  the 
rest  of  the  world  would  accede  m  such  an  arrangement.  On  all  three  counts,  the 
prospects  appear  slim. 

The  New  International  Kconomic  Order,  calling  for  developed  countries  to 
acce  to  developing  countries'  demands  on  the  ground  of  historical  equity,  seems 
to  this  observer  Utopian.  Kqually  so  is  the  possibility  of  negotiating  on  a  long-run 
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basis  a  g.ant  package  deal''  covering  aid,  preferences  in  trade,  rights  and  duties 
PI  multinational  corporations,  international  commodity  stabilization,  the  "link" 
for  the  issuance  of  SDRs  and  the  like.  When  principles  are  rejected,  ad  hoc  arrange, 
ments  may  take  their  place  but  are  unlikely  to  have  much  staying  power.  The 
universal  historical  record  of  failure  in  commodity  agreements  originates  in  the 
fact  that  while  buyers  and  sellers  may  be  content  at  any  one  time,  at  a  later 
date  when  the  agreement  comes  up  for  renewal,  the  price  in  the  open  market 
has  changed  and  one  or  the  other  is  dissatisfied.  Complex  package  deals  appeal 
to  the  diplomats,  and  the  historical  record  contains  a  number— hke  the  Congress 
of  Vienna— that  have  demonstrated  survival  value.  Most  have  not,  nor  have  such 
deals  m  the  economic  field. 

What  then  is  ahead?  Since  1971.  despite  inability  to  agree  on  the  international 
economic  system,  the  world  has  managed  to  avoid  the  beggar-thy-neighbor  policies 
of  competitive  tariffs  and  competitive  exchange  depreciation  which  gave  us  the 
1930s.  Instability  has  been  avoided  though  stability  has  not  been  assured.  The 
nationalistic  response  to  the  oil  embargo  of  November  1973— Operation  Indepen- 
H^j  «o  Tehran  to  assure  national  supplies  of  Iranian  oil— has 

subsided  without  doing  particular  damage.  But  the  world  is  far  from  agreement 
on  a  system,  accepting  it  as  legitimate,  and  responding  to  the  cajoling  or  arm- 
twitting  of  a  leader-enforcer  Moreover,  the  United  States  is  the  only  candidate 
for  the  role  visible  on  the  horizon,  and  whether  this  country  would  be  willing  or 
acceptable— absent  the  charisma  of  a  Roosevelt  or  a  Kennedy— is  very  much  in 


question 


What  mieht  such  a  system  consist  of?  To  a  conventional  liberal  economist  the 
answer  IS  relativelv  straightforward.  It  should  be  a  market  system  on  the  whole, 
but  with  market  solutions  modified  when  they  become  intolerable,  i.e.,  when  goods 
are  verv  scarce  or  so  abundant  as  to  threaten  livelihoods.  This  does  not  mean 
commodity  agreements  so  much  as  some  provision  for  stocking  grain  against  a 
repetition  of  1974,  some  industrial  materials  stockpiling,  but  primarily  international 
action  to  maintain  world  income  in  depression.  Tariffs  or  quotas  would  be  accept- 
able onlv  on  a  disaopearine  basis,  to  moderate  but  not  to  forestall  adjustment.  A 
multilateral  agency  would  be  established  on  the  multinational  corporation,  not  to 
handle  compensation  for  nationalization  problems,  on  which  no  meeting  of  minds 
IS  likelv,  but  to  cope  with  questions  of  antitrust,  trading  with  the  enemy  (whether 
the  policies  of  one  country  in  this  area  may  intrude  into  another  through  foreign 
mibsidianes  of  Home^fir  corporations),  double  taxation,  tax  evasion,  corruption 
and  the  like  The  OF.CD  is  the  obvious  locus  of  such  an  agency  today,  but  it 
should  be  open  to  other  countries,  as  they  perceive  it  in  their  interest.  The  OECD 
should  also  be  the  setting  for  coordination  of  macroeconomic  policies,  once  dis- 
cussed bv  Working  Party  No.  1,  but  lately  fallen  into  desuetude.  DAC  in  the 
OFCD  should  continue  o  preside  over  aid,  though  the  function  needs  a  greater 
stimulus  than  the  example-setting  efforts  of  Sweden,  Norway  and  Canada  seem 
to  oroviJe. 

The  mo«t  sensitive  area  is  that  of  money  At  the  moment,  fixed  exchange  rates 
have  been  rejected  ir  favor  of  flexible  exchange  rates,  bur  sentiment  seems  to 
favor  such  management  of  flexibility  as  approaches  fixity.  A  return  to  the  dollar 
standard,  a  return  to  the  gold  standard,  or  the  development  of  a  full-blown  SDR 
standard  each  seems  unlikely.  The  Eurocurrency  and  the  Eurobond  markets  are 
private  organizations,  escaping  national  and  international  restraint.  Darwinian 
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evolution  teemi  ineicapable  in  this  field,  and  is  perhaps  superior  to  Bretton  Woods 
planning.  It  is  possible,  and  even  probable,  that  ad  hoc  international  management 
of  the  Eurodollar  and  Eurocapital  markets  through  combined  open-market  opera- 
tions, led  perhaps  by  the  Bank  of  International  Settlements,  will  provide  the 
stability  needed.  In  any  event,  the  evolution  is  toward  the  internationalization  of 
monetary  policy.  Monetary  autonomy,  like  national  military  security,  is  a  will-o'- 
the-wisp  in  an  interdependent  world. 

In  all  these  matters,  it  is  useful  to  think  of  normal  management  of  the  system^ 
and  crisis  management.  Those  in  trouble  will  think  the  system  always  in  crisis. 
This  view  must  be  resisted.  Yet  the  rules  applicable  to  market  forces,  discrimina- 
tion, exchange  control,  foreign  aid  and  the  like  which  hold  in  normal  times  may 
have  to  be  set  aside  m  a  true  crisis.  This  poses  a  dilemma.  Readiness  of  the  system 
to  cope  with  crises  reduces  discipline  in  normal  times  and  increases  the  frequency 
of  trouble.  The  knife-edge  must  be  negotiated. 

The  United  States  must  be  prepared  to  contribute  to  the  public  good  of  manage- 
ment of  the  intern jttonal  economic  system  in  the  long  run,  and  to  respond  to  crises, 
applying  different  rules  and  standards  to  each,  striving  not  to  let  the  one  corrupt 
the  other.  That  is  diHicult  enough.  This  country  must  at  the  same  time  associate 
the  other  nations  of  the  world  m  this  task  in  ways  that  are  not  subjea  to  entropy 
and  decay.  It  is  a  tall  order. 
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PmMm%  on  Iwfmttowl  ImiMiik  Rolotlom 


SiaUm^nt  by  Riekard  Coaptr 
Under  Secrttary  f^^r  Sconomic  Affairs  • 


At  Iht  founding  of  the  United  Nations, 
and  for  moet  of  the  following  25  yean,  the 
foeus  of  the  international  community  has 
Wen  on  the  maintenance  of  a  peaceful  world. 
In  the  period  ahead,  we  must  intensify  our 
••arch  for  broadly  shared,  sustained  pros- 
parity  and  development.  A  more  peaceful 
world  will  enable  us  to  turn  more  attention 
to  this  goal.  And  our  economic  success  can 
contribute  to  a  more  enduring  and  meaning- 
AU  peace. 

On  behalf  of  President  Carter,  let  me 
•late  our  nation's  firm  commitment  to  do  our 
part  to  achieve  global  prosperity,  to  help 
developing  countries  meet  the  needs  of  their 
ptople.  and  to  work  toward  an  international 
economic  order  based  on  the  principles  of 
cooperation  and  mutual  benefit. 

We  live  in  a  world  where  the  prosperity  of 
each  nation  depends  upon  the  well-being  of 
others— a  world  of  economic  interdepend- 
ence. The  growth  of  markets  and  economic 
activity  in  the  developing  world  Is  an  essen- 
tial and  growing  element  of  the  prosperity  of 
the  industrialised  nations.  The  economic 
strength  of  the  developed  world  is  even 
more  important  for  the  developnr>ent  goals  of 
the  developing  nations.  This  interdepend- 
ence offers  great  challenges  and.  potentially, 
great  benefits.  Today  I  would  like  to  elabo- 
rate on  the  task  of  managing  the  world 
economy  for  the  common  good. 

Four  conditions,  in  our  view,  are  critical 
to  a  well-fianctioning  world  economy. 

— Economic  yroM'f^ --Sustained  economic 
expansion  is  the  best  means  for  meeting  the 


needs  of  both  the  developing  and  the  de> 
veloped  world.  Economic  growth  need  not 
bring  with  it  unmanageable  pollution,  infla> 
tion,  or  social  disniption.  Economic  stagna- 
tion, on  the  other  hand,  will  surely  lead  to 
privation  and  a  rising  nsk  of  worM  disorder. 

— ff/Ticiencif— At  each  point  in  time,  the 
world's  productive  capacity  is  finite.  Our 
needs  and  desires  greatly  exceed  it.  To 
satisfy  them,  we  must  use  what  we  have 
with  a  maximum  efficiency.  We  cannot 
afford  waste. 

— fi^tttfy— The  purpose  of  an  economic 
system  is  to  satisfy  human  wanU.  The  rules 
of  economic  life  and  the  distribution  of  eco- 
nomic products  must  be  fair,  both  among 
and  within  nations,  if  the  system  is  to  fiinc- 
tion  durably  and  for  the  common  good. 

— A(fapfo6tVtfy— The  growth  of  interde- 
pendence brings  with  it  ever  more  complex 
and  demanding  problems  of  adapting  our 
economies  to  changes.  Normal  economic 
fluctuations  in  one  country  affect  its  trading 
partners.  Extraordinary  changes  in  either 
the  developed  or  developing  countries,  or 
abrupt  changes  in  raw  material  or  energy 
prices,  reverberate  throughout  the  entire 
world  economy.  Long-term  changes  in  rela- 
tive cosU.  such  as  those  that  occur  with  de- 
velopment, require  adaptation  both  within 
and  between  economies.  We  must  find 
ways  both  to  avoid  unnecessary  econf^mic 
disturbances  and  to  make  an  orderly  ad- 
justment to  necessary  or  desirable 
changes. 


onoStlf'ulllTt^^^^^^^^  ;*JV?r'"'^  and  Financial)  of  the  U.N.  Ooneral  AnH^mbly 
liJi.aVtnJifnf  i^^^^^  ^^^f^  *^ateil  Oct.  14).  Keprlnteil  from 
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The  world's  agenda  for  economic  poticy  re- 
flects these  paramount  concem«.  We  iden- 
tify five  elements:  demand  manafement,  fi- 
nancial stability,  the  trading  environment, 
flows  of  investment  and  technology,  and 
actions  to  alleviate  poverty. 

The  world  is  emerging  from  the  worst  re- 
cession  of  the  la«t  40  years.  For  all  nations, 
the  r\r»i  priority  must  be  to  continue  that 
recovery  The  major  industrial  countries 
bear  a  heavy  reHponsibility  for  that  recov- 
ery; the  U.S.  economy  alone  accounts  for 
one -fourth  of  total  world  economic  activity, 
and  the  five  largest  industrial  nations  ac- 
count for  half.  Strong  industriaJ  economics, 
able  to  expand  imports,  are  essential  to 
realize  the  hope»  of  the  developing  world. 

The  other  agenda  items  of  the  North- 
South  dialogue,  important  as  they  are»  can- 
not succeed  without  orderly  industrial 
growth  and  an  open  trading  environment. 
By  the  Hsme  token,  the  oil-producing  coun- 
tries have  s  (Special  responsibility  not  to 
place  new  loads,  via  price  increases,  on  what 
i«  at  the  present  s  fragile  world  recovery. 

The  United  States  in  determined  to  see 
the  world  economy  resume  a  high  and  stable 
growth  rate  We  f^xpert  to  achieve  nearly  6 
percent  real  growth  in  1977  and  are  com- 
mitted to  maintuin  strong  growth  in  1978. 

^nonciol  Stability 

A  stable  but  resilient  financial  framework 
is  enftential  both  fur  continued  expansion  and 
orderly  development  The  five  fold  increase 
in  oil  price:.  »ince  1972  has  created  a  unique 
balance  of  ps>ments  situation.  The  Organi- 
sation of  Petroleum  Exporting  Countries 
(OPK(n  a.H  a  group,  have  been  earning  far 
more  than  their  current  expenditures.  For 
the  period  1974«7fi  this  current  account 
surpluH  approximated  $140  billion. 

If  one  group  of  countries  has  a  current  ac- 
count Kurplus,  I  he  rest  of  the  world  must,  by 
definition,  have  a  deficit.  Oil-importing 
countries  cannot,  as  a  group,  keep  their  im- 
ports in  line  with  their  exports  ao  long  as 
the  large  surplus  persists.  Thus  most  of  the 
counlriew  of  the  world  have  had  to  accept  • 
sharp  deterioration  in  their  current  accounts. 
This  problem  has  been  especially  difficult 


for  d«v«lopinf  eountriea,  wImmm  growdi  pUui* 
are  haavily  dependent  on  for«lfii 
change. 

This  novel  problem  haa  demanded  new  ao- 

•utiona,  in  both  national  policy  and  intama* 
tior.al  inatitutiona.  If  all  tha  oil-importinf 
countries  were  to  try  to  avoid  current  ae* 
count  deficits,  they  would  succeed  only  in 
restricting  trade  and  deepening  the  world 
recession.  Inatead,  reaponaible  national  poN 
icy  calls  for  countries  in  strong  financial  po- 
ait  ions  to  accept  current  account  deficits  for 
the  time  being  while  making  a  maximum 
effort  to  curb  their  oil  imports. 

As  a  result  of  its  economic  growth  and  Ha* 
ing  oil  prices,  the  United  States  is  running  a 
large  current  account  deficit.  In  the  eco- 
nomic circumstances  of  today,  this  daficit 
contributea  significantly  to  sustaining  worM 
economic  recovery.  The  fUll  impact  of  our  af* 
forts,  however,  will  be  affected  by  the  ac- 
tions of  other  industrial  economics  and  by 
pricing  policies  of  the  oil-exporting  develop- 
ing countries. 

The  international  financial  system  haa  per- 
formed remarkably  under  the  sudden  strains 
that  were  imposed  upon  it  by  the  current 
account  surpluses  of  OPEC  nations  and  by 
the  world  recession.  Without  adequata 
financing,  the  efforts  of  the  oil-importing 
countries  to  s'^just  would  have  neceaaitated 
curtailing  ec  omic  growth  so  abruptly  that 
it  would  have  caused  severe  hardships  on 
their  populations  snd  might  well  have 
Jeopardized  the  political  stability  of  a 
number  of  countries  in  both  the  developed 
and  developing  worlds.  An  abrupt  curtail- 
ment of  economic  growth  in  borrowing  coun- 
tries would  also  have  completed  recovery  of 
the  world  system  as  a  whole.  Given  the  al- 
ternatives, the  concept  of  borrowing  to 
avert  what  would  have  been  disastrous  eco- 
nomic contradiction  can  be  Judged  to  be  pru- 
dent. This  is  true  even  though  a  substantial 
portion  of  the  borrowing  was,  of  neceaaity, 
utilized  for  consumption  rather  than 
investment. 

To  injure  that  the  International  economic 
system  functions  effectively,  deficit  coun- 
tries must  continue  to  have  the  opportunity 
and  incentive  to  devise  policies  that  will  ad- 
Just  their  economies  at  a  pace  conaiatent 
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with  the  realitiett  of  their  aocial,  pol  ical. 
ami  economic  tiituaiionn.  In  Ihw  context,  we 
btlieve  tht*  new  .supplementary  financing 
facility  prop»»j*ed  for  iht*  International  Mone- 
tary FunH  (IMF)  will  mukt*  an  important  and 
poaitive  contribution  not  only  in  au^mt^ntinK 
the  capacity  of  the  IMF  to  lend  to  its 
member  staten  but  j«Uo  in  as.^urinK  the 
world  that  a  source  nf  official  financing 
exists  on  a  scale  sufficient  to  cope  with  any 
financial  turbuleru-e  we  are  likely  to  en- 
counter. We  believe  that  the  very  existence 
of  «uch  official  finance  has  a  multiplier 
effect— cncouraKiriK  a  desirable  and  neces- 
i«ary  flow  of  private  finance 

Nevertheless,  the  resulting?  debt  situation 
requires  our  close  attention.  Debt  servicing 
problems  hnvt»  occurred  in  the  past  and  can 
be  expected  to  d(»  so  \u  the  future.  It  is  itn- 
portant  that  the  internatitmal  cortirnuiiity  be 
prepared  to  deal  efficiently  and  e(^uitably 
with  such  problems.  I'articulurly  in  totlav  s 
circumstances,  there  i-i  a  ^dobal  interest  in 
avoidu)^'  ei  omnnic  rrt  ri  ru  hnient  by  ruun 
tries  f»»r  reasons  bevonil  their  ci*ritr<>l.  Fur 
our  part,  th**  Tmted  States  will  continue  to 
C(Mip*'rate  in  tnultilateral  efforts  to  work  out 
solutions  whuh  alleviate  \hv  debt  problems 
of  individual  count  ries. 

Ihm  Trading  f  nvironnicnff 

An  open  world  iradni^;  s\>tern  i>  essential 
to  meet  the  nriMU  «tf  d^'Vi'InprMi-rit  atnl  to  a> 
sure  the  pro>p,Tit\  uf  the  \*..rld  fConom\ 
Already  for  nm^t  of  the  world  s  dev^-lopui^' 
countries,  and  ulti?natrl\  for  all,  trad.* 
rather  than  offuial  ax.-i^t anre  is  the  i-hirf 
source  of  foreikjn  exchafi^:*-  and  the  prirnar> 
external  en^;itn-  of  rconomu"  pro^rre^s.  Tr'ade 
meets  tht'  te>t*  fnr  fru:M"ul  in'oniMtuc  rela 
tionships   It  ran  uffrr  nuiliiai  bm.-fits  undi  r 
fair  roles  cnnt rdmi ,fi^'  t..  rmuMfnir  ^;ro\\th. 
to  the  efficOMil  u-i-  ot  liiniud  r,*N«iuri'e<.  an, I 
t<»  e»jUil  \ 

rs    Jia.b-  >Ai{h  lh«'  devrlft[)rnj;  \\nr\i\  \\ 
lustrati's  !hr  f],,it:?i  It  u(|..  [>en»'fUN  .»f 

trade.  Close  fn  half  of  oor  <!Jo  hiHiofi  in  irn 
ports  (Mone  fr».?n  .b-x  .'iMpuii:  muntfir.-  hfi 
port^  fn»rn  n»»?i  ori  d^wlnpin^:  voontrn  -  havr 
irrown  by  .'^Im  bilhon.  or  ioo  p».rrrnt.  rn  the 


last  7  years.  U.S.  exports  to  the  non-oil- 
exporting  developing  countries  during  the 
past  2  vearn  totaled  about  25  percent  of  total 
U.S.  ^  porta— approximately  the  same 
amount  e  aent  to  the  Kuropean  Commu- 
nity, Ea.  em  Europe,  the  Soviet  Union,  and 
China  combined. 

We  now  have  in  the  multilateral  trade 
negfitiations  (MTN)  the  opportunity  to  take 
concrete  and  meaningful  action  in  the  trade 
fiehl.  We  hope  before  the  end  of  this  year  to 
table  working  texts  for  agreements  regard- 
ing nontariff  measures.  And  very  early  next 
year,  participants  in  the  MTN  will  he  ta- 
bling their  offers  for  tariff  cuts.  My  govern- 
ment is  determined  to  seize  the  opportuni- 
ties offered  us  in  the  next  few  months  to 
move  towani  substantial  trade  liberalization. 
We  appeal  to  all  participant  country'  s,  de- 
velojied  an<l  developing,  to  contribute  to  the 
success  ol  .e  Tokyo  Round.  Much  is  at 
stake  for  all  of  us. 

S,  -i.  developing  countries  in  particular 
havt  eh  tc»  gain  from  trafle  liberalization, 
\*e  es^iecially  urge  that  they  intensify  their 
participation  in  *^  negotiations  «nd  con- 
tribute sijfnifica  ^  the  final  outcome. 
Benefits  can  be  nu  mI  if  they  are  the 
pr<»duct  of  shared  c(  tions  and  obliga- 

ti(»ns  huleed.  we  beo^.e  that  the  gradual 
asMirnptitm  b\  developing  countries  of 
^ri'ater  obligations  as  their  development 
pr(>gresses  is  important  to  the  maintenance 
and  growth  of  an  opi*n  international  tradinK' 
system. 

In  a  time  of  high  unemployment  it  is  hard 
t(»  tnake  (lecisifms  for  future  trade  liberaliza- 
tion, but  it  is  with  the  l<»ng»term  goal  in 
mind  I  f  economies  Joined  together  in  an 
o|>en  international  system  that  we  should 
look  at  whm  we  want  from  each  other  in  the 
MT\  and  in  reforming  the  trading  system. 

Many  developing  countries  ♦^nif)hasize 
their  need  for  preferential  treatment  For 
our  part,  wi*  will  continue  to  support  the 
generalized  system  of  f) references  for  less 
developed  countries,  nd  we  endorse  special 
treatment  for  thrir  exp«»rts  wher<»Ver  feasi- 
bit-  and  appropriate  We  hope,  however.  ih:\\ 
the  devtdopin^,'  countrie:.  will  be  irnaginative 
aii(»  forthcoming  in  reducing  their  own 
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meatum  of  tracU  protection.  While  we  con* 
ventionally  gpeak  of  Irirte  liberaliiatiun 
meftMureii  a«  ''conceKMiunA"  by  one  country  to 
another,  they  may  benefit  the  liberalizing 
country  as  much  or  more  than  itn  trading 
partner.  When  tariffs  are  reduced,  there  is  a 
gain  not  juAt  to  foreign  producers  but  to 
conHumer^  in  the  home  country  and  to  the 
vigor  and  competitivenesK  of  it«  industries. 

CottantHiifieH 

The  current  commodity  negotiations,  in 
eluding  the  discussiorj  of  u  common  fund. 
Hhow  the  benefits  of  the  North-South 
dialogue^-benents  which  are  both  intellec 
tual  and  practical.  Through  the  discussions. 
We  have  conn*  to  a  better  understan<ling  of 
the  workings  of  commf)dity  markets  and  the 
real  possibilities  for  improvement.  We  have 
identified  raw  materials  markets  where 
price  fluctuations  may  be  excessive,  leading 
to  a  disruptive  cycle  for  producing  countries 
and  to  an  inflationary  bias  for  the  worM 
economy. 

My  government  believes  that  commodity 
agreements,  properly  conceived  and  man- 
aged, could  stabilize  prices  which  now  are 
subject  to  excessive  fluctuations,  lender  the 
auspices  of  I'.N.  Conference  on  Trade  and 
Development  ll'Nl  TAD).  we  are  actively 
exploring  the  possibilities  for  commodities 
agreements.  We  welcome  the  recent 
achievement  <tf  consensus  on  an  mternational 
i«ugar  agreemef^t  We  are  prepared  to  join 
any  commodity  agree?nent  w  hich  \*  ould  be 
efficient  an<|  fair,  and  we  support  a  common 
fund  to  facilitate  thr  financing  of  buffer 
stocks  arising  from  thes^  agreements 

For  some  cotnmoih:  ies,  buffer  stiu  ks  or 
other  price  slahdu;4ln)n  measures  rMn>  rint 
be  practical  We  will  work,  together  witn 
ifjterested  countries  and  the  vvurM  and 
regi'>rjal  development  banks,  for  other 
mea-^ilres  ef  assi.stance  productivity  im 
provement,  research  into  new  ;ifid  irnproviMl 
Uses,  and  market  'Ic vidopnu-nt  diversifn'M 
tion 

Conunodity  agreements  aloru'  canf)Mt  meet 
the  problem  of  inst alnlrr >  of  export  earfnng> 
among  developm^j  ('imntnf>  'Vhv  (  nrnpcn.sa 
tory  Financing  F  acilit  s  nf  i  he  International 


Monetary  Fund  ia  daaigntd  to  halp 
temporary  balance  of-paymenta  probtomt 

due  to  reduced  return  on  exporta.  Wa  be- 
lieve thit  facility  hat  played  an  imr>ortant 
stabdizing  role  in  the  world  economy,  and 
we  will  join  with  other  countries  in  review- 
ing proposals  for  any  necessary  improve- 
ments. 

Kuergfj 

The  world  has  begun  a  fundamental  tran- 
sition from  an  enerify  system  relying  on  fos- 
nil  fuels  to  one  increasingly  based  on  alter- 
native energy  supplies,  including  especially 
renewable  energy  sources.  During  this  tran- 
sition, we  believe  that  cooperation  between 
Consumers  and  producers  is  essential  on 
questions  of  conservation,  supply,  and 
research  and  development  of  new  sources. 

The  Administration's  energy  program  ad- 
dresses our  own  domestic  energy  transition. 
With  the  program,  the  United  States  will 
reduce  its  depen<lency  on  oil  imports  and 
improve  its  balance  of  payments  while  con- 
tributing to  price  and  payments  stability  in 
the  world  economy.  The  aim,  through  a 
combination  of  conservation  and  develop- 
ment of  new  supplies,  is  to  reduce  U.S.  im- 
ports of  oil  to  (>  million  barrels  a  day  by  1986 
without  impeding  growth  in  our  economy. 

For  the  developing  world,  the  price  of  oil 
is  the  key  immediate  question.  While  bring- 
ing higher  revenues  and  S'*celerated  de- 
velopment to  the  oil-producing  states,  the 
sharp  increases  in  oil  prices  during  the  last 
few  years  have  h««l  devastating  effects  on 
the  rest  of  the  world,  and  especially  on  the 
other  developing  countries.  Apart  from  the 
direct  cost  of  oil  imports,  these  countries 
have  been  hurt  by  the  world  recession  ag- 
gravated by  the  oil  price  hikes.  The  oil- 
producing  states,  which  also  have  ambitious 
development  plans  and  in  some  cases  large 
investments  in  the  world  economy,  are 
themselves  da^naged  by  the  inflation  and  re- 
cessiiin  which  have  resulted  from  abrupt 
price  escalation. 

Solving  the  energy  problem  will  require 
measures  of  restraint  and  sacrifice  by  all  the 
natiims  of  the  world;  intense  conservation 
efforts  by  oil  consumers,  especially  the 
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United  Stttts  with  if  extraordinaHly  high 
eonaumption;  joint  rta«arch  and  develop- 
mont  offorta  for  renewable  energy  reaource» 
and  for  the  peaceful  1  use  of  nuclear  energy; 
and  restraint  on  the  price  of  energy  by 
producers. 

We  stand  ready  to  help  developing  coun- 
tries in  energy  development.  The  World 
Bank  Hhould  be  encouraged  to  devote  some 
of  its  growing  resources  to  the  development 
of  conventional  sources  of  energy  and  to 
working  out  ne*  modes  of  cooperation  be- 
tween host  governments,  private  capital, 
and  international  lending  institutions.  Be- 
yond that  we  are  prepare<i  to  consider  con- 
structively any  proposals  for  joint  research 
on  energy. 

Fmni 

The  international  trade  in  food  provides 
the  most  telling  instance  of  world  interde- 
pendence. With  a  predictable  range  of  prices 
and  adequat'j  reserves,  the  world  agricul- 
tural economy  can  meet  people's  needs  and 
adjust  to  the  unpredictability  of  climate. 

The  United  S'ates  i^  committed  to  reach 
an  international  agreement  for  wheat  that 
will  establish  a  system  of  nationally  held  re- 
serves and  will  reduce  extreme  price  fluctu- 
ation. We  pledge  our  food  abundance, 
through  increasing  (|Uuntities  of  foml  aid,  to 
help  UhhI  deficit  countries  in  time  of  need. 

The  United  States  has  ratified  the  agree- 
ment establishing  the  International  Fund  for 
Agricultural  Development  and  has  dep^^sited 
its  contribution  {October  4,  1977|.  We  hope 
the  institution  can  bi'gin  operations  during 
this  Assembly.  We  wish  to  encourage  in- 
creased emphasis  on  ag.-'icutture  by  other 
development  lending  ini^titutions,  and  we 
aim  at  an  enhanced  bilateral  prfi^ram.  in- 
cluding a  special  and  major  effort  to  increase 
food  production  capabilities  in  the  African 
Sahel 

Invettmtni  ond  Technology  Tranifor 

SustaimMl  growth  in  the  devHopin^  world 
will  re()Uire  imm^'n^e  inv*»stment  The  op- 
p^^rtunitics  are  ahuh<lant.  both  fnr  the  effi 
cient  use  of  intern;itiorjal  capital  and  for  pri^ 


vate  investment  on  terms  satisfactory  both 
to  the  host  country  and  the  investor. 

—Private  bank  and  nonbark  lending  has 
increased  enormously  in  recent  years.  This 
development  is  praiseworthy,  and  we  sup* 
port  further  prudent  expansion  of  the  use  of 
private  capital  markets. 

— The  work  of  the  international  lending 
institutions  has  been  bold,  efficient,  and  in- 
dispensable. They  provide  a  useful  bridge 
between  private  lenders  and  public  borrow- 
ers. We  support  their  expansion, 

— Investors  and  host  countries  alike  can 
benefit  from  discourse  and  consensus  on  the 
conditions  of  private  investment  and  the 
rights  and  responsibilities  of  both  parties. 
We  support  internationally  agreed 
guidelines  for  private  investment.  The 
United  States  continues  to  participate  ac- 
tively in  the  work  of  the  U.N.  Center  for 
Transnational  Corporations  regarding  a  code 
of  conduct.  Reduced  uncertainty  and  risk 
will  make  investment  more  attractive  to  all 
concerned.  We  believe,  however,  the 
guidelines  should  be  legally  binding  only  in 
areas  where  there  is  broad  international 
consensus  on  the  standards  to  be  applied  and 
where  the  subject  matter  is  amenable  to 
such  agreements.  For  example,  we  support 
an  international  convention  against  illicit 
payments  which  woulJ  involve  bindi.ig 
agreements  concerning  c 'iminal  law  . 

— Technologica  improvements  have  been 
the  last  cornerstine  o'  mankind's  progress 
during  the  last  tWv.*  r<^nturie8.  It  will  con- 
tinue  to  be  crucial  to  economic  development. 
We  strongly  support  the  transfer  of  technol- 
ogy in  furtherance  of  development. 

Much  technological  information  is  publicly 
available  and  our  joint  task  is  to  develop  the 
human  capital  required  receive  and  apply 
it.  We  have  over  150.0(KJ  students  from  de- 
veloping countries  in  our  universities  as  part 
of  this  process,  and  we  welcome  that. 

Some  technological  knowledge  is  proprie- 
tary, the  result  of  the  application  of  effort  by 
private  individuals  and  firms.  Protection  of 
their  rifrhts  of  discovery  is  essential  to  the 
continuing  process  of  innovation.  We  sup- 
port the  etTort  to  develop  a  voluntary  code 


whkh  would  provide  adequate  protection  of 
proprietary  technology  without  creating 
anticompetitive  conditiona. 

A  code  on  technology  transfer  will  aerve 
no  purpose,  however,  if  its  terms  are  so 
structured  that  the  owners  of  technology 
have  no  incentive  to  engage  in  the  costly 
process  of  producing  new  technology.  We 
muHt  all  create  a  framework  which  reflects 
the  mutual  intereHt  of  owners  and  potential 
purchaHem. 

The  ultimate  objective  should  be  the  de- 
velopment of  a  self-sustaining,  indigenous 
capacity  for  innovativ^n  and  t»cl  nological 
adaptation.  This  will  require  imaginative 
and  flexible  national  policies  ami  interna- 
tional endeavors.  The  1979  U.N.  Conference 
on  Science  and  Technology  for  Development 
will  provide  an  important  focus  for  interna- 
tional cooperation.  We  offered  to  host  the 
conference  in  the  United  States  in  order  to 
give  the  conference  the  fullest  benefit  of 
Amerivsn  experience,  including  especially 
that  of  the  private  sector— universities,  in- 
dustry, research  foundptions.  and  the  scien- 
tific  and  enifineerInK  communities. 

AlUviotton  of  fov«rty 

^  In  addition  to  the  concern  of  the  United 
States  for  the  effective  management  of  the 
global  economy,  my  country  \»  deeply  com- 
mitted to  the  alleviation  of  poverty,  at  home 
and  around  the  ^\t)h^.  President  Carter  is 
determined  to  see  that  poverty  is  substan- 
tially reduced  in  the  United  States  gnd  to 
see  that  the  United  States  contributes  sig- 
niflcantly  to  improving  the  economic  condi 
tions  of  poor  people  everywhere. 

The  global  pr(d)le,  .  of  poverty  must  be  at 
tackeil  in  two  parallel  ways:  by  accelerating 
growth  in  ilevelopin^:  countries  and  by  chan- 
neling more  of  that  jrrowth  to  meeting  the 
basic  human  nee<ls  of  the  poorest  people. 
Though  ilomestic  savings,  private  capita!, 
snti  technology  must  play  the  key  role  in 
most  countries,  bilateral  and  multilateral 
concessional  assistance  v^ill  be  critical  to  the 
developnu-nt  prospet  is  of  many  countries 

the  Unitetl  States  i>  tonimittt'.l  to  a  sub- 
stantial increase  in  affinal  developiu»nt  as- 


sistance and  to  improving  ita  quality  mud 
effectiveneaa.  Our  fareign  Miatanet  appro* 
pHation  bill  currently  io  the  Congr#ia  con- 
tains provision  for  aubaUntial  incrtaaea  In 
our  concessional  Msistance.  We  ara  com- 
mitted to  contributing  $2  4  billion,  or  SI 
percent,  to  the  fifth  repleniahment  for  the 
International  Development  Aaaociation. 
Along  with  other  donor  countries,  we  will 
support  an  increaae  in  the  capital  of  the 
World  Bank  to  enable  it  to  increaae  ita  lend- 
ing in  real  terms.  An  increaae  in  the  capital 
structure  of  the  International  Finance  Cor- 
poration has  been  approved.  We  will  alao 
continue  to  participate  in  providing  re- 
sources for  the  regional  banlcs. 

But  the  effectiveness  of  the  U.S.  conces- 
sional assistance  and  that  of  other  countries 
will  depend  on  efforU  by  the  recipient  coun- 
tries. These  countries  have  the  obligation  to 
use  these  resources  productively  and  to  in- 
sure that  the  economic  benefits  derived  from 
them  flow  to  all  segments  of  their  popula- 
tion. For  success  in  the  longor  run, 
moreover,  high  birthrates  must  be  reduced 
as  mortality  declines  and  longevity 
increases. 

In  my  government's  view,  the  satisfaction 
of  basic  human  needs  in  all  countries  must 
be  an  integral  part  of  the  international  eco- 
nomic system.  We  should  strive  to  help  poor 
people  everywhere  to  attain  auch  baaic 
amenities  as  food,  health,  and  baaic  educa- 
tion. It  is  a  strategy  for  development  to  en- 
able the  poor  to  engage  in  productive  work, 
to  contrbute  to  and  benefit  from  the  growth 
of  their  country's  economy,  and  to  partici- 
pate in  decisions  affecting  their  daily  lives. 

The  needs  of  people  are  not  restricted  to 
economic  ones.  Basic  human  rights  are  as 
important  as  economic  rights.  The  two  are 
not  separable.  One  without  the  other  losea 
meaning. 

Before  the  concept  of  basic  human  needs 
can  be  fully  translated  into  reality,  all  coun- 
tru's  must  examine  it  in  the  light  of  their 
own  experience.  The  United  States  will  di- 
rect mo»t  of  'ts  bilateral  assistance  toward 
basic  human  needs,  and  we  encourage  other 
nations  to  do  the  same.  We  welcome  the 
World  Bank'h  new  emphasis  in  this  direc- 
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Uon,  Although  it  atill  i.ii  an  important  role 
to  play  in  traditional  lending  to  improve 
InfrMtnicture.  We  are  pieaseil  that  in  the 
U.N.  General  Aaaembly,  several  developing 
countries'  spokesmen  have  endorr^ed  the 
concept  of  basic  human  needs.  In  fact.  I  he 
developing  countries  working  through  the 
U.N.  system  helped  pioneer  the  concept  of 
basic  human  needfi.  Clearly  \»  a  shared 
goal  ami  a  ahared  reHpon^<ibilily— an  aspira- 
tion and  a  program  for  men  of  k""*!  will  in 
all  nations. 

Me  el  ftbe  United  Noftient 

The  United  Nalronn  has  a  distinctive  and 
important  role  to  plav  in  the  international 
economy.  Nejrotialicwis  on  key  economic  is- 
sues are  taking  place  in  the  functional  bo<lies 
of  the  U  N.  system  But  the  United  Nations 
has  actfuired  new  importance  in  the  rco- 
nomic  field  at  a  different  level.  Increasin^^ly. 
the  discussions  in  the  General  Assvnihly  are 
focused  on  major  economic  ijuestions  We  all 
recognize  that  the  fates  an^l  futures  of  all 
our  countries  are  lirked  and  that  tht*  solu- 
tions to  eccnomic  problems  must  he  seen  as 
a  whole. 

Our  efforts  in  the  United  Niaiion^  to  di - 
vise  a  new  global  strategy  should  focus  on  a 
central  problem:  management  of  the  cornpli 
cated  anti  integrated  world  economy  i^  a 
joint  responsibility  of  all  nations  N'o  one  na- 
tion or  group  of  nations  can  assume  all  of  the 
obligations.  No  nation  or  group  of  nations 
can  (iemand  all  the  benefits  We  all  must  do 
our  share  Increasingly,  each  of  us  finds  that 
attempts  to  pursue  policies  based  on  narrow 
self-interest  can  be  thwarted  by  other?? 

Methods  of  making  international  economic 
decisions  must  change  to  reflect  these  new- 
realities  and  to  prepare  for  future  changes  in 
the  international  economic  situation.  We 
must  rin<l  new  ways  to  consult  and  coordi- 
nate  our  domestic  arul  international  eco- 
nomic  policies  We  must  involve  countries 
that  were  not  meaningfully  involved  bi»fore 
1  hope  that  this  (ienera!  Assembly  in  its 
global  economic  dialo^ie  tan  be^m  to  build 
new  means  of  economic  policy  consultation 
and  ciMirdi  nation. 


This  General  Assembly  has  three  momenUwia 
tasks  before  if 

— To  launch  a  new  productive  dialogue  on 
world  economic  issues; 

— To  establish  an  approach  to  an  interna- 
tional  development  strategy  for  the  IMO's 
and  perhaps  beyond;  and 

— To  consider  the  report  of  Chairman 
Dadzie  [Kenneth  K.  S.  Dadzie  of  Ghana]  of 
the  ECOSOC  Ad  Hoi*  Committee  on  the  Re- 
structuring  of  the  Keonomic  an<l  Social  Sec- 
tors of  the  United  Nations  System. 

The  manner  in  which  this  Assembly  dis- 
poses of  these  issues  will  set  a  measure  of 
effectiveness  of  the  United  Nations  on  eco- 
nomic matters. 

The  Paris  Conference  on  International 
Economic  Cooperation  [December  1975-June 
19771  was  often  described  as  the  North- 
South  dialogue — a  process  of  negotiation  be- 
tween developed  and  developing  countries, 
i.et  us  now  break  with  the  past  and  take  an 
important  step  beyond.  Let  the  new 
dialogue  not  be  between  North  and  South 
but  amoni;  all  nations.  Let  us  concentrate  it 
on  our  mutual  interests  an<l  concerns  and  on 
the  management  of  a  global  economy  whose 
progress  affects  us  all  and  is  the  responsibil- 
ity of  us  all. 

Dialogue  involves  two  distinct,  though  in- 
terrelated, tasks.  The  first  is  consulta- 
tion— explaining  to  each  other  our  ideas  and 
positions.  The  second  is  negotiation— the 
processof  arriving  at  concrete  agreements.  In 
both  of  these  functions  the  U.N.  system  must 
play  a  key  role.  It  is  certainly  the  most  fully 
representative  forum  for  carrying  on  the 
global  dialogue. 

How  should  these  two  fiinctions — consul- 
tation and  negotiation — be  divided  among 
the  various  entities  of  the  U.N.  system? 
Clearly  the  General  Assembly,  the  U.N. 
Economic  and  Social  Council  (ECOSOC)  and 
other  broad  policy  bodies  are  appropriate 
forums  for  airing  and  exchanging  views. 
Clearly  the  more  specialized  bodies  are  ap- 
propriate for  negoti'^tions.  But  what  is  the 
bridge  between  the  two? 

Our  delegations  discussed  these  problems 
to  some  extent  at  the  resumed  3l8l  Session 
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of  the  General  Assembly.  The  Charter  of  the 
United  NaMontt  empowers  the  Aaaembly— - 
and  the  KCOS<)('  too- -to  **iniiiate  studies" 
and  **make  recommei;  latioNi"  and  ''promote 
iulutionii**  to  interiif.tiunal  econotnic  and  so- 
cial problems.  !n  mo  duinK  it  has  sometimes 
generated  uttefui  activity  in  other  forums 
and  has  encourage  governmeniA  to  muve. 
However,  itx  rule  is  nut  tu  negutiatp  preciMe 
axreementM  nur  tu  place  unresHunable  re- 
stritiritH  on  the  ne^otiatiuns  in  uther  furum « 

Suiit'^s  in  Mpeoific  negutiationK  cjme^ 
when  the  participants  themselves  willingly 
agree  in  the  forum  in  which  they  are 
negotiating.  The  rule  fur  the  Oneral  As- 
sembly must  be  carefully  conceived  within 
the  AhMembly'8  charter  mandate.  Th  i  role 
Khould  be  to  Htimulate.  peri(HlicaIly  review 
and  faoilitste  the  negotiation  proce88.  The 
Ansembly,  whose  ilecisionH  are  recom- 
mendatory, can  influence  event*  and  pro- 
mute  sotu titans  if  we  strive  harder  to  reach  a 
g*>uuinf  ctinsensus  on  subsequent  steps  that 
governments  are  willing  to  undertake.  It  is 
these  subsequent  steps  that  will  proflu'^e  the 
changes  we  seek 

To  place  the  overview  role  in  a  bo<l>  rep- 
resentative of  the  entire  membership  is  un 
derstandabit*  and  justifiable  8in?e  every 
Country  has  a  major  stake  in  the  dialogue 
and  the  negotiation  process.  But  here  we 
face  a  dilemnui  In  these  issues  each  of  us 
has  a  stake  and  deserves  a  voice.  At  the 
same  time,  if  we  all  spea!<.  no  one  is  heard. 
We  have  solved  this  problem  in  other  area*, 
and  1  believe  we  can  solve  it  here.  We  might 
consider  various  possibilities,  including  for- 
mal or  informul  strtaller  boiiies  within  the 
U.N.  system  to  assist  in  performing  the 
overview  rote.  My  delegation  is  open  to 
suggestions  others  may  have  on  this  issue. 

We  have  the  task  of  designating  appro- 
priate machinery  and  processes  to  elaborate 
a  new  internation.il  development  strategy 
for  the  Third  IV  N  Development  Decade. 
The  United  States  wants  a  truly  construc- 
tive approach  to  the  lonK-range  questions  of 
development  and  interrutional  economic 
cooperation  that  will  give  i  s  positive 
guidelines  and  inspiration  fur  the  difficult 
road  aheaxl. 


The  Unite<1  States  strongly  supports  the 
objectivea  of  restructuring  and  reform  of  th« 
U.N.  economic  and  social  sectors.  Reforms 
of  the  United  Nations  will  permit  more  ac- 
tive aupport  and  utilization  of  U.N.  bodiea. 
More  effective  management  of  institutiona 
ahould  be  a  worldwide  cause.  We  must  be 
able  to  make  the  most  efficient  use  of  the 
precious  and  increasing  resources  now  being 
committed  to  development.  With  proper 
ateps  involving  budget  and  program  reform, 
consolidation,  and  effective  interm.l  and  ex* 
ternal  evaluation,  the  United  Nations  can 
play  a  mure  important  role.  Without  these 
steps,  donurs  and  recipients  will  select  al- 
ternative approaches.  This  is  a  fundamental 
issue  the  membership  must  face  in  dealing 
with  th?  restructuring  role. 

We  need  also  to  look  carefully  at  aalaries 
throughout  the  U.N.  system.  Increasingly, 
the  organization's  guaU  are  helping  the 
needy  and  the  impoverished.  We  must  con- 
sider ;he  salary  issue  from  that  perspective. 
And  we  all  must  take  greater  care  in  the 
placement  of  personnel  in  the  U.N.  system. 
We  need  the  best  that  the  world  has  to  of- 
fer. We  already  get  some  of  the  best.  But 
we  need  more;  and  indeed  we  have  the  en- 
tire world  to  draw  upon.  New  screening 
n>echanisms  should  be  explored  to  insure 
that  thp  right  person  is  placed  in  the  appro- 
priate job.  This  is  another  issue  in  which  we 
welcoUie  the  views  of  others. 

Most  important  of  all,  if  the  United  Nations 
is  to  be  effective,  its  member  nations  will 
have  to  adopt  new  attitudes  tuwanl  it.  I. be- 
lieve this  has  already  begun  to  happen.  But 
we  mus*  build  on  what  has  already  been 
accomplished  in  the  following  ways. 

— First,  we  all  must  make  a  commitment 
to  use  the  United  Nations  in  areas  of  sub- 
stsntive  concern.  We  must  send  highdevel 
officials  and  experts  from  capitals  to  become 
engaged  in  the  U.N.  policy  process.  We 
must  improve  the  quality  and  substantive 
content  of  our  involvement. 

— Second,  we  must  make  the  development 
of  resolutions  of  the  Gereral  nssembly  and 
its  Economic  and  Social  Council  a  more  care- 
ful and  substantively  useful  process.  The 
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tvrrtncy  of  U.N.  r«ao)utiona  it  debat«t) 
wktn  «  conMniMs  is  achivvvd  in  this  body 
miJy  by  meftiw  of  deliberate  ambifuity.  We 
mutt  all  look  harder  at  our  national  posit ionn 
to  see  if,  through  extra  effort,  real  connen- 
iut  can  be  developed. 

•^Third,  consensus  in  the  United  Nations 
•liould  produce  effects.  This  institution  can 
pass  many  resoluOons  by  simple  majority 
rule.  But  often  what  wt*  are  seeking  in  the 
•conomic  field  is  s  long  tt*rm  result  that 
cannot  be  attained  by  migority  votes.  Our 
common  approach  to  economic  issues  must 
reflect  a  mutual  interest  if  it  is  to  be  effec- 
tive. All  of  us,  in  seeking  consensus  on  eco< 
nomic  issues,  need  to  aim  to  affect  those 


mnjor  elements  of  the  economic  system-* 
both  in  the  developed  and  developing 
countries^that  can  help  us  attain  our  goals. 
Some  of  these  cannot  be  forced  but  they  can 
be  encouraged.  An  economic  result  is  what 
we  seek.  A  consensus  that  means  sub- 
sequent effective  action  is  the  kind  of  con> 
sensus  the  Administration  will  work  for. 

Let  us  take  some  important  steps  forward 
at  this  General  Assen«bly  to  reach  a  better 
understanding  of  our  economic  and  social 
proble.ns  and  the  means  by  which  we  might 
solve  them.  The  United  States  is  committed 
to  this  effort.  We  look  forward  to  our  in- 
volvement with  others  in  this  endeavor. 
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Improving  Trends  In  Trade  Cited 
Despite  Year's  Record  Deficit ' 
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hjiHj  Ma<i  UtintpcnctI  hv  the  apprcciatkM 
\\t  foin|{n  ciMroiKtfs  causing  lilt 

violi.ti  prk«N  ut  impi>ii>  In  rise,  and  by 
Ihf  xlnvkv-r  p4ci:  of  I!  N  economic  ttipan* 
NK«ii  x.nmp4ii>il  10  thv  twu  preceding 

Ihi'  (KMcfiot4ilion  In  the  overall  triidc 
hjUna-  over  ihi  puM  Ihrce  year*  was 
liiryclv  tfcvounieii  fur  hv  a  decline  in 
thr  hjUiue  of  (rjtto  in  nunufaciiired 
^tH>(iN  (ton)  4  S^^  hiltion  Mirptut  in 
l'*''"^  to  .1  $<  K  hilhoM  deficU  in  19711. 
(  tni>(.'iM'U  fho  iii)piovin«  (rend  during 
l')"^  vkUN  hioiighi  ahotii  h>  .i  sharp  shift 
Ml  Ihr  nianiifaclinrN  iiailc  hitlaiioe  from 
.t  tovord  %\2  \  hiliion  ilchvii  4i  an  an* 
iniiil  lAie  in  (ho  hfNi  qiurloi  to  a  tl.H 
hilhon  MirpUiN  m  ,ui  jnnuiil  rale  in  Ihf 
hn.il  i^iLtili-t  l  or  Ihr  vonr  as  »  whole, 
m.tnuf.icfiiri'd  ovporiN  loUlcd  $^4  5  hil* 
hon  up  IKH  pi-ui-ni  from  l<*77,  while 
tiLiniit ji  ttiu'd  iinpiUtN  roM'  hv  '^11  per* 
«  .'lit  to  iirH)4  Hilhoii  In  con(r4\l,  th^ 
u'lurii  to  MiipliiN  in  iho  fourth  quarter 
r^-lK'i  U'd  J  ^  pot  com  in  manuf ac- 
ini oit  i-\piMtN  tiotn  first  quiirtcr  Icveh. 
vkhili-  inipi>iu  .ufN.iiK'cJ  hv  iinly  7  ^ler- 
xsMi  iis.T  iho  N.ntu'  prritHl. 

-\inon>(  iTia|or  v-i>niiuiHiilv  groupft,  def* 
kits  vkoro  ^OlUn.lll^  l.ujfor  fur  fh»V\c  calC' 
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PMiliso  \  'hkk'x  .iiki  notifui'l  indiKtrtal 
xupplk's  Tho  l.ir^o  noKJtui'  hjlance  in 
pt'i'olt'iini  .iikt  other  fnols  ho\^ovcr.  de* 
*.i  no\l  M'ltu'vkh.ii  lo  $^J<  4  hillton.  from 
$411  ^  hiMion  in  1^77  Tho  trade  *ur- 
pliixi'N  III  t(HHf\.  LMpii.r  ^oiHK  .ntd  \p<fcial 
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'\p.»ii\  tho  Prt-Mdoni  .ttnioiini-i-i'  in  Sep- 
t.'iiihoi  of  l.iNi  \i-.ir  .1  N.itionjl  F*ip4irt 
I'kitii  v  Ihix  MiirktHf  Ihi'  fir\|  limt"  otport 
kjio^^th  h.id  hoon  >:non  ,i  dofiitiii*  priority 
on  ihi'  n.tiiiMi.il  .lUiiul.i  I'losont  and  fii- 
tiifi'  ,iiliiin>  to  impU'iiti'Mi  this  piilicv  are 
o^piit^'il  to  hcconio  .111  iiiiporl.tnJ  f;iclor 
in  r  N  Ir.tili-  oM-r  thi'  next  few  vcar* 

tho  ti.ido  h,it.ini:o  vkifh  tho  docloped 
toiir»tiii->  .i>  1  uronp  vkoiM-nod  hv  nearly 
Sm  hilhon  in  l*^7M  althoup.t  dnimg  th£ 
so.ir  iho  iU-ft.ii  itiniinishoii  sharply  Tbc 
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(kfWti  in  d«veiopciJ  ciH»nirv  fr»ilc  wai  at 
»n  anniiAl  rate  of  $20^  htlhon  in  iSe 
ftr%l  qttartcr.  Nil  JfvrfauJ      «n  ^itm^l 
me  nf  $ft  4  hill  inn  hv  ih»"  AHirih  qii4ii,  t 
V' S  »r.»J'  wnh  JjpAn  ^rr«v  r4piJlv  in 

J«4UM  which  iiimpcvi  \2  pir>.tni  iMir 
fM4.cJ  e^piuls  di  ;»  p«-  tint  nsiiliiim  tn 
4  nearly  4^  ptT*.i>ni  itK  rtMso  iit  ihr  tU-fuii 
111  SII6  hilhon  !hi*  iiu.i-.is.'  in  pur 
chds<-^  liMttt  ljp,in  m.'inls  irrtoritl  hijthi  i 
imp4irt<t  (ti  C4t^  tiuKV,\  .Mttom,.iisc  p.itt* 
•ml  m«thiiu*rv  espfti  ilH  ».pi  tMli/oJ  m 
duMft^l  ,iikI  ntisMiiA't  nt.uhiiu-s  I  ht-  m 
crcav  Ml  iMp«i-K  to  J.tp.iii  .oiKftiJ 
in  maniittft  (tiioJ  jIihhIs  muH  l.»r)ii  nt 
creair^  rrconlotl  m  li^iIi.hi  ,n{*t  id  m.t 
ihincrv.  jiui  thi'tnitjU  Sfupnu'ins  ^ 
in«lii^lii4l  s^ipplus  ^,uh  .1,  i.^kj,  ,ut'l 
Wrap,  jnti  ^>ipp*T  jK.«  v'i'^v  >vt'  ..m! 
CKfVUl^  fell  sh.irpK 

The  deficit  Miih  (  .m.iJ.t  v^tiUiuj 

t<  2  bllliiVI  j»t  iin|-Kifts  MKiiM\f>l  shifhtk 
mtHe  lapullv  thun  ••xtHnls  I  <  jvut'tM 
V«nui  10  rortrni  Most  nf  thi-  rrs  in 
imporlt  Ha<i  iri  iruhiiin.tl  Mipp|i«>s  h\  l.ir 
tht  latKc^i  Ci«m|VM)rni  .»f  ihi|H>ru  i,on\ 
CftnatI*  !  timh 'r  .mil  .Mhor  ^^lnl^l;tl,^  nu 
tcrial%.  sierl.  and  t)r»<«p  nti  hm^vmis  k 
counln!  f»>r  niiuh  of  the  itfov*ih  Nnio 
moiivr  imp»»rli  frcMu  (  jriuli  i\ 
p«mifti  Mih^fdnlullv  I  he  iHi^ff.iv  m 
e«por(«  ii»  <\tn.i(li«  prinunK  rcflvoicJ 
gr '«rer  <iiilttntttti^i*  shipnicn»s  lAjVtullv 
p«rU  f»u  4<i^rnibtv  a\  ^elt  |\  ni.Khinrrs 
•ml  •itcrafi  »  \p,>rti  of  .h.  niu  iK  .)n.| 
Ct>pper.  atTHviM  imhi^tn.it  ^Mpplus  sv,,. 
The  iritli*  surplus  *,th  \V,m>(,mp   I  ,1 


rope  was  cut  by  one  half  Ust  year  »^ 
boih  e«pom  and  imp»»rt\  iccrleraieJ 
»-AfHHh  girw  bv  J 5  piTceni  while  im 
ptult  jiimpr*  perceni  Thi-t  rcstilU  J  in 
4  H4  hillitvi  wrphn.,  Jn*n  finni  $7  1 
hillu»n  in  I**''?  Thi'  incicase  in  c^p^Mt* 
ro  l  iirnpi-  Urjcly  cenletcit  in  man 
iita^  lurid  ifi\\i%  iiuwhinerv.  arrcmfl 
ind  pdilv  .ind  whrmkMU  In  duldilinn. 
irxptirts  of  fjrtn  prtnliMs.  espccialtv 
f>r.ins  atul  u>h.ut.'  v»irc  sh.irply  hijihcr 
Intptirls  fri>m  f  iirope  cnnstsicil  larncly 
nw.hincrv  jnd  nc*  var<  jnd  pjiis 
Su'it  piitchjHrt  fri>m  Ittri'pr  .il%*i  f\ 
paiuti-J  ^h,irpl\  Tr^dv  h  Ijmcs  with  oin 
i>*i>  IjijttAt  tt.ulins  Partners  in  f  nropc 
tlfUriiMalcd  the  dilint  \%iih  ( ffrmuny 
vfciilcncd  fmm  $|  i  hilluMi  in  l**77  to 
hitliiui  Usi  \f,r  ,ind  thr  surplus 
v»ith  thi'  (  nitfj  Kinjttlorn  \».is  lediicnl 
b\  »'iu'  fi^itiih  i<»  ?i)  ^  ^'  iiitM) 

111  auilr  isl  t,»  thi-  \»ntsi'nm>!  I  S  Ir.nK* 
P^Hiti.ui  vitth  ihi-  inJiislfMl  n'lirujif*.  Ihi' 
trjJo  diMKit  M,ih  :ho  \K*M'l*'piHK  ».,Min 
tries  f»j*rpv*tHl  ..nisnlrr.ihlv  ti^llowinji 
t>*o  si'.trs  s.ihst.inlM!  in».riMst*s  I  hi- 
^j|.m»»>  ^^,^h  thv  (»P|(  toimlrri'S  .in.l 
.^thc(  t>il  ,  x|i,.ititig  UK  %  improved 
Ir.iniAfu  .ifl\  .»^iM  thi-  pif\UMis  vc.ir  V\ 
psMto  thrsi-  tur.ons  rxp.iiulfd  f«v  17 
{HMv.»Mir  S\    iiijt  hini  f^  hipnu'iils. 

i-s|vt  mIK  t.><i.f';Minn  ,wi,f  (Inlhiiie  I'qmp 
mi-fit  ln>{HMrs  .-n  thr  ,,thi'i  h.inJ.  iW 
JiiU'J  ^  p*-r.,'ii|  .s  ,o«iilt  1^1  sh,irpl\ 
i<".li:.>,>i  tu!  jMMih.tsi's  o,trl\  in  iho  ^.t'.ir 
INi'  »•  utf  if  Mith  th*'  ,.thi'r  ilc 
M'i.'p.ritf  t  >,Miifu.s  ,U,,  rKirfi.*,-,|  shuhllv. 


wilh  a  quarlerfy  irtnd  of  smaller  dcfWitl 
•tUt  (btf  ftm  quarter  t»pwil».  led  by 
Mtxwg  machinery  and  farm  pruduct  %iilct. 
grew  by  25  percent  Impiiitt  of  consumer 
gonOs  led  the  21  petcenl  •  in  pur- 

cha4e«  from  the^c  couninvs 

The  12  7  bitiMn  trade  tHiplu^  with  the 
communiM  cchi  itnv*  Um  year  wa%  aKnit 
double  the  level  in  l'*77  iHp^ut*  e«. 
p«nded  f»6  perveni.  reflecting  targe  %ale9 
of  agticulliirat  prodticli  especially  corn 
to  FaMern  Europe  iind  Ihe  U  SS  R  and 
wheal,  corn,  anil  coitn..  t'>  (  hina  Im- 
pom  fnini  lhc»e  Vlmhllie^  increaved  17 
pervent  to  $1  K  bilhon 

IJirgc  nurplu»  in  capital  i^o«xi> 

Trade  in  capital  giM>d%  wai  in  »ur- 
plu«  by  1:6  M  bdtion  m  i^^H.  snnKwhal 
abi»c  the  l'*77  virpitu  recorded  ui  ihii 
calegory  htii  flighlly  lower  than  thr  rec- 
ord I97^  level  hxpotU  of  saptUi  goods 

Iriidrlionally  ihc  largexl  US  export 
cfllegorv  advanced  sharply  laM  year, 
rollowing  only  mixtrrale  growth  in  the 
I97V77  periiHl  At  146  hillion.  these  ev 
ports  were  I  ?  percsnt  higher  in  value 
than  in  l'*77  Imp^irts  of  capital  g«HHl% 
rs*ni.nncd  on  a  strong  uptrend  The  40 
pervent  rise  rn  tlwse  imptirts  represented 
a  Hharp  acceleration  over  the  rate  of  in* 
crrase  m  1977  arid  mads*  them  the  fastest- 
Krimmn  mipiut  c.itcgoiv  I4M  ys-ar 

The  t978  cs pension  in  capital  givnis 
espon%  consisted  mainlv  of  uM>tinued 
growth  m  machinery  cspiirt<(  at  a  stib- 
stantiallv  more  ^ap..i  p..ce  than  in  t<>77. 
iind  sharp  rehiuind  in  civrlian  ;nrci.ift 
dehveru't  abroad  Among  machinery  ex- 
ports. esp"ciallv  liirge  increases  were 
recorded  for  comptiters  ;in»l  other  busi- 
ness mai.hines.  eon«>triiction  and  oil  drill* 
inj!  emnpnieiit  an*l  f.i:ni  ni.ichirierv  The 
upturn  III  aircraft  exp*uts  retlected  ma|or 
inst'stmenis  in  Lirjjc  p.i\ss*n|ter  tr.inspi>rls 
Hv  ,1  niinihct  of  ftueijjn  .mimes 

The  Sleep  rise  m  capit.il  yotnls  irriporls 
l.irnelv  (eHct^led  rapid  growth  m  impurt* 
>'f  machinery  fr*im  lapan.  (lerni.iiiv  and 
urher  (Mtltisinal  a.iinti les  .tod  also  froni 
sesi'r,il  I  atifi  Ameriv  in  and  I  ast  Asiim 
I  IK  s  AiUlinji  to  Ihr  ii\^'  in  i-.iptt.tl  ttiKnli 
iniftorts  >»,,s  ,)  siir^ti'  m  irnpiMts  of  arr- 
>.r.»ft  parts  and  entiines  frtin*  ihe  I  niled 
K intftt.^ni  .ind  (  an. rd.i 

(  >ni\unier  iniptirts  rrsc  stron^l^ 

Ilie  di'tuil  in  tr.hle  111  om. inner  gi»n»fs 
rt»se  10  .1  revofd  W\t\  ,,f  h  hdhon, 
S4 'I  hiltion  higher  Ih.oi  m   I')''''   (  on- 
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Mimcf  HtHida  r«|Hirl«'  iiuirjsctt  Hy  1^  |ki 
c«nl  ID  $10  ^  hiilion  hui  iinpi<M«  ot 
thrvc  |>r<Ktiuis  4tl>4iKrit  h\  ,N  iHrt^fni 

wrrr  trgtsu.tj  f^n  ini)KMi\  k>f  Jiith(rt|(. 
»hKh  losr  pt'itcnt  ii>  hillu»n.  amt 
f<H>twcAr  Mhuh  jil>iiKi'il  41  prtirni  !c 
t  *  ft  hillion  lni|>MK  i«t  i(viu  tti.inHMtiU 
4t«o  ikMttiniii'ii  fi>  ihinh  sh.iipU  ii>  s.tUii 
ii'4ihiii){  lUMiK  \2  o  hiMi.Mi  (i^  .^Miir.Mi 
ini|t«<it\  (it  iiMtMiiui'i  1-lrt  (i<>itK  s  k  ifiMft 
iiu-nt  voniiittii-J  ti>  ih'k  t-|i  I  .iti-  r^ntc  :<nU 
M  pi'tiCiH  i^'lllfMliSl  t»«  >ji  -vsth  \ 
JHMll-Ml  III  I'*'"  .uut  ^»  ptlki-nt  iti  >» 
tHxpilt'  .1  Kiliuiu-n  ii)  vi'loi  (.liMtu'i) 
M-t%  ti^iit)  t.ip.tii  v^huM  Ju  liiUiU  J  hs  111 

iDlptMK  r.H«-  I  *  |Vi  i  t  nt 

I  h<'    ilUtl'.IM'     111     I  inU'l     k:^<i'kt>     (' ^ 

plt.llUr^   Mi-.h  III    ^.'fulil;.  tUM M  m 

t'vtM  »-\|»«».t>  .pi'viN  ii*al  (I'lt  'h. II  ni  t 
it'iili*  tl  pit  p.t.  iti.  1     itu-   :.in;i  .1  MM^U 

|Mi>ltlHl      lllCllp       lliJint'tt      M!4l>1i>  M 

tht*u^h    \\i'MtiM    I  tii.'ju"    n-.!>  iiiu">1  tht 

i  ill  kit*  ^1  <«  ii^'l  .i|<hu  iTi.nkir  li'i  t  S  vk'll 
Mlihfl  i:»'«'«K  tll>'  (Mi'vl  I  ll'ij  k'\|MMMi>ll 
M.t^  IM  lhljMn<  U'  I  H'.IM    \:).\  iMi    .|»  v^■i 

iiptny  iiiMtitui^  in   ^M.«  (  ir-n  Nmu'i 

ii  J 


OH  Eipertor*  On—H  Much  Ot 
0«l9fk>ratton  In  ••lafK«t 
Wftfi  0\h9f  Ar«M 


■\iift»m>'iiN«'  'I  nil" 


In     niti 'tiul  iti'    tiV^N    till''  Mn^^>t^ 

UU'Mh    «»Mfp.».  Til    l'\J»«Mt     wMlin    li^  tliMiC 

.1  $  *  V  ht!tii>n  .Irtt.  ■!     in  hh  ii         >f  M) 

vtii  inipiKK  t»\iMiuiiil  (•  ;  I'^-ri  hut  I't 
Ihr  (.'l.i!  .i(if.>t.»,>tiv,-  ir«t»«Ml   iMi'»  ( 

|Vi t^'f nijiu t'  \*  1^  ''w"       ^ihi't  iMi'> 

whiih    i^vMinti-vl    t-M    i.>.    t^^;l^t^     '!  I 

VKmiI  thi.  v-  ipi.iMi  t»  -  t  'hi-  i.Mr»  n 
(tMjl  .itiltirii«'t  1^  iMtpirt%  w  n  I'  IM  ..v'l.M 
irii-.  itthii  thiH*   111,1,1,    n,  >t'ili   ,1  ^rn  ill 

^tM'(-    Ml    -.IX'    x.lli'S  nop  <    MMii,  ui 

ripptCi  i.itiriw  l.'i.Mtti  .  I,!  t  ;t  s  ,111,1  th< 
tMitiJluMi  i^f  i^^vrnJ^u  I  .1  NMnu't  »  (C' 
m.tn  impa  rl  m»  tSf  I   s    'hi^'  m>|v,imv 

it'MtiMllt'J   to    iiKftiSf    xtr.M>i:ls     ^)\^■\  S.) 

priicni  or  'he  u>  i\i-n  <  UM.I 

jhli'  .■t.pi-rt^    'i  -lU    I  ,,Vi:v  (n'l 

<UAvs    r  *p.in  1  .        I..  .1  'o-   I  -To.t 

iS.i  ts  v.i  il    .  .  u-         riJ  '•^ 

pi'fvrMl  \..  <-  H:-     •■    /  k\\{  ••!».;  •     V  I 

irupoftv  ;»u  I  nT -n  >  1       ,r  ■    o  .  ,| 

..on  «  ,  •  ,;'.-o.»  .         ,!     .!'op     :  . 
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Art* 


»,ir.'MAl  (M  ■ihaff   nuiii'  ,h.in  iKmhlinjn  it) 

\v  .HMitl  HI   filuk    in»p^Ut>  jlsO 

rMr.iSiM      tlJtpU     tH     I'i'K     Jjpjil.  Ihi- 

piinurs  >.  tiiM-  oi  I'S  li^hr  inulk  im 
p^'its    .Ik  s  >  onr^'il  ;ot   A\\H\t  s<  iH'Ut'nt 

Ol    thi     IIU  I 

f  \p>F(K  >J  iiiton>i>ti\r  pttKtnv.'K  lo  ni>ri- 
»  i;tiii.M  «K  ^nii.iiions  jJn.uuihI  hy  .il 

no  .!    ill    y,  Ill    I     'M     Mosf  ol  ihi- 

^  <i>M^IvJ     ol     flUMll'l     fxpoils  ..I 

r  ■  k  .  o^t  p  *i  t  ^  I'Ltisk  nct'i  s  M  I »  pot  l^. 
'.'  _o  ■!'(  ■thft  ih.m  (  iM.iJ  t  ituiiMsid 
>»s  >o  t  piTuMit  t?ii  u-  ih.in  i>f!s»'tiiiiji 
I  J«  I  OK'  <ii  ^h)pln('^t^  lo  (  iin.tkt.i 

l>*.fKn  IM  (ui'K  n,irrn*\ 

1       .t,  „  !.nr-  HI  thr  ti.i^ti-  ^It  tu  il  m  hii  K 

t'^  it'.^f  !'  'IM  .1  kliop  III  pk'lioKiirn  im 

tv  .t>  ^ro..,  ^  hllhuM  in  Ii>  ^ 

on    .   i'^-**   <»il  iinpoiU  u'ti  iu'.iil\ 
'  p  ' .  ■  'M  ,11  volume  lo  S  I  I  mi)!ion  I'.tl 
jU  ■  Jiir   to   .t  itfi  leu-   m  iMM'n 

'o'  >  .  '-.■■■Aou'  .1  itftfi'  tmil.i  1  iM  7 
>IhoM^h  iloou'Mii  pt'f  loloilii  1  tsld^tion 
iHii  oi-.i     n    )**"S  .ts  .1  ft'skill   i.t  htjjhrr 

>  i,l    k  i:!     ,   '.l'|Mll       JoUU'Slll  >.tM|MIIUpIll»n 

•  '  ♦    1  hoi II  'hi'  ^.inic  .tnioiint    l*i  u  i-\ 

Al  -         K  h  jr>Ci'i!  j{    tn   .ISt  l.lKl'   of   $1  I  M 

n  '    'VI r  ■  i     1 1  iV  if  iMi£   <tii  1  »I'M  prui' 

■  :  i".-;         'Si  .  'U^hoilt      tfu'         V.U  \lt10(1g 

'fh  '1   f  ik  \  it->  ol   njtnt  .kl  ro\k' 

n      .  v^o\    I.,  V'      h,1l,o„    ft. Mil  $1  ^ 
:  ■  I  '*  '  *    hilt   iinpoff .   ol   luik  It'. I' 

"  ''i      t  ^    '  '  '  I  o,,  •  I'll  vll.Upty  ll'MH 

1^  '  ■      ^    -    t  '  ^N'^s  Miiltion    ill. I  $44  ' 

n  o-.p..lo./U 

t  .0  *;'."'♦  It'll  I  «<  p.-urni  lo  $4  s 
'v-  .1  IS'-  .ifvlmt'  u.|i  nioii  rh.Hi  .ic 
,  ■'■s   .,   \t,tH>  mil  u^i,  i|i,,p  ,11 

.4  s'M,'  -O.  «hutl  P.fl  ■..Til  .1  ,0.ll 
o  ,      O   A-     .lu'inc    flh-    w  .If      nut  i 

-V    ,1.  '  'Til!'!   iKinii'-l  f.'t  r  S 


c<>4t  p^rtiiiuliirly  in  J«p4n  Biporto  of 
prtrokum  nod  prinUicU  riHc.  howfVf. 
Ur^dv  diitf  t()  inorriScJ  criide  i>it  lit* 
li\('iu'>  lo  <'injt)4  imJrr  %«A4p  agffe* 
im  nl'*  *ilh  I  S  i«'hiu'i%  I  *p«)rU  ol  mi- 
iU-.li  m«(i<'iul>  4nd  >maM  amoitnii  of 
n.«iiii4l  |{i>  10  )upjn.  aUtt  rti%r  in  value. 

liKluNittal  %upplicv  dctK'it  expand* 

Iht'  haljtKi'  t'f  tfjuc  in  nonfucl  indui- 
iiiul  Mip[>tu'i  loniiniird  to  dctrrioralc. 
[i)o\HW  Mom  .<  SI  (I  hillion  %tirplut  in 
h^f.  If  .i  $1  hilluM)  di'ticit  in  1977. 
-Mut  J  U4  hillion  iloKit  in  I'^TH  The 
tfjp  hi't**i'rt\  tho  r.iu'\  of  (troMth  in  tx- 
poits  .tnd  imp«Mi>  «>1  thi'Nc  m>xJs  n»r« 
toMt'd  NoiUk'whai.  Kiiwrvcr  K«pi>rt\  rote 
t'\  t  pcfii-nt  whilf  imports  grew  by  24 
piKt-nt  ti'itipjrvd  t«»  l**77  when  ci|port« 
iiiLfcisi'd  i>n\\  H  percrni  and  imports 
lOM-  b\  }<♦  pi'icrnt  The  faMcr  latc*  of 
iinptvri  Kto^kth  «)Vrr  Ihr  few  yean 
lji(!i'l\  let^oitt'd  thi'  Nironger  p4Cc  of  U.S. 
inthtstni!  pr^HluvtuM)  rrlati«'r  to  thv  ma« 
|ot  iiuli<sirKt'i/i'd  m««rki'tN  abroad 

Iht'  rise  in  impt>»ts  to  $  M  S  hillum  wa-i 
"ti  h\  i»  SI  hillion  incrcaNt"  in  sitt\ 
intport^  Ihi'xt'  m>pt>ru  wort-  p.irticiitarly 
hich  in  Iht'  hrsi  foiu  rnonihN  ktt  the  ye<ir. 
piioi  lo  ihv  liitl  miplcnu'ntahon  of  the 
inij^ii  pncms  ^>Mr»n  (or  mtimtonng  for- 
t'litn  stt'i'l  .Mlhod^h  4|iianlitir%  fell  in 
Mihsi'^iitnt  months  thf  vdluc  t)f  it#cl 
imports  fi'in.iini'ii  high  tliik-  t<i  the  higher 
U'vt'i  t>l  piu'.'^  ht.Mijtht  jhtMit  by  the 
iitk;>;i  r  piit.t'N  I  limber  iinpiHts  ro>e  W 
pt-rvt'o"  lo  $2  7  hillion  as  u  roMiU  of 
hrih^'r  pnct's  .»nd  lOntinuvd  \tri>ng  de- 
nt.* n^l  tiorit  thi-  t'kMUinutitM)  J  lid  housing 
st'iiofs  Sh.irp  incroaNcs  were  aKo  re- 
^.MiIt-4.1  loi  iiTiptMls  of  \,-hfmKaN  and  n«n- 
t  .iiini^  nu'Ltls  sm h  .I':  >lumin(im  and  lin 

I  xporis  of  nonfiii'l  industiijl  Mipplies 
t.H.ilt'tl  $  »4  ^  hillM»n  (  hi'mu.il  cxpt^rl^. 
ihi  l.irkjt'st  s.ift^tMv  rtiNC  ^0  pclc.^nt  lo 
$Hi4  hillion.  IftI  b\  strong  salo^  (-'f  fer 
iiti/ii^  I  xiMut>  of  niinft'rrou\  metalt 
fONc'  ont' fiuifih  ii«  \\  \  hilliiin.  partly 
(vc.ujst*  oi  sh.iipl%  increaNcd  sales  of 
i;o)kl  fioin  I'S  <  ik'scrnincnt  stocki 
AfT>on((  .tt;tit  iiltiit  *  ri>^  oiatenats.  %hip- 
mtiUs  it|  loh.ik.t»  'Itf  hult's  and  cot- 
ton .ilso  txp.inkli*u     r»siMnt»alI\  in  %aluc- 

Ihr  r  S  tratU'  Mir  pi  us  in  fivnU.  ferdi, 
HMit  ht'seragrs  gu'w  hv  $4  I  hflhon  m 
I'i^H  to  7  hillion  This  improvcoicnt 
follttwi^J  iwo  vt'.iM  of  tediued.  though 
siitt  siihst.intiril  ^urplusf^  At  27  7  per- 
^rni  KhhIs  wt-ir  tme  tif  thi-  (.istest  grow- 
tni{  t'\p»»ft  i:atij{otics  \as{  vraf  as  foreign 
ilt  i!.  inil  li»i  I  S  .i)((iculttiral  gixKl^  re- 
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m.iiiMM  hiu>VAnl  Whidi.  writt  nul  n«>v 
Kr4n«,  whuh  )H>Ntc«l  fiuoul  e%p<«tl  U  si  K, 
MiKdiiiilrii  foi  »  Ui^x  |Mit      ihv  S_M 

the  iiK-ie4v<    Piurs  to(    til  rhiti-  ^oin 

tniHlltlC-^    *tMtf    jUmiI    th»'     S.1IIU'     4S  .'I 

kmrr  lhan  mi  P*7?\  win  hiuh  KnijIs 
liKirau'il  <ihi|H)U'tti\  «•!  iht-v  pnnhuis 
li»  latin  AnuMit.i.  h»»ih  V\i,i,iti  jiut 
l  4%lcin  I  ii(o|H'   .iiul  ihi  I  .11  }  iM  u 
ctmntvil  to(  MOjilv  .,||   .r  ifu  tiM-    J  \ 


piHtN  III  4nifit4t  UT*I\  tiLC.  jiul  liinis 
4nJ  vcgi'tjhhrs  4lv>  i,limtx\t  \)i{inhc4nMv 

».ii-.istJ       10  ptfunl  .<iil\  h.il1  th»' 
l.ntfisl   iMi|»»'tf   loitthi^lflv   tn  ihis  *  at 

^I'ltiiniioil  t.i  .liilijii   Siikj.ii  muMMlN  wcrt 


nitikh  limct  due  to  .1  rrJuiliitn  iii  qiuii- 
lil^  lhai  ^.1%  k.ju%rd  It)  p4ri  hy  higher 

IhtrsK'  drJihos  wcrt'  mure  than  olKct 
hy   Nh4fp   iftkU-.isi'N   ii>  olht-r  pitKhiils 

Ml'.tf  llUJH'lts  rfrt'N*  t»N   lU  MlK   ^0  pi'KlMlt. 

rcrti'Lting  Iho  Nh>ii1  supple  Mhi.ilu>n  here 
.itui  li-Militnu  irKii\t\('  in  piuos  .ntd  the 
r.umtf  irnpiMt  vjnm  ts  Siijuitivanl  Ml- 
I  ri'.isi'N  vwr»'         tm'rdiJ  in  piitchaM*^ 
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Background  Materials  and  Economic  Data  Relating  to  Inter- 
national  Trade  (Excerpts)'*' 

U.S.  MERCHANDISE  EXPORTS  AND  IMPORTS  BY  AREA,  1972-78 


(Bllllontaf  dollart] 


Item 

1972 

1973 

1974 

1975 

1976 

1977 

1978  > 

Export*  

D«v«lop«d 

49.4 

71.4 

96.3 

107.1 

114.7 

120.6 

136.9 

84.4 

countriM  

34.6 

48.6 

64.5 

66.5 

72.3 

76.7 

Canada  

13.1 

16.7 

21.8 

23.5 

26.3 

28.3 

30.1 

5.0 

8.4  - 

10.7 

9.6 

10.2 

10.6 

12.2 

W«tt«rn  Europ* 

15.0 

21.2 

28.2 

29.9 

31.9 

34.1 

38.3 

Australia,  New 

ZMland,  and 

South  Africa. 
Davaioplna 
eountrla*  

1.5 

22 

3.8 

3.6 

3.9 

3.8 

4.0 

14.0 

20.8 

32.1 

37.3 

38.3 

41.0 

A8.5 

OPEC*  

2.6 

3.4 

6.2 

10.0 

11.6 

12.9 

i4.8 

Othar*  

11.3 

17.4 

25.9 

27.4 

26.7 

28.1 

33.8 

Eattarn  Europa.. 

1.0 

2.0 

1.7 

3.2 

4.1 

2.9 

4.5 

InuMrts  

Davaiopad 

55.8 

70.5 

103.6 

98.0 

<  124.0 

«  151.7 

*  173.0 

oountria*  

40.7 

49.0 

61.1 

56.0 

67.5 

79.2 

97.6 

Canada  

14.5 

17.7 

22.4 

21.7 

26.5 

29.7 

32.9 

Japan  

9.0 

9.7 

12.4 

11.3 

15.5 

18.6 

24.4 

Wattarn  Europa 

15.7 

19.8 

24.3 

20.8 

23.0 

28.2 

36.1 

Australia,  Naw 

Zaaland,  and 

South  Africa. 

1.4 

1.9 

2.0 

2.2 

2.5 

2.8 

4.2 

Davaloping 

70.7 

73.7 

countrTas 

14.8 

20.9 

41.6 

41.3 

55.4 

OPEC  . 

3.0 

5.1 

17.2 

18.9 

27.4 

35.8 

33.2 

Othar* 

11.8 

15.8 

24.3 

22.4 

28.0 

34.9 

40.6 

Eastarn  Europa 

.4 

.6 

1.0 

.7 

.9 

1.1 

1.4 

>  First  3  quarters  at  seasonally  adjusted  annual  rate,  preliminary.  Detail  will  not 
add  to  totals  becau&e  of  seasonal  adjustment  dlscrepanq^  and  rounding. 

'Algeria,  Ecuador.  Gabon.  Indonesia,  Iran,  Iraq.  Kuwait.  Libya.  Nigeria.  Qatar. 
Saudi  Arabia.  United  Arab  Emirates  and  Venezuela. 

*  Latin  American  Republics,  other  Western  Hemisphere,  and  other  countries  in 
Asia  and  Africa,  less  petroleum  exporting  countries  and  the  International  Monetary 
Fund. 

*  Includes  imports  of  nonmonetary  gold  from  International  Monetary  Fund,  not  In 
area  detail. 

Note.— Data  are  on  an  international  transactions  basis  and  exclude  military 
shipments. 

Source  :  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


•I*  .s  ronjrn»ss  S»>n;iro  ('ommlft»*.»  on  FInnnoo  Unokjrround  Matorinls  nnd  Koonomlo  Data 
Ki'liitiin?  to  lnt»Tiiati.»fml  TrRdo  WashiiiKton.  V  S   Govt   Print   Oflf  .  n»Tl>.  p.  0.  (90th 


U.S.  MERCHANDISE  EXPORTS  AND  IMPORTS  BY  PRINCIPAL  END-USE  CATCQ0RIE8.  1965-78 
(Billion*  of  dollart:  quartarty  data  aMaorally  adJusM] 


Exports 


Imports 


Nonagrlcultural 


Yaar  or  quartor 


Agricul-  Capital  Othar 

Total       tural       Total      eoods  goods 


1965   26.5 

1966    29.3 

1967    30.7 

1968  33.7 

1969    36.4 

1970  42.5 

1971  43.3 

1972  49.4 

1973  71.4 

1974  98.3 

1975  107.1 

1976   114.7 

1977  120.6 

1977:  1   29.5 

II  30.6 

III   31.0 

IV  29.5 

1978:  1   30.7 

II   35.1 

III  •   36.9 


6.3 
6.9 
6.5 
6.3 
6.1 

7.4 
7.8 
9.5 
18.0 
22.4 

22.2 
23.4 
24.3 

6.2 
6.5 
6.0 
5.6 

6.5 
8.0 
7.9 


Pstrokum- 
and 

Total  products 


Non*potroloiMn 


Industrial  Othor 
Total  suppllas  goods 


20.2 
22.4 
24.2 

27.3 
30.3 

35.1 
35.5 
39.7 
53.4 
75.9 

84.8 

91.3 
96.2 

23.3 
24.1 
25.0 
23.8 

24.2 
27.1 
29.0 


8.1 
8.9 
9.9 
11.1 
12.4 

14.7 
15.4 
16.9 
22.0 
30.9 

36.7 
39.1 
39.8 

9.6 
9.8 
10.3 
10.1 

10.0 
11.1 
12.5 


12.1 
13.5 
14.3 
16.2 
17.9 

20.4 

20.1 
23.0 
31.4 
45.0 

48.2 
52.2 
56.4 

13.7 
14.3 

.4.7 
13.7 

14.2 
16.0 
16.6 


21.5 
25.5 
23.9 
33.0 
35.8 

39.9 
45.6 
55.8 
70.5 
103.6 

98.0 
124.0 
151.7 

36.5 
37.3 
38.3 
39.7 

41.9 
42.9 
45.0 


2.0 
2.1 
2.1 
2.4 
2.6 

2.9 
3.7 
4.7 
8.4 
26.6 

27.0 
34.6 
45.0 

11.6 
11.5 
11.3 
10.6 

9.9 
10.8 
10.8 


19.5 
23.4 
24.8 
30.6 
33.2 

36.9 
41.9 
51.1 
62.1 
77.1 

71.0 
89.1 
106.7 

24.9 
25.7 
27.0 
29.1 

31.9 
32.1 
34.2 


9.1 
10.2 
10.0 
12.0 
11.8 

12.5 
13.8 
16.3 
19.7 
28.0 

24.2 
30.0 
36.1 

8.1 
9.1 
9.2 
9.7 

10.7 
11.2 
10.9 


10.4 
13.2 
lAJB 
18.6 
21.4 

24.5 
28.1 
34.8 
42.4 
49.1 

46.8 

59.5 
70.7 

16.9 
16.6 
17.8 
19.4 

2lJt 
20.9 
23.2 


Note.—Data  art  on  an  Intomatlonal  transactions  tMSis  and  axclude  military  shipments. 

Source:  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
•  Preliminary. 


U.S.  TRADE  BALANCES  ON  SELECTED  COMMODITIES 
(In  bllllont  of  dollars] 

Commodity  1968     1969    1970    1971    1972    1973    1974    1975    1976  1977 


Computart  and  parts   0.5 

Basic  chamlcals  and  compounds   .7 

Aircraft  and  parts   2.0 

Othar  nonalactric  machlnaiy »   3.6 

Motor  vahlclas  and  parts   *  1 .0 

Excluding  trada  with  Canada   *.6 

Con  su  mar  alactronlcs   ^.6 

Staal  products   —1.4 

Taxtllas.  clothing,  and  footwaar   -1.5 


>  Excludas  aircraft,  auto  anginas,  and  off  lea  machinery. 


0.8 

1.2 

1.1 

1.2 

1.6 

2.1 

2.1 

2.0 

2.6 

.8 

.9 

.8 

.6 

1.0 

1.4 

1.6 

1.5 

1.4 

2.1 

2.4 

3.0 

2.5 

3.6 

5.3 

5.6 

5.7 

5.3 

4.0 

4.4 

4.2 

4.3 

5.7 

8.8 

12.5 

10.8 

9.2 

-1.4 

-2.2 

-3.5 

-4.2 

-4.5 

-3.8 

-1.6 

-5.0 

-6.6 

-.7 

-1.2 

-2.2 

-2.9 

-3.4 

-4.0 

-2.4 

-4.7 

-5.8 

-.1.0 

-1.1 

-1.3 

-1.7 

-2.0 

-2.0 

-1.6 

-2.3 

-3.4 

-.8 

-.8 

-1.9 

-1.9 

-1.5 

-2.3 

-1.7 

-2.7 

-4.3 

-1.9 

-2.2 

-2.9 

-3.3 

-3.3 

-2.9 

-3.0 

-4.4 

-5.8 

Sources:  Council  on  International  Economic  F^>licy,  fnt9rnstionMl 
Economic  Report  of  tho  PresidonU  January  1977;  Department  of  Com- 
merce FT  990,  FT  135;  The  Conference  Board. 
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THE  CURRENT  CASE  FOR  IMPORT  LIMITATIONS ' 


By  Irvtng  B.  Kravis 


I.  INTRODUCTION.  It.  SOME  CURRENT  ARGUMENTS  FOR  IMPORT 
LIMITATION  III.  THE  COST  OF  INCREASED  PROTECTION  TO  THE 
UNITED  STATES  IV.  A  TRADE  POLICY  FOR  THE  1970  s  IN  THE 
NATIONAL  INTEREST.    V.  SUMMARY. 


I.  INTRODUCTION 

If  ihe  Usi  interests  ot  the  V  S.  lie  in  faster  raiher  than  slower  growth 
in  output  anu  income  and  in  Ixtter  rather  than  poorer  relations  with 
other  nations,  the  |)oluy  of  rhe  U.S.  should  be  lo  reduce  its  barriers  to 
imports  and  to  expand  its^  total  trade  by  stxking  reductions  in  the 
barriers  of  other  countries  to  its  exports. 

The  basic  logic  underlying  the  economic  .isjjects  of  this  statement  is 
simple  and  incontrovertible.  I  he  gain  from  our  trade  with  the  rest  ot 
the  world  consists  not  of  the  things  we  export,  but  of  the  things  we 
import.  We  are  not  made  better  off  by  giving  up  goods;  we  are  made 
better  off  by  receiving  them  Public  jjolicies  that  limit  our  abiUty  to 
obtain  gcKxJs  from  abroad  freely  and  cheaply  reduce  the  real  income 
of  the  nation. 

Of  course,  restriction  of  in!|x)rts  ujay  help  particular  groups  in  the . 
economy,  just  .is  any  rcNtri«tion  of  supply  may.  Restrictions  on  the 
number  of  d(Ktors  raise  the  income  of  doctors;  restrictions  on  hours  of 
work  of  electricians  combined  with  limitations  on  occupational  entry 
raise  the  income  of  electriiians;  protluction  cpiotas  on  petroleum  output 
raise  the  income  of  oil  pr(Klu«eiN  Limitation  of  imports  of  coiton  textiles 
or  meat  raises  the  incomes  of  the  workers  and  firms  in  the  industries 
producing  them. 

Why  not  then  spread  these  beneficial  elfects  to  everybody?  Why  not 
restrict  the  number  anti  hours  of  work  of  eaih  group  so  as  to  raise  its 
mcomc?  Why  not  help  each  group  further  by  protecting  it  from  foreign 
comjjetition? 

The  answer  is.  of  course,  tli.it  ever>  one  of  these  restrictions  benefits 
the  iiKhvuhLils  toMditial  at  the  exjH-iisc  of  |iie  lest  of  the  |)eople.  Each 

!•>  Jin- .><i|>i  <>l  !»«.,  ■,,  (  .s  (,,,vt  I'rliil  (Iff  I  11(71  \(i|.  1.  |>.  141  Ttl.'! 
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involvei  a  reduction  of  produciioii  and  of  the  national  income  and  a 
redituributioii  of  the  unaller  amount  of  income  in  favor  of  the  bene- 
fidaries  of  the  restriction.  Practiced  on  a  wide  enough  scale — i.e.,  if 
we  all  try  to  better  ourselves  by  restricting  the  supply  of  our  services — 
even  the  ''beneficiaries"  will  be  left  worse  off  than  if  there  were  no 
restrictions. 

Every  current  claim  for  protection,  no  matter  what  its  guise,  is  a 
claim  for  special  preference  at  the  general  expense. 

Whatever  the  desired  objective  that  is  described,  there  is  no  getting 
around  the  fact  that  tvrry  successful  claim  for  protection  makes  a  select 
few  better  off  at  the  cost  of  making  everybody  else  worse  off.  It  is  not 
possible  to  use  restrictions  of  su^>ply  to  make  the  nation  in  general 
better  off.  The  power  of  the  Government  to  control  trade  should  not 
be  used  to  favor  select  groups. 

Despite  this  fundamental  truths  there  has  been  in  recent  years  a 
new  wave  of  sentiment  in  industry  and  labor  and  even  in  the  Congress 
in  favor  of  import  limitations.  This  is  based  to  a  considerable  extent 
upon  unfavorable  developments  in  our  trade  balance  which  has  brought 
new  argumenu  to  the  fore  and  revitalized  some  old  ones.  These  argu- 
menu  are  assessed  in  the  following  section.  Each  is  stated  and  then 
analysed. 

TL  SOME  CURRENT  ARGUMENTS  FOR  IMPORT 
UMITATIONS 

U.S.  Imporu  Have  Risen  More  Rapidly  Than  Exports  in  Recent  Years; 
Our  Trade  Surplus  Is  Much  Reduced,  and  May  Even  Be  Eliminated  or 
Turned  into  a  Deficit 

Trade  surpluses  have  been  characteristic  of  the  U.S.  balance  of  pay- 
ments for  nearly  a  century,  and  have  been  large  and  important  during 
most  of  the  last  25  years.  Even  after  the  early  post-war  shortages  in 
Europe  and  elsewhere  were  ended,  the  surpluses  averaged  |S.5  billion 
per  annum  (1955-67).  The  trade  surpluses  helped  to  provide  the  foreign 
exchange  necessary  to  support  American  foreign  investment  and  U.S. 
military  and  economic  programs  abroad.  The  decline  of  the  surplus  to 
a  little  more  than  a  half-billion  dollars  in  1968  and  1969  has  therefore 
been  a  cause  for  much  concern. 

However^  the  use  of  the  decline  in  the  trade  surplus  as  an  argument 
(or  increased  import  limitation  depends  upon  four  propositions: 

a.  A  trade  surplus  should  be  an  objective  of  U.  S.  policy. 

b.  The  decline  in  the  U.S.  trade  surplus  is  permanent. 

c.  Import  restrictions  can  indeed  increase  the  trade  surplus. 

d.  Import  restrictions  are  the  optimal  way  of  increasing  the  trade 
surplus. 

Tb€  Nied  for  s  TrmU  Surplus 

Whether  a  trade  surplus  should  be  an  objective  of  U.S.  economic 
policy  depends  in  part  u|ion  an  assessment  of  the  nature  of  the  trade 
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balance  that  will  coincide  wi.h  a  long  run  e(|uilibriuin  jiosition  in  the 
U.S.  balance  of  payments  and  in  part  upon  an  assessment  of  the 
exigencies  of  the  immediate  future  when  ecpiilihrium  tn.iy  not  be  at- 
tained. The  long  run  tutors  seem  to  suggest  that  a  trade  deficit  rather 
than  a  surplus  will  be  the  appropriate  position  since  income  from 
foreign  investments  is  likely,  later  if  not  sooner,  to  grow  faster  than 
either  new  investments  abroad  or  government  expenditures  abroad 
(military  phis  aid). 

However,  the  analytical  relationships  are  very  complicated  and  fore- 
casting thccom|>oneiits  flows  is  very  untertain,  while  the  current  balance- 
of.payments  pressures  are  both  tiear  and  certain.  It  is  therefore  assumtd 
for  purnoses  of  this  p.iper  that  the  U  S.,  as  a  matter  of  prudence,  should 
pursue  a  jwluy  of  avoiding  trade  deficits  and  achieving  trade  surpluses. 
The  assumption  might  not  stand  up  against  careful  analysis,  but  if  it 
errs,  it  errs  in  favor  of  the  case  for  import  limitations. 

Long-run  Prospects  for  the  US.  Trade  Balance 

No  one  can  reaHv  predict  with  confidence  what  the  long-run  prospects 
with  res,xHt  to  the  U.S.  trade  balance  are,  A  myriad  of  factors  affect 
both  U,S.  ex|)orfs  and  U,S.  imports.  The  ifiterplay  of  these  factors  as 
they  change  continually  through  time  will  produce  a  shifting  margin 
between  these  two  aggregates  of  diverse  goods.  The  record  bears  out 
this  ex|>ectation  of  great  instability  in  the  difference  between  exports 
and  imports.  In  the  {xjst-war  period  the  ex|)orf  surplus  has  waxed  and 
ITwI  varving  from  less  than  $1  billion  to  more  than 

110  oilhon.  As  recently  as  I%1  it  was  $(i,8  billion  and,  while  the  1968 
an<l  l%<)  surpluses  of  SO  fi  hilliofi  were  the  lowest  since  World  War  II 
surpluses  near  the  $1  billion  level  were  recorded  in  1950,  1953  and  1959.' 
F.veii  the  $.i  L'  billion  drop  in  the  surplus  between  19(i7  and  l%8  was 

^""'^^  ^'^K^"^  decreases  were  recordetl  between 

IJI7  and  1918  aful  between  1949  .ind  1950  The  surplus  now  seem  to 
be  waxipg  again,  although  not  with  a  great  amount  of  vigor. 

Neywtheless.  these  past  ups  and  downs  do  fiot  warrant  the  assumption 
that  there  have  been  no  persistent  factors  adveisely  alfectinu  the  VS 
trade  fwsition. 

When  the  com|H)ficnts  of  exports  and  imports  which  produced  the 
recent  deterioration  in  the  U  S  tr.ide  balance  are  examined,  it  quickly 
bcron.es  evident  that  the  largest  rhanges  are  to  be  found  on  the  import 
sule  Imports  rose  bv  nearlv  $7  billion  het^veen  MJtJ  and  I9ti8.  an 
ilT  n*^"^  T'  '  ^  ""''•^"'ix-ti  an  expansion  of  exports  of  nearlv 

bilhon  wlm!i.  though  not  unpiecedental.  was  more  than  twice  the 
annual  average  incre.iseol  the  precednig  11  ve'ars.  I  he  im[)ort  expansion 
was  cpiite  generallv  distributed  among  major  commodity  groups  al- 
though ii.anufaituies  rose  nu.re  than  primary  products.  However,  motor 
vdiicle  m.|H.rts  alone  nurcsed  nio.e  than  (.0  |KMcent.  accountifu-  for 
l\  j  bilhofi  of  the  SC.l.'  Inll.on  rise  in  total  in.|x.rt.s.  Over  half  of  this 
incicase  (oiisisted  of  niotoi  vehido  im|K)rts  fiom  Canada, 
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If  a  slightly  longer  view  it  taken  and  changes  in  exports  and  imports 
arc  compared  from  the  last  peak  surplus  year,  1964,  imports  again  are 
seen  to  be  the  major  factor  in  bringing  about  the  changed  position. 
The  rise  in  imports  between  1964  and  1968  was  more  than  $14  billion 
while  the  rise  in  exporu  was  only  a  little  more  than  |8  billion. 

These  changes  in  the  U.S.  trade  position  could  be  attributable,  to  a 
number  of  different  circumstaaces»  some  of  which  might  be  operating 
simultaneously.  It  seems  likely  that  one  important  set  of  influences  at 
work  was  the  quickening  pee  of  economic  activity  with  the  increase 
in  military  expenditures  connected  with  the  Vici  Nam  war.  This  oc- 
curred at  a  time  when  the  rate  of  increase  in  industrial  production  in 
Europe  slackened.  The  impact  of  these  opposite  movements  in  aggregate 
demand  was  reflected  in  a  tendency  for  U.S.  prices  to  rise  relative  to  those 
of  Europe  and  Japan. 

There  is  also  some  evidence  of  structural  shifts  in  the  U.S.  trade 
position.  In  the  longer  run  the  U.S.  has  become  a  net  importer  in  mineral 
fuels,  motor  vehicles  and  '*other  manufactures",  comprising  such  cate^ 
gories  as  textiles,  iron  and  steel,  etc.  Chemicals  and  machinery  other 
than  motor  vehicles  are  the  only  sectors  in  which  there  has  been  an 
upward  trend  in  the  trade  balance,  but  only  in  the  former  is  this  asso- 
ciated with  a  faster  export  growth  rate.  In  "other  machinery"  a  very 
small  surting  leve^  for  imporu  aikl  a  large  one  for  exports  has  produced 
larger  dollar  increases  in  exports  than  in  imporu  despite  a  lower  export 
growth  rate;  this  kind  of  upward  trend  contains  the  seeds  of  its  own 
destruction.  Of  course,  our  perception  of  these  trends  is  heavily  influ- 
enced by  the  sharpening  of  demand  pressures  in  the  U.S.  and  their 
relaxation  in  Europe  it  the  last  few  yean  mentioned  above. 

On  the  other  hand,  it  is  possible  to  argue  that  there  are  basic  altera- 
tions in  the  world  economic  picture  that  are  unfavorable  ^  the  U.S. 
trade  balance.  The  faster  diffusion  of  technology,  the  spread  of  U.S. 
managerial  methods  and  indeed  of  American  management  itself,  and 
the  greater  international  mobility  of  capital  all  tend  to  diminish  impor- 
tant margins  of  advantage  that  the  U.S.  has  had  which  contributed 
substantially  to  the  U.S.  export  position  in  newer  and  more  sophisticated 
products. 

Of  course,  it  has  been  true  all  along  that  the  monopoly  that  an 
innovating  country  enjoys  on  a  new  product  is  apt  to  be  a  temporary 
one.  Even  before  foreign  affiliates,  licensees  or  subsidiaries— let  alone 
multinational  corporations — became  so  common,  the  knowledge  of  the 
new  product  in  almost  all  cases  sooner  or  later  was  spread  abroad  and 
production  was  successfully  imitated.  The  innovating  country  does  not 
necessarily  have  a  long-run  comparative  advantage  in  every  new  product 
that  it  develops.  Thus,  for  the  United  States  for  nearly  100  years  now, 
the  exports  of  one  year  have  often  become  the  imports  of  a  later  year. 
This  has  happened  to  a  long  list  of  American  products  from  sewing 
machines  to  TV  sets. 

The  transfer  of  technology,  it  should  be  noted,  goes  in  both  directions. 
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Some  has  been  from  foreign  countries  lo  the  United  States.  Thus,  the 
Bessemer  and  open-hearth  processes  for  making  steel  were  imported 
from  England  in  the  last  century  and  the  oxygen  process  from  Austria, 
Germany  or  Sweden  and  the  extrusion  process  of  squeezing  cold  steel 
into  desired  shapes  from  Italy  in  more  reient  years.  Also,  there  is  a 
substantial  amount  of  direct  investment  by  multinational  firms  other 
than  those  of  U.S.  origin.  A  recent  estimate  for  1966  placed  the  pro- 
portion of  U.S.-owned  international  direct  investment  at  57.4  per  cent.' 
If  the  multinational  corporation  is  a  transmitter  of  technology,  it  seems 
likely  that  a  lot  of  foreign  technology  is  also  being  diffused,  and  some 
of  it  to  the  U.S.  However,  it  is  highly  probable  that  the  overwhelming 
movement  has  been  outward  from  the  United  States.  The  innovating 
country  sometimes  still  enjoys  benefits  after  the  transfer  in  the  forms 
of  licensing  royalties  or  direct  profits  on  foreign  production.  Also,  the 
position  of  a  continuous  innovator  is  prtly  protected  by  the  continual 
development  cf  new  products  or  models  that  make  obsolete  or  at  least 
less  desirable  the  ones  that  have  spread  abroad.  The  speed  with  which 
innovations  are  being  replaced  by  superior  innovations  is  probably  also 
increasing  and  this,  too,  affords  some  continuing  margin  of  advantage 
for  the  innovating  country. 

In  general,  however,  it  seems  likely  that  the  net  effect  of  all  these 
changes  and  particularly  of  the  greatly  increased  speed  with  which  they 
have  been  occurring  has  been  to  reduce  the  margin  of  technological 
leadership  which  the  United  States  formerly  enjoyed. 

All  in  all,  then,  there  are  grounds  for  pessimism  with  respect  to  the 
structural  influences  affecting  the  U.S.  trade  balance.  However,  even 
if  the  direction  of  these  influentes  turns  out  to  be  unfavorable,  no 
confident  foiecast  o[  the  future  can  be  made.  Many  other  factors  affect 
the  trade  bahnue,  ami  prediction  is  just  about  impossible.  The  most 
imfxirtant  unknown  consists  of  developments  in  the  relative  prices  at 
which  U.S.  ^oixls  are  available  to  foreigners  and  in  the  relative  prices 
at  which  foreign  ^oods  are  available  to  Americans.  These  are  proxi- 
mately determined  by  changes  in  «lomestic  price  levels  and  in  exchange 
rates   The  movenuiit  of  each  (Duntry's  domestic  price  level  is  heavily 
influenced  by  c>tlical  iltvtlopments  and  by  public  {xdicies  that  are 
not  relate*!  or  oidy  partially  iclatinl  to  balance  of  payments  factors. 
Even  if  jK-ssinustic  ex|K^(  tations  about  the  structural  factors  turn  out 
to  be(orie(t,  we  caiuiot  tfll  wlutlicr  a  future  rise  in  U.S.  prices  relative 
to  those  of  f»)rei(>n  countries  will  accentuate  their  impact  or  a  future 
fall  «)(fset  aiul  obscure  them.  1  he  {nissibility  of  changes  in  government 
policies  taken  to  influence  the  trade  balance  or  the  balance  of  payments 
in  general  adds  to  the  uncertainties.  No  one  can  say  if  or  when  monetary 
and  fiscal  (jolicies  to  affect  the  price  level  or  cimimercial  policies— tariff 
and  nontaiiK  barriers,  ex|x)rt  subsidies,  etc.— intended  to  have  a  direct 
effei^on  trj«le  Hows  will  be  altered  in  the  U.S.  or  in  one  or  more  of  its 

'A  RofMHk  an.l  K  SunmoiuN.    Mow  B.r  I,  It-lhc  Missing  MMjuremr ntV  Co- 
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imporunt  trade  partners.  No  one  can  predict  when  a  key  exchange  rate 
will  be  altered  under  tlie  pressure  of  a  deficit  or  of  a  surplus.  All  these 
factors  have  a  powerful  influence  on  the  U.S.  trade  balance,  and  their  net 
effects  can  not  be  known  in  advance. 

In  view  of  these  uncertainties,  let  us  again  draw  the  inference  that 
appears  to  be  most  favorable  to  the  case  for  import  hmitations.  Let  us 
assume  that  a  trade  surplus  will  not  come  about  without  some  dehberate 
policy  action  by  the  U.S.  The  question  then  facing  the  U.S.  in  the 
1970*s  is  whether  this  should  be  attempted  mainly  or  even  to  a  major 
deforce  by  means  of  trade  restrictions. 

Th0  F0ssihili$y  of  Impori  Rgsirictiam  ss  a  Memm  of  Increasing  ibe  US. 
Trade  Surplm 

The  hard  truth  of  the  matter  is  iliat  it  is  not  open  to  the  U.S.  to 
improve  its  trade  balance  through  item  by-item  import  restrictions. 
Almost  any  restrictive  move  made  by  the  United  States  can  be  expected 
to  bring  retaliation  and  to  result  in  an  approximately  e(|uivalent  dimi- 
nution in  U.S.  exports.  The  warnings  on  this  point  by  res]x>nsible 
foreign  authorities  should  be  taken  at  their  face  value. 

It  must  be  realized  that  these  warnings  refer  not  to  new  and  untried 
measures  but  rather  to  responses  that  are  built  into  the  trading  system 
and  for  which  there  is  ample  precedent  and  wide  acc  ptance  in  the 
community  of  nations.  A  basic  principle  of  GATT  (the  General  Agree- 
ment on  Tariffs  and  Trade),  which  governs  the  trade  relations  of  the 
western  countries,  is  the  preservation  of  the  **balance  of  benefits"  which 
each  country  derives  from  the  tariffs  that  have  emerged  from  six  rounds 
of  international  negotiations  in  the  last  quarter  of  a  <cntury.  A  country 
that  finds  its  interests  adversely  affected  by  an  increase  in  a  duty  that 
has  been  bound  or  reiluced  in  -a  GATT  negotiation — and  this  includes 
virtually  every  U.S.  tariff  classification — or  by  the  imposition  of  a  quota 
is  entitled  to  compensatory  concessions.  If  tliese  are  not  forthcoming,  it 
is  free  to  restore  its  balance  of  benefits  through  restrictions  of  its  own. 
Any  extensive  effort  by  the  United  States  to  use  import  limitations  to 
improve  its  trade  balance  is  thus  almost  certain  to  set  off  a  selfnlefeating 
chain  of  restrictions  on  trade  that  would  serve  neither  the  economic 
nor  the  political  objectives  pf  this  country. 

Trade  Restrictions  as  ibe  Optimum  way  to  Improve  ibe  Trade  Surplus 

tven  if  it  were  claimeil  that  other  countries  would  permit  the  United 
Stales  to  improve  its  trade  surplus  through  limitations  of  imports,  the 
further  proposition  would  still  have  to  be  establisficd  that  item  by-item 
import  restriction  was  the  best  way  to  achieve  the  desired  increase  in 
surpluses.  The  iiem  by  item  approacfi  can  be  defended  only  if  it  is 
argued  that  the  government  and  not  the  marketplace  should  be  allowed 
to  determine  the  changes  in  the  commodity  composition  of  imports  by 
which  the  trade  balance  should  be  improved. 


If  the  objective  is  to  reduce  tlie  general  level  of  imports  or  to  limit  its 
increase,  then  a  is  logical  and  efficient  to  use  some  general  aiterion, 
perhaps  a  uniform  ad  valorem  tariff  surcharge  applied  to  all  goods, 
rather  than  a  series  of  discriminatory  tariff  increases  favoring  the  do- 
mestic  producers  of  some  gorxls  over  the  domestic  producers  of  otben. 
But  If  the  trade  surplus  is  the  true  objective,  it  can  be  improved  through 
an  V  crease  m  exports  as  well  as  a  diminution  in  imports.  Increased 
exports  can  l>e  encour;.ged  through  export  promotion  measures  such  as 
tax  incentives  and  fxrtter  credit  facilities.  However,  if  a  uniform  ad 
valorem  tar  fl  were  applied  to  imports  an  ex|>ort  subsidy  would  make 
the  price  of  foreign  curreiU7  the  same  for  U.S.  exporters  and  importers 
and  would  therefore  lead  to  the  most  efficient  use  of  U.S.  resources  as 
between  home  and  foreign  markets  i,,  prcxluction  and  between  home 
and  foreign  goods  in  consumption. 

A  uniform  tariff  and  subsidy  would  be  akin  to  a  practical  devaluation 
of  the  dollar  applicable  only  to  trade  or  jierhaps  to  trade  and  some 
service  transactions.  There  are,  of  course,  still  other  ways  of  achieving 
the  same  effects  of  making  U.S.  goods  chea,>er  to  foreigners  and  foreign 
goods  dearer  to  Americans.  One  is  outright  devaluation  which  would 
affect  capita!  as  well  as  tratle  and  service  transactions.  Other  less  dra- 
matic ways  which  are  much  less  likely  to  encounter  objections  from 
otiicr  countries  involve  the  restriction  of  future  U.S.  price  movements 
to  rates  of  increase  that  are  lower  than  those  of  the  other  major  in- 
dustrial countries.  This  can  be  accomplished  through  monetary  and 
fisca  ,«licy  or  through  a  wage  and  price  policy,  although  either  means 
would  be  politically  difficult.  All  these  measures  (i.e..  partial  or  total 
devaluation,  restraint  of  piite  increases  through  general  or  specific 
jx>lines)  would  achieve  an  impiovcinent  in  the  trade  balance  while 
leaving  it  to  the  market  to  determine  whic  h  imports  would  decrease  and 
which  exports  would  increase. 

The  United  States  has.  Over  the  Years.  Given  Many  Onesided  Trade 
Concessions  that  have  Opened  its  Markets  to  Foreigners  while  U  S 
MMrteu"  Handicaps  in  Foreign 

To  some  degree,  this  argument  is  an  extension  of  the  previous  one 
The  relative  rise  in  imjx)rt»  is  taken  as  evidence  of  the  opening  of  the 
U.S.  market  and  the  failure  of  exjiorts  to  increase  more  rapidly  as 
evidence  ol  the  discriminatory  practices  in  foreign  markets.  The  trend 
of  exports  and  imfwrts.  however,  is  not  in  itself  conclusive  evidence 
since  many  other  factors  could  account  for  these  trends. 

Claims  that  American  negotiators  over  the  years  have  traded  away 
market  opportunities  in  the  U.S.  without  etjuivalent  concessions  abroad 
have  never  been  accompanied  by  a  quantitative  assessment  of  the  im- 
pact of  changes  in  tariffs  ami  other  terms  of  access.  Such  evidence  as  is 
readily  available  dws  not  support  the  view  that  U.S.  commercial  policy, 
either  alone  or  in  conjunction  with  foreign  commercial  policy,  has  been 
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responsible  for  the  rapid  growth  of  imports  or  for  the  failure  of  our 
exports  to  expand  more  rapidly. 

In  the  first  place,  a  number  of  comparative  studies  of  tariff  levels  have 
indicated  that  U.S.  tariffs  are  slightly  higher  on  the  average  than  those 
of  the  European  Economic  C  nimunity  and  slightly  lower  than  those 
of  the  U.K.  The  accompanying  table  shows  average  tariff  rates  for  various 
categories  of  goods  as  well  as  the  overall  averages.  The  latter  differ  little 
among  the  major  industrial  exporters.  Average  post-Kennedy  Round 
tariffs  on  non-agricultural,  dutiable  imports  are  estimated  at  9.6%  for 
the  U.S.,  3.1%  for  the  Common  Market,  10.6%  for  the  U.K.,  and  9.5% 
tor  Japan;  for  dutiable  manufactures,  the  rates  are  9.9,  8.6,  10.8  and 
10.7,  respectively,  for  the  same  countries.  The  U.S.  rates  in  these  com* 
putations  are  expressed  as  a  percentage  of  c.i.f.  value,  as  are  the  rates 
for  the  other  countries. 

Of  course,  even  similar  average  tariffs  may  have  different  restrictive 
effects  in  different  countries,  depending  on  such  factors  as  the  structure 
of  the  rates,  elasticities  of  demand  and  supply,  the  share  o^  imports  in 
domestic  consumption,  and  the  composition  of  imports.  When  these 
factors  are  taken  into  account,  U.S.  tariffs,  Professor  Balassa  found  in  a 
study  of  pre- Kennedy  Round  rates,  were  more  restrictive  of  imports  than 
those  of  the  EEC  and  the  U.K..  though  less  restrictive  than  Japan's.^ 

Tariffs  for  individual  commo(liucs  and  average  tariffs  for  classes  of 
commodities  are  dispersed  around  these  overall  rates  in  ways  that  differ 
from  one  country  to  another.  In  some  commodity  classes,  such  as  textiles 
and  chemicals,  the  table  indicates  that  U.S.  rates  are  higher  than  those 
of  other  countries;  in  others  such  as  transportation  equipment  and 
electrical  machinery  the  U.S.  rates  arc  lower.  Thus,  individual  U.S. 
industries  sometimes  ftnd  that  the  tariffs  levied  on  American  goods  by 
the  foreign  source  of  supply  are  higher  than  the  corresponding  U.S. 
rates.  For  example,  U.S.  and  foreign  tariffs  on  electronic  products 
(tubes,  transistors,  transformers,  loudspeakers,  etc),  were  cited  as  an 
example  of  ine<]uitable  tariff  treatment  at  the  recent  HoMse  Ways  and 
Means  Committee  hearings  on  "Tariff  and  Trade  Proposals'*.  The  U.S. 
rate  of  1.6%  was  compared  to  rates  of  14%  tor  tlie  EEC  and  12.4%  for 
Japan. 

Where  cro«s  exporting  (i.e.,  two-way  trade)  of  similar  products  exists 
or  where  V  S.  firms  would  be  able  to  export  to  the  foreign  source  of 
supply  over  a  lower  tariff  barrier,  an  industry  might  justifiably  regard 
a  difference  in  tariff  rates  as  inequitable.  This  would»  of  course,  be 
equally  true  for  a  foreign  industry  facing  higher  U.S.  tariff  rates.  Very 
often,  however  the  difference  in  rate  is  of  little  practical  importance 
because  the  domestic  industry  would  not  be  able  to  compete  in  the 
foreign  market  regardless  of  the  level  of  the  foreign  tariff.  If  in  the 
electronic  components  industry,  for  example,  Japanese  costs  are  lower 
than  those  of  the  U.S.,  a  lowering  of  the  Japanese  tariff  to  the  American 

'IkU  Balasia.  Trade  Liberaliiation  among  Indiutrial  Countrifs,  1967.  p.  59. 


ERLC 


207 


level  would  not  have  any  beneficial  tffecU  upon  the  position  of  the 
U.S.  industry. 

Not  only  are  the  present  overall  tariff  levels  rather  similar  among  the 
major  industrial  exporters,  but  it  is  not  at  all  clear  that  U.S.  tariff  levels 
have  declined  very  precipitously  in  the  last  20  years.  Tariff  Commission 
igures  show  that  duties  collected  as  a  percentage  of  dutiable  imports 
have  varied  mainly  in  tne  II  to  12%  range  in  the  last  few  years  com- 
pired  to  a  12  to  IS%  range  in  the  early  I950s.3  As  the  Commission 
pomts  out.  these  average  ad  valorem  equivalent  duties  are  not  com- 
pletely reliable  guides  to  changes  in  the  level  of  protection  since, 
among  other  reasons,  they  are  affected  by  changes  in  the  composition 
of  imports.  Tariffs  reduced  to  the  threshold  that  made  imports  possible 
where  there  were  none  before,  might  still  average  out  to  levels  above  the 
previous  average  ad  valorem  equivalent  collected  duty.  The  average 
might  thus  fail  to  decline  despite  general  reductions  in  duties.  On  the 
other  hand,  there  is  little  doubt  that  in  the  various  GATT  rounds  of 
unff  cutting,  particularly  before  but  not  altogether  excluding  the 
Kennedy  Round,  there  was  a  systematic  search  for  concessions  to  offer 
to  foreigners  that  could  safely  be  made  without  having  a  great  impact 
on  U.S.  imports.  ^ 

The  notion  that  tariff  concessions  played  a  major  role  in  the  increase 
in  U.S.  imports  is  not  strongly  supported  by  the  timing  of  the  import 
changes.  If  tariff  concessions  were  an  important  influence,  each  round  of 
tariff  reductions  shou»'»  have  been  followed  by  a  surge  of  imports.  In 
fact,  neither  the  reducaons  made  in  the  1956  round  nor  those  made  in 
the  Dillon  Round  of  1961-62  appear  to  have  a  large  gross  impact  on 
U.S.  imports.  The  great  increase  in  imports  between  1967  and  1968  did 
come  at  a  time  when  the  first  Kennedy  Round  reductions  went  into  ef- 
fect, but  the  23  percent  increase  in  imports  could  not  have  been  attrib- 
utable to  any  major  degree  to  a  cut  in  tariffs  that  can  hardly  have 
amounted  to  an  average  reduction  in  price  to  U.S.  buyers  of  as  much 
as  I  percent.* 

The  available  evidence  thus  does  not  indicate  that  U.S.  firms  are 
generally  at  a  competitive  disadvantage  owing  to  differences  in  tariff 
barriers  or  that  the  U.S.  tariff  barriers  faced  by  actual  exporters  to  the 
U.S.  have  been  radically  reduced  in  the  last  twenty  years. 

Much  of  the  concern  about  the  relatively  unfair  treatment  of  Amer- 
ican exports  i,.  however,  direced  to  non-tariff  rather  than  to  tariff 
barriers. 

There  is  no  doubt  that  U.S.  exports  are  limited  by  non-tariff  barriers 
Buy  domestic  policies,  safety  regulations,  and  the  rebating  of  excise 
taxes  on  exports  and  compensatory  levies  on  imports  are  among  the 

/Ji^^-J  JV"  ^"'n;'"*"'''"  ''"P"'''  for  Consumpt.on.  Dutifi  Col- 
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many  practices  that  American  exporters  have  found  place  them  at  a 
disadvantage  in  international  competition.  However,  the  United  States 
is  not  without  its  own  non*tariff  barriers  including  buy  American 
policies,  the  imposition  upon  foreign  countries  of  'Voluntary**  agree- 
ments to  limit  exporu  to  tUe  U.S.  as  in  cotton,  textile,  and  steel,  and  di- 
rect unilateral  restrictions  on  imports  of  dairy  products,  meat,  sugar  and 
oil.  Also,  the  U.S.  barriers  have  been  increasing  rather  than  diminishing 
in  number  and  importance.  In  the  last  few  years,  'Voluntary*'  quotas  on 
steel  and  meat,  prohibition  of  imports  of  firearms  other  than  those  used 
for  sporting  purposes,  and  a  tariff  quota  on  brooms  have  been  added  to 
the  list. 

Trends  in  foreign  non-tariff  barriers  have  been  more  mixed.  Between 
the  early  1950's  and  the  early  1960's  the  trade  restrictions  maintained 
by  many  countries  for  balance-of-payments  reasons  were  reduced  and 
then  eliminated.  With  the  advent  of  the  Common  Market,  however, 
some  new  and  important  barriers  to  U.S.  trade,  particularly  the  variable 
import  levy,  were  imposed 

The  non-tariff  barriers  imposed  by  the  United  States  and  other 
countries  undoubtedly  restrict  the  volume  of  foreign  commerce  but 
whether  they  are  at  present  more  burdensome  to  American  exporters 
than  to  foreign  exporters  is  not  obvious.  The  Japanese  restrictions 
almost  surely  limit  imports  more  than  do  the  non-tariff  barriers  of  the 
U.S.  and  Western  European  countries.  It  would  take  a  special  study  to 
confirm  or  deny  the  widely  prevalent  notion  in  the  United  States  that 
European  non-tariff  barriers  are  more  restrictive  than  ours.  An  impor* 
tant  new  work  by  Professor  Baldwin  suggests  that  relative  to  the  U.K., 
at  least,  the  U.S.  still  has  a  slightly  higher  rate  of  effective  protection 
when  non-tariff,  as  well  as  tariff,  barriers  are  taken  into  account.  (Yhc 
effective  rate  of  protection  measures  the  degree  of  protection  of  value 
added  in  manufacturing;  it  indicates  the  excess  in  domestic  value  added 
that  can  be  obtained  as  a  result  of  trade  restrictions,  as  a  percentage  of 
what  the  value  added  would  be  under  free  trade.)  Baldwin's  estimates 
for  1972,  the  year  in  which  the  Kennedy  Round  tariffs  come  into  full 
force,  indicate  a  15  percent  overall  rate  of  effective  protection  (tariff 
and  non  tariff)  for  the  U.S.  and  a  IS  percent  rate  for  the  U.K.^ 

This  is  not  io  deny  that  nontariff  barriers  have  been  growing  in 
importance,  both  at  home  and  abroad,  relative  to  tariffs.  Furthermore, 
the  common  U.S.  view  that  foreign  non  tariff  barriers  are  greater  than 
those  of  the  U.S.  may  well  turn  out  to  be  more  justified  in  the  case  of 
the  EEC  and  still  more  in  the  case  of  Japan.  Even  so,  it  seems  doubtful 
that  non-tariff  barriers  can  be  held  responsible  for  the  failure  of  U.S. 
exports  to  grow  more  rapidly.  A  relaxation  of  the  barriers  would,  it  is 
true,  give  U.S  exporters  a  fairer  chance  to  enter  European  and  Japanese 
markets,  but  U.S.  export  gains  might  turn  out  to  be  modest.  Most  of 
the  barriers  are  aimed  at  imporu  in  general  and  are  not  discriminatory 

•  Robert  E.  Baldwin.  Son-tariff  Distortions  of  International  Trade,  Brookings  In« 
•lituuoQ,  1970.  pp.  165  and  168. 


against  the  U  S  Their  relaxation  would  therefore  open  each  market 
not  just  to  the  U  S,  but  to  other  competing  countries  as  well.  American 
exporters  would  probably  enjoy  some  increase  in  sales  as  a  consequence, 
but  to  gam  this  and  to  achieve  the  still  more  problematic  effect  of  an 
inaease  in  the  rate  of  growth  in  their  sales,  they  would  have  to  meet 
the  competition  of  other  countries.  The  record  does  not  suggest  that 
under  the  conditions  prevailing  in  the  last  few  years.  U.S.  exporters 
would  be  very  successful  Between  1964.  the  year  when  there  was  aTtrade 
•urplus  of  $6.8  billion  and  1969.  the  U.S.  share  in  world  exports  de- 
dmed  from  15  2%  to  13,8%.  The  U.S.  shares  in  imports  of  jVpan.  of 
Uic  developing  countries  and  of  the  EEC  from  outside  countries  also 
dropped  by  or  2  percentage  points.  None  of  these  changes  can  possibly 
be  attributed  to  nontariff  barriers. 

The  dismantlement  of  non  tariff  barriers  is  an  objective  that  is  im- 
portant to  pursue  but  it  is  doubtful  that  it  will  provide  a  major  key  to 
the  resolution  of  the  problems  with  our  trade  balance.  Even  if  all— US 
and  forcign-non-tariff  barriers  were  eliminated,  it  is  not  sure  that  our 
export  balance  would  become  larger.  Certainly  our  imports  would  in- 
crease  and  our  exports  also,  but  even  if  the  barriers  of  foreign  countries 
are  more  restrictive  than  ours,  the  size  of  the  gain  in  our  exports  would 

ISlvT"  'f^V"'"^!"'^""*  °'  economy.  Non  tariff  barriers 
certainly  have  a  harmful  effect  on  world  commerce  and  income,  but 
they  just  do  not  fill  the  role  of  chief  villain  in  the  story  of  the  disappear- 
ing  trade  balance. 

ftr?!'nH?"iiI"/*''"'***'*'  ^"1^'  °"  Employment.  Particularly  Since 
They  Tend  to  be  Concentrated  in  Labor-intensive  Products 

One  of  the  necessary  conditions  for  the  improvement  of  the  living 
uandardsof  a  country  is  the  mobility  of  labor  and  capital.  Some  notion 
of  the  dynamism  of  the  modern  economy  is  called  ,o  mind  simnly  by 
considering  what  a  small  fraction  of  his  consumption  expenditure  each 
01  us  spends  on  things  that  are  physically  identical  to  those  purchased 
Oy  his  father  at  an  equivalent  stage  in  his  life. 

Some  of  the  changes  in  protluction  necessary  to  turn  out  new  products 
and  new  product  varieties  and  to  use  cost  reducing  methods  can  be 
«noothly  absorbed  by  the  existing  industrial  organisation  without  re- 
quiring much  adjustment  either  by  labor  or  capital.  For  example,  when 
die  home  free/er  industry  developed,  the  workers  and  firms  that  had 
previously  manufactured  refrigerators  could  move  easily  into  the  new 
jood.  Other  changes,  however.  re<|uire  reduction  in  the  number  of  firms 
and  workers  in  an  old  industry  as  new  conditions  develop.  For  the  mo  . 
part  the  pressures  for  change  are  generated  within  the  internal  economV 
of  the  Unitetl  States  This  was  true,  for  example,  of  the  losses  of  em- 
ptoyment  sjifferetl  in  the  Michigan  peninsula  when  station  wagon  booties 
jyn  to  be  made  of  steel  rather  than  of  wood.  It  was  ti  c  also  when  the 
h«.ery  .ndust.y  moved  out  of  Philadclphi;,  into  the  South  and  more 
lenerally  when  the  textile  industries  of  Pennsylvania  and  other  northern 
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states  shifted  to  North  Carolina  and  other  southern  states.  Between  1947 
and  1967»  for  example.  Pennsylvania  lost  69J00  production  jobs  in  the 
textile  industry  while  North  Carolina  gained  32,500.  Sometimes,  as  in 
the  recent  contraction  of  the  space  effort,  a  change  in  government  needs 
or  priorities  is  the  cause  of  the  disruption  of  individual  lives  and  of 
blight  for  a  whole  community.  In  these  cases  and  many  more,  thousands 
and  thousands  of  workers  and  many  employers  suffered  grea?.  economic, 
social  and  psychological  injuries  through  no  fault  of  their  own  as  a  result 
of  changes  in  the  marketplace.  In  each  of  these  cases  it  would  have  been 
in  the  interest  of  the  workers  and  employers  concerned  to  have  govern- 
ment intervention  or  decision  that  would  prevent  the  shift  to  a  new 
product  or  a  new  location. 

What  is  the  appropriate  national  policy  in  these  cases?  Surely,  no  one 
would  argue  that  it  would  be  appropriate  to  guarantee  any  industry  or 
firm  against  a  reduction  in  its  level  of  employment.  Any  effort  along  these 
lines  obviously  would  promote  a  hothouse  economy  pockmarked  with 
artificially  maintained  prices  for  commodities  serving  needs  that  could 
be  more  cheaply  provided  for  in  >  free  market.  The  protection  of  par- 
ticular individuals  against  such  disruptions  can  only  be  achieved  at  the 
expense  of  the  rest  of  the  U.S. 

What  is  worse,  such  protection  tends  to  freeze  patterns  of  employment 
that  are  not  in  the  long-run  interesu  of  workers  or  of  the  U.S.  at  large. 
The  jobs  that  are  protected  tpnd  to  be  low-wage  jobs  relative  to  those 
that  would  be  available  without  protective  policies.  The  Pennsylvania 
textile  workers  of  yesterday  were  injured  by  the  shift  to  the  South.  To- 
day, their  successors  are  better  off  than  they  would  be  if  the  government 
had  intervened  to  keep  the  textile  industry  in  that  stage;  they  are  work- 
ing in  industries  that  pay  higher  wages  than  the  textile  industry. 

The  problem  is  not  different  when  the  pressure  for  the  reduction  in 
the  employment  and  number  of  firms  in  an  industry  comes  not  from 
another  section  of  the  country  but  from  abroad.  Today's  workers  and 
employers  in  that  industry  will  be  better  off  if  the  government  inter- 
venes and  prevenu  their  loss  of  jobs  and  capital.  The  cost  of  such  a 
policy  in  the  short  run  is  borne  by  the  rest  of  the  economy  which  is 
denied  the  opportunity  to  obtain  the  goods  at  the  lower  prices  available 
abroad.  In  the  long  run,  however,  the  workers  themselves  have  to  be 
regarded  as  worse  off.  By  and  large,  the  industries  that  need  protection 
from  foreign  competition  are  low-wage  industries  and  the  jobs  that  are 
being  perpetuated  by  restrictiom  on  imports  are  low  wage  jobs.  At  the 
same  time»  a  policy  of  import  restriction  prevent?  the  expansion  of 
export  industries  which  characteristically  pay  higher  wages.  This  is  true 
because  the  restriction  of  our  purchases  abroad  gives  foreigners  fewer 
dollars  which  they  can  spend  in  the  United  States. 

In  short,  protection  can  at  best  make  a  small  fraction  of  today's  labor 
force  better  off  at  the  expense  of  the  large  majority  and  at  the  expense 
also  of  tomorrow's  labor  force. 

The  irrationality  of  a  policy  of  using  trade  restrictions  to  create  jobs 
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1$  shown  by  data  prwenied  to  the  Congrrw  by  a  spokesman  for  Indus- 
trie* seeking  the  restriction  of  imports.  In  a  statement  before  the  Joint 
Economic  Committee  last  March,  a  representative  of  the  Trade  Rela- 
tions Council  reported  upon  an  analysis  of  the  trade  position  of  SIS 
iour-digit  manufacturing  industries  of  the  United  States,  in  1967,  128  of 
these  industries  had  a  foreign  trade  deficit  aggregating  $9  billion.  The 
excess  of  import;,  over  exfxirts  in  these  industries  was  calculated  to  in- 
volve a  net  loss  of  367.552  jobs.  The  other  group,  consisting  of  185 
industries,  had  trade  surpluses  which  amounted  to  510.4  billion.  The 
job-equivalent  of  this  trade  surplus  was  estimated  at  201.532  jobs.  Al- 
though apparently  cited  as  an  argument  for  protection,  these  data 
constitute  a  |x)werful  argument  for  freer  trade.  For  the  labor  of  a  little 
more  than  2mm)  men.  we  received  $10.4  billion.  This  was  enough  to 
obtain  goo<ls  from  abroad  that  it  would  have  taken  400,000  men—twice 
as  many— to  produce.  To  advance  these  figures  as  an  argument  for  pro- 
tection is  to  embrace  a  make-work  philosophy.  It  is  to  argue  that  we 
should  devise  policies  that  will  lead  to  more,  rather  than  fewer,  hours 
of  work  to  proilucc  a  dollar's  worth  of  real  income.  If  this  is  what  we 
want,  protection  is  a  g<Kxl  way  to  get  it.  If  we  want  to  find  ways  to  in- 
crease man  hours  per  doll.ir  of  output,  iiucrii.itional  trade  is  not  for  us. 
International  trade  increases  re;il  protlurt  per  hour  of  work  r;ither  than 
raising  the  hours  required  to  produce  a  dollar',  worth  of  product. 

The  magnitude  involved  in  the  Trade  Relations  Council's  estimates 
of  the  net  effect  of  trade  on  employment  also  clearly  indicates  that  the 
trade  balance  has  only  a  small  net  impact  on  overall  employment  in  the 
U.S.  The  si/c  of  till'  trade  surplus  affects  at  most  a  few  liimdrcd  thousand 
out  ol  Che  nearly  80  million  civilian  jobs.  During  l%8.  for  example, 
when  iin|K)ris  soared  aiul  the  trade  balance  plumniciecl,  other  and  much 
larger  infhieiues  were  at  work  so  that  employment  expanded  by  more 
than  2  million  jobs  and  the  unemployed  rate  dioptied  from  3  to  3  3 
percent.' 

As  these  events  suggest,  the  level  of  employment  in  the  V  S.  does  not 
depend  ni  any  (|uaniiiaiivcly  signifitaut  way  n,)on  the  level  of  imjwrts. 
It  IS  detormmed  to  an  overwhelming  degree  by  internal  influences.  The 
expansion  of  imernaiional  iiadi  certainly  does  not  require  a  higher 
level  of  unemplovineiii  Imernaiional  tiade  is  no  more  incoiisisiem  with 
full  employment  than  other  efficienc  y  increasiiig  influences  such  as 
automation  or  (osi  i educing  changes  in  industrial  location  .Ml  impose 
a  tein(x)rary  cost  in  terms  of  job  displacement. 

Adv(Haies  of  freer  trade— like  defenders  of  nuiomaiion  -have  some- 
times been  (hided  for  citing  |ob  staiiisiics  vviihoiu  sufficient  regard  to 
the  human  beings  involved  However,  the  whole  argimicni  turns  pre- 
cisely .Ml  human  welfare  Is  it  increased  or  diminished  bv  changes  that 
are  ir<,uirc'cl  for  greaiei  efh(  iency?  1  he  answer  is  that  there  is  a  re- 
stricted and  short  run  luiri  in  exchange  for  a  widespread  and  long-run 
gam    The  eMCiu  of  the  losses  to  adversely  airecicd  individuals  will  be 

•KmpLonifiu  an.l  iMu  iii,.l,MnMMi(  hRurM  ^»  ,.f  Janiuf^  l!Ki8  aii.l  Jjmiar>  1W<). 
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imaller  when  the  changes  occur  against  the  background  of  a  buoyant 
economy.  This  is  clearly  illustrated  in  the  story  of  the  remarkable 
achievement  of  the  Common  Market  countries  in  abolishing  tariffs 
among  themselves  completely  with  little  disruption  of  individual  firms 
and  workers.  Rapid  economic  expansion  was  an  essential  feature  of  the 
story.  The  real  gross  national  product  of  the  Common  Market  countries 
increased  by  50  percent  from  1959  to  1967  while  internal  tariffs  were 
coming  down.^  It  is  easy  to  make  room  for  increased  imports  when 
domestic  demand  is  expanding;  even  where  imports  enter  in  very  large 
volume  it  is  not  so  difficult  for  businesses  to  find  other  lines  which  they 
can  pursue  with  greater  profit. 

The  proper  means  to  pursue  full  employment  objectives  is  not  tariff 
policy  but  monetary  and  fiscal  policy. 

Foreign  Competition  is  Unfair  because  it  is  Based  on  Low  Wages 

International  trade  raises  real  income  because  certain  industries, 
owing  to  some  natural  or  cultural  differences  between  different  areas  of 
the  world,  are  able  to  produce  at  a  lower  cost  in  one  country  while  others 
will  be  able  to  produce  at  lower  cost  in  some  other  part  of  the  world. 
American  producers,  when  confronted  with  the  natural  or  acquired 
advantage  enjoyed  by  a  foreign  industry,  often  feel,  quite  rightly,  that 
they  are  facing  unequal  odds.  Some  years  ago.  a  Pennsylvania  oil  pro- 
ducer whose  wells  produced  less  than  a  barrel  a  day  felt  that  it  was 
unfair  to  have  to  compete  with  the  wells  of  the  Middle  East  that  pro- 
duce 5.000  barrels  a  day.  So  in  a  sense  it  was.  However,  it  was  "unfair" 
in  the  sense  that  one  would  use  in  a  sports  contest:  the  same  standard  of 
equity  is  not  appropriate  as  an  economic  criterion.  No  sound  policy  can 
be  based  on  the  principle  of  eradicating  all  the  economic  advantages 
possessed  by  any  contestant  in  order  to  run  a  competition  that  gives  an 
equal  chance  to  all  entranu.  Such  a  policy  would  imply  that  American 
firms  that  have  unusual  know*how  or  access  to  large  amounts  of  capital 
should  be  precludeil  from  selling  abroad  because  they  have  an  unfair 
competitive  advantage  over  less  sophisticated  and  more  poorly  capital- 
ized  European  firms.  It  would  be.  once  again,  to  reject  the  view  that  a 
main  goal  of  our  economy  is  to  maximize  output  per  unit  of  input. 

The  advantage  that  most  other  countries  have  relative  to  the  U.S.  is 
an  abundant  labor  supply  rel?  ive  to  other  factors  of  production.  Pro- 
ductivity is  low.  but  wages  are  sometimes  even  lower  so  that  labor  costs 
in  some  industries  are  below  those  of  the  U.S.  For  example,  in  1967  the 
Japanese  GNP  per  capita  was.  according  to  the  ratlier  imperfect  meas- 
ures available,  about  40  percent  of  that  of  the  U.S.  However,  in  the  iron 
and  steel  industry  hourly  labor  cost  was  only  21  percent  of  the  U.S.  level 

'  From  $240.1  billion  to  |550,0  billion  in  1966  prictt  (A.LD..  "Gro«  National  Pwiuct 
Growth  lUtet  and  I  i^nd  Data  '.  April  50.  1970). 
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and  unit  labor  cost  30  to  JJ8  percent  of  the  U.S.  level.-  In  industries  where 
differences  m  wage  levels  are  decisive,  foreign  firms  are  apt  to  have  the 
advantage  over  U.S.  firms.  Such  industries  include  labor  intensive  in- 
dustries  like  textiles  and  shoes  and  als<j  industries  like  steel,  mass  pro- 
duting  relatively  staiidardimi  protlucts  by  well  established,  wi  Icly 
known  metlio<ls  of  proiluction. 

..  .^*!«*  ••''^••"t'«Ki'  'I'.'t  tliese  foreign  indusirics  enjoy  is  no  more 
".'V?,'^  ^  rclev;iiit  ecoiu.mic  sense  than  is  the  suiici  iority  of  the 
Middle  Last  oil  well  ovci  the  Peiiiisylv.uiia  oil  well  oi  ..f  the  well  (.ir>- 
•tahml  techll»lo^;if.,||y  adv;.iued  U  S  finn  over  the  sinallei  and  less 
sophisticated  turopeaii  fiiin.  It  is  eatf>  to  uiulcKstaiid  and  indeed  difficult 
not  to  synipathi/e  with  the  feeling  of  workers  ;.iid  lums  that  the  siiuation 
IS  unfair  to  them.  However,  the  fact  remains  that  no  cise  can  l,e  made 
m  the  broad  public  hiieicst  for  the  piotcttioii  of  particular  industries 
on  «iounds  of  ■  unfair'  c oni,H.Mition  even  when,  owin^  ,o  low  loieiuii 
wages,  prices  and  costs  abroad  re  lower  than  the  most  eduieiit  puxlucer 
at  home  can  adiieve.  ' 

What  can  be  ^enaided  as  unfair  is  to  ask  the  workers  and  eniplover. 
in  the  affected  uid.istries  to  bear  ihe  costs  of  acl|ustineni.  particularly 
these  costs  lesult  from  a  change  in  iiaiu,ii.,l  ,K.licv  clesiKiied  to  benefit 
he  nation  as  a  whole  Relief  should,  lu.weve..  be  .e,ii,K.,aiN  and  .e.ned 
o  ..c  pistniem  rather  .ban  to  .he  ,x-i iiiaiieiit  prc.tecticm  of  any  sl.a.e  of 
the  domestic  maiket.  1  he  expetieiue  ol  the  t.uro,,ean  tconomic  Com- 
munity m  movn.g  ,o  t  irilf-fiee  trade,  .dieacly  noted,  suggests  that  the 
extent  of  the  disl.Kation  of  industry  m.y  be  surprisingly  s„,J|.  Once 
the  polity  of  free  trade  was  convincingly  l.nd  clown  in  the  six  Common 
Market  countries,  firms  had  the  incemive  lo  adjust  i.ither  than  the 
incentive  to  oigani/e  fx)liiicallv  lor  protection 

Somecme  might  wish  to  argue  that  the  whole  level  of  w.ige  ra.es  abroad 
IS  s<.  low  relative  .o  wage  rates  in  the  I  nited  .States  that  all  foiei-i,  in- 
dustries or  many  of  them  have  advant..geous  labor  costs  relative  to  the 
y.S.  iiulustnes.  If  .ha.  aiguinent  were  v  .lid.  what  would  be  oilled  for 
•s  no,  protec  tion  for  paiticular  industries  bu.  an  across-the-board  cha.me 
m  the  ,K,wer  of  foreign  currencies  to  purchase  U.S.  goods:  the  ob.ective 
would  be  to  restore  a  balance  in  which  some  industries  had  low  enough 
in^.leTr  "  ""'^•'^  ^.dvant..ges.  they  would  be 

If  that  weie   aken  as  an  objective  of  our  jx.licy).  Alternative  ways  of 
achieving  such  an  adjustment  have  already  been  discussed. 

The  Adven,  „f  ,he  Multinational  (U,rp<,ration  has  so  Changed  the 
Nature  of  Trade  Relations  that  the  Case-  for  freer  Tra<Ie  has  been 
Made  Irrelevant 

Tb^  rise  of  multinational  c„r,H.r;..io..s  h  is  brought  forward  new  piob- 
!^*J"J.:*'"^'''  o^R'""^''i  "I.e.  nation-states  the  rise  of  firms  employing 

•GNP  cM.nuu,  from  f  \  .  Yrarhook  of  Solwual  .1rc,„n,ti  St„tnUcs    1%H  Vol  2 
CCHIUIIH.C,..  Hr.,n„^,  on  r.nff  and  T.adr  Pn.po.aU,  M  .y  ||.  ,,,70,  y>.  2Vk 
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a  global  approach  to  production  and  marketing  creates  new  problems 
with  respect  to  national  jurisdiction  and  national  interesu  with  respect 
to  the  location  and  volume  ot  production*  exporu  and  imports,  taxation* 
etc 

However,  there  is  no  evidence  that  the  multinational  corporation  is 
immune  from  the  economic  forces  that  determine  which  goods  can  be 
most  cheaply  produced  in  which  countries.  On  the  contrary,  it  seems 
likely  that  the  multinational  corporation  provides  decision-makers  with 
better  information  about  the  most  advantageous  location  of  production 
than  was  previously  available.  Components,  such  as  the  Ford  engine  for 
the  Pinto,  are  produced  abroad  when  they  can  be  made  cheaper. 

The  effects  of  multinational  corporations  on  the  U.S.  trade  balance  are 
very  difficult  to  estimate.  They  have  hastened  the  processes  described 
earlier  as  probably  unfavorable  to  the  U.S. — the  diffusion  of  American 
managerial  methods,  production  techniques,  and  capital;  but  in  a 
shrinking  world  the  pace  of  this  diffusion  was  bound  to  increase  any- 
way. Exports  from  their  U.S.  plants  of  the  main  products  produced  by 
their  foreign  plants  have  probably  been  reduced.  However,  there  is  at 
least  some  validity  to  the  claim  made  by  the  corporations  themselves 
that  their  establishment  of  production  abroad  was  necessary  to  protect 
their  holdings  of  the  foreign  market  against  potential  foreign  competi- 
tion. To  the  extent  to  which  this  is  true,  foreign  production  and  even 
exports  from  foreign  plants  may  not  be  at  the  expense  of  U.S.  exports, 
and  the  profits  from  foreign  operations  a  possible  net  gain  to  the  U.S. 
balance  of  paymenu,  depending  upon  the  use  to  which  they  are  put. 
More  definite  sources  of  gain  to  the  U.S.  balance  of  payments  are  ex- 
ports of  machinery  and  of  supplementary  product  lines,  the  latter  being 
of  potential  importance  when  fulMine  production  is  maintained  in  the 
U.S.  and  foreign  production  limited  to  models  for  which  there  is  a 
large  market  in  the  host  country. 

However  the  net  effects  turn  out,  it  seems  clear  that  multinational 
corporations  can  hardly  be  held  responsible  for  import  problems  in 
textiles  and  a  number  of  other  areas  where  the  domestic  industry  has 
been  in  difficulty  and  has  sought  protection*  Multinational  companies 
are  important  in  automobile  production,  petroleum,  tractors,  chemicals, 
pharmaceuticals,  office  machinery,  and  farm  and  construction  equipment. 
In  most  but  not  all  of  these  areas  the  U.S.  has  a  strong  export  position. 
In  the  few  cases  in  which  multinational  corporations  have  been  con- 
spicuous in  industries  encountering  severe  import  competition,  the 
products  though  relatively  new,  such  as  electronics,  require  labor-in- 
teraive  methods  of  production. 

In  any  case,  the  injury  to  U.S.  interests  of  which  multinational  cor- 
porations are  accused  by  those  seeking  trade  restrictions  is  not  different 
from  others  independently  claimed  as  a  basis  for  import  limitations  and 
already  discussed — viz..  a  reduced  U.S.  trade  surplus  and  job  displace- 
ment. The  expansion  of  the  multinational  form  of  corporate  enterprise 
adds  many  new  problems  to  the  relations  between  government  and 
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business  sind  to  intergovernmental  relationships,  but  it  does  not  con- 
stitute a  new  argument  for  protection.  Indeed,  the  retaliatory  or  at  any 
rate  unfavorable  responses  that  can  be  expected  from  foreign  govern- 
menu  to  any  U.S.  effort  to  limit  imports  would  make  much  more  diffi- 
cult the  intergovernmental  cooperation  that  is  required  to  cope  with 
nany  of  the  problems  in  this  field. 

The  National  Security  of  the  United  States  Requires  that  Some 
Industries  be  Protected 

The  national  security  argument  is  sometimes  applied  to  natural  re- 
source prcxlui  ts  such  as  |ietioleum  and  sometimes  to  fabricated  products 
such  as  steel. 

It  can  hardly  l)e  denied  that  petroleum  ami  steel  and  indeed  a  vast  host 
of  other  products  are  essential  to  national  defense.  But  dirict  guarantees 
do  not  always  achieve  their  intended  results.  One  is  reminded  of  the 
old  story  of  the  wise  town  elders  who.  wishing  to  accommodate  the 
convenience  of  all  visitors,  decreed  that  one  of  the  town  s  two  taxis 
always  had  to  be  at  the  railroad  station. 

In  the  case  of  a  natural  resource  product,  it  has  never  been  satisfac- 
torily explained  how  a  program  which  encourages  the  use  of  domestic 
reserves  rather  than  the  use  of  the  foreign  product  will  assure  adequate 
domestic  supplies  in  case  of  an  emergency.  The  argument  advanced  to 
defend  (|uotas  on  the  import  of  crude  oil  and  petroleum  products  is 
that  high  doniesiic  prices,  which  are  necessary  to  maintain  a  high  level 
of  new  discovery  and  exploration,  can  be  kept  only  by  restricting  cheap 
foreign  im|N>rts.  If  national  security  is  dependent  upon  the  ready  do- 
mestic availability  of  large  quantities  of  petroleum,  what  is  really  called 
for  is  a  progiam  of  subsidi/ation  for  the  exploration  of  petroleum 
reserves  in  the  Tniied  States  and  a  program  that  would  restrict  domestic 
production  to  the  levels  necessary  to  keep  a  domestic  petroleum  industry 
operational  and  ca^Mble  of  sudden  and  large  expansion  in  the  event  of 
necessity. 

What  is  p;iriiculariy  indefensible  is  the  protection  of  the  domestic 
iietroleum  indusfry  through  inifx>rt  quotas  rather  than  tariffs.  Import 
quotas  have  the  effect  of  transfer! iiig  to  private  pockets  in  the  form  of 
monopoly  profits  substantial  sums  of  money  from  the  public  purse.  If 
it  IS  felt  that  tariffs  are  too  uncertain  in  their  effects  on  import  quan- 
tities and  qtotas  are  desired  on  this  account,  the  quotas  should  be 
auctioned  off  so  that  their  monopoly  value  does  not  accrue  to  private 
firms.  At  a  time  when  important  social  needs  are  being  denied  because 
of  inadeipiate  government  revenues,  it  is  particularly  inappropriate  for 
the  government  to  confer  monopoly  power  worth  over  a  half  billion 
dollars  per  annum  on  private  p;irties.* 

In  the  case  of  a  manufacturing  industry,  such  as  the  steel  industry, 
iHs  argued  that  protection  is  necessary  to  maintain  skills  that  would  be 
•  Balilwin'ji  ciiimaif  for  1966  was  |620  million;  ihe  markup  thai  year  was  equivalent 
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lott  were  the  industries  subject  to  unrestricted  import  competition.  The 
American  Iron  and  Steel  Institute,  for  example,  has  claimed  that  the 
unchecked  growth  of  steel  imports  presents  a  direct  threat  to  our 
national  security  since  a  domestic  industry  will  no  longer  be  able  to 
produce  the  full  range  of  steel  products  necessary  for  national  security 
In  addition,  it  is  argued*  fhar  under  crisis  conditions  serious  shortages 
might  develop. 

In  fact,  the  wartime  experience  of  the  United  States,  like  that  of  every 
other  country,  including  England.  Germany,  and  Japan,  demonstrates 
very  clearly  that  human  skills  and  ingenuity  manage  very  quickly  to 
produce  whatever  is  needed  in  wartime.  The  United  States  during 
World  War  II,  for  example,  was  able  to  produce  large  quantities  of  air- 
planes  including  many  kinds  which  had  never  been  produced  before  and 
even  to  master  the  production  of  products  like  lenses,  which  formerly  had 
been  regarded  as  the  province  of  highly  skilled  craftsmen  not  to  be 
found  in  the  United  States." 

The  national  security  argument  is  also  weakened  by  the  diminished 
likelihood  of  a  large-scale  conventional  war  of  long  duration.  A  major 
nuclear  war  would  be  briel  and  horrible  and  its  outcome  would  not  be 
affected  by  the  site  of  particular  domestic  industries  such  as  oil  or  steel. 
Non-nuclear  wars  restricted  to  particular  regions  are  unlikely  to  leave 
the  U.S.  cut  off  from  all  foreign  sources  of  supply. 

Protection  for  national  security  purposes  is  also  counter-productive 
politically  and  diplomatically.  Further  action  to  limit  steel  imports,  for 
example,  would  strengthen  the  divisive  forces  affecting  our  relations  with 
friendly  countries. 

III.  THE  COST  OF  INCREASED  PROTECTION  TO  THE 

UNITED  STATES 

The  benefits  of  import  limitations,  it  has  been  shown,  accrue  to 
favored  groups  in  the  economy  at  the  expense  of  the  population  as  a 
whole.  Somr  of  the  ways  in  which  these  costs  are  incurrcil  have  already 
been  described.  The  disadvantages  of  a  policy  of  protection  are  set  out 
more  systematically  in  the  following  paragraphs. 

The  Insulation  of  the  U.S.  Economy  from  Foreign  Cx>mpetition  ivill 
Reduce  Consumer  Choice  and  the  Stimulus  to  Innovation 

The  maintenance  of  competition  in  a  market  economy  under  modern 
technological  conditions  where  the  scale  of  the  firm  is  so  large  in  many 
industries  is  one  of  the  difficult  problems  of  economic  organi/ation  facing 

^See  VS.  Senate,  Committee  on  Finance.  Compendium  of  Papers  on  LtgUhtixft 
Ovtriight  Review  of  VS.  Trtuie  Poiieiet,  90th  Congreu.  lecond  ieuion.  Volume  2. 
page  501. 

"See  the  statement  of  Raynion  Vernon.  Joint  Economic  Committee.  Subcommittee 
on  Foreijtn  Economic  Policy,  Hearings:  Defense  Essentiality  and  Foreign  Economic 
Policy,  Mth  Congmi.  aecond  session,  June  4,  5,  9  and  7.  1956.  pp.  49-53. 
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the  United  States.  The  entry  of  foreign  competitort  into  the  American 
market  makei  it  more  difficult  for  large  firnu  to  pursue  a  live-and-let<live 
poUqr  that  will  produce  a  quiet  life  for  their  managers  but  which  will 
not  be  in  the  interests  of  consumers  or  the  economy  at  large.  There  are 
on  record  in  recent  years  a  number  of  cases  in  which  the  stimulus  to 
innovation  has  come  from  foreign  competition--the  small  car,  oxygen 
sieeh  and  flat  glass.  The  American  consumer  and  the  economy  in  general 
is  better  off  for  each  of  these  cases  of  increased  foreign  competition. 

Impart  Umiutions  wUl  Lead  to  Higher  Prices  and  Make  the  Control  of 
Ifliatian  More  Difficult 

Recently,  the  proposition  that  import  controls  or  tariffs  are  likely 
to  lead  to  higher  prices  for  the  protected  commodities  has  been  chal* 
knged.  These  challenges  usually  take  the  form  of  citing  cases  in  which 
products  under  protection  such  as  cotton  textiles  have  been  marked  by 
price  increases  smaller  than  the  price  level  in  general.  These  instances 
have  usually  been  contrasted  with  other  products  like  coal  which  al- 
though un-protected  have  risen  in  price  more  than  average.  The  juxta- 
position of  such  examples  only  indicates,  however,  that  there  are  other 
price-determining  influences  that  are  also  at  work.  It  does  not  mean 
that  the  observed  price  of  a  protected  good  whether  it  has  risen  more  or 
ktt  than  average,  would  not  be  lower  without  the  quota  or  without 
the  tariff."  Nobody  has  yet  set  out  the  logic  by  which  it  can  be  claimed 
that  the  restriction  of  a  cheap  source  of  supply  will  not  tend  to  raise 
the  price.  Most  quotas  not  only  result  in  higher  prices  to  buyers  but, 
as  noted  in  connection  with  the  discussion  of  the  oil  quota  above,  confer 
a  monopoly  profit  on  those  lucky  enough  to  receive  the  privilege  of 
importing  some  of  the  limited  quantity  of  goods  permitted  to  enter  the 
United  States. 

The  upward  pressure  on  prices  exerted  by  import  quotas  or  tariffs 
also  hurts  th?  United  States  by  weakening  our  export  position.  Import 
quotas  on  petroleum,  for  example,  push  up  fuel  costs  for  our  manufac< 
turing  industries  and  the  •voluntary"  quotas  on  steel  have  enabled 
increases  of  steel  prices  to  occur  which  have  raised  input  costs  for  our 
machinery  producing  industries.  Our  machinery  industries,  which  are 
80  important  in  our  export  trade,  are  competing  with  foreign  producers 
who  are  able  to  buy  fuel  and  steel  at  world  market  prices. 

Protectionist  Policies  will  Reduce  the  Participation  of  the  United  States 
in  World  Trade  and  Thus  Lower  its  Rate  of  Growth  and  Income 

Textbook  writings  on  international  trade  and  the  current  arguments 
of  those  favoring  increased  protection  have  one  thing  in  common.  Both 

••The  only  cxcrption  to  the  price  raiting  effect  of  urifft  or  quotas  occurs  when 
they  have  no  protective  effect  If  U  S  wheat,  for  example,  it  telling  at  world  pricet 
or  lower,  a  quota  on  wheat  importt  will  never  ha. e  to  be  administered  and  will  have 
00  impact  on  the  I  S.  price  Few  of  the  claimantt  for  protection,  however,  would  be 
lAterettcd  in  meatures  that  did  not  irstrici  the  foreign  tupply  to  the  VS.  market. 
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view  international  trade  ai  leading  to  a  form  of  specialization  in  which 
acme  industries  expand  in  each  country  while  others  contract.  To  some 
degree,  this  is  still  a  correct  view.  It  is  likely,  for  example,  that  under 
free  trade  the  textile  industry  and  the  steel  industry  in  the  United  States 
would  grow  smaller  than  they  are  today  while  the  machinery  industries 
would  expand. 

However,  there  is  a  large  and  growing  form  of  international  trade 
that  does  not  take  this  character  at  all.  The  trade  between  the  great 
industrial  countries  is  increasingly  ticking  the  relatively  new  form  of 
intra^industry  specialization.  It  is  based  on  the  economies  of  long  pro- 
duction runs  (or  particular  variant!  of  products.  It  owes  its  origin  to 
the  evergrowing  variety  of  specialized  materials  and  machines  which  is 
emerging  to  provide  a  more  and  more  varied  and  sophisticated  bundle 
of  consumers  goods  and  to  meet  the  needs  of  industry  for  labor-saving 
cost-reducing  methods  of  production.  How  can  this  great  growth  in 
variety  of  output  be  reconciled  with  the  great  economies  that  can  be 
derived  from  long  production  runs?  The  answer  for  most  producers  is 
to  concentrate  on  a  limited  range  of  product  variants. 

To  see  the  impact  that  this  has  on  international  trade,  let  us  consider, 
for  example,  the  production  of  machinery  for  the  use  of  such  industries 
as  printing,  baking  and  pharmaceuticals.  Such  machinery  is  manufac- 
tured in  the  United  States,  the  United  Kingdom,  Germany  and  other 
western  European  countries.  IJowever,  in  each  of  these  countries  the 
equipment  is  designed  to  meet  local  conditions  such  as  the  usual  scale 
of  output  and  the  prevailing  ratio  of  wages  to  capital  costs.  Each  country 
could  produce  the  whole  range  of  equipment  but  in  fart  concentrates 
on  the  product  variants  most  in  demand  in  its  own  or  in  other  nearby 
markets.  Thus  the  European  equipment  is  typically  designed  for  smaller 
volume,  lower  speed  and  greater  variety  of  purpose  than  the  American 
equipment  for  the  same  industries.  Trade  arises  because  in  each  country 
there  is  Kkely  to  be  some  limited  need  for  the  kinds  of  machines  pro- 
duced abroad  although  the  major  need  will  of  course  be  for  the  type 
of  machine  produced  at  home.  Since  the  direction  of  technological 
progress  is  clearly  toward  more  and  more  complicated  and  highly 
specialized  machinery,  the  volume  of  intra  industry  specialization  may  be 
expected  to  increase. 

Intra-indusiry  specialization  in  the  trade  among  the  industrial  coun- 
tries accounts  for  the  apparently  contradictory  phenomena,  that  there 
is  on  the  one  hand  a  great  similarity  in  the  commodity  composition  of 
the  exports  of  the  industrial  countries  and  that  on  the  other  hand  a 
substantial  fraction  of  world  trade  consisu  of  exchanges  between  the 
industrial  countries  themselves. 

The  expansion  of  this  trade  is  attractive  not  only  because  it  lowers 
costs  *and  raises  incomes  for  the  participating  countries  but  also  because 
it  brings  relatively  few  of  the  adjustment  problems  that  are  so  difficult 
where  speciah/ation  by  whole  industries  is  involved.  From  the  stand- 
point of  the  U.S..  it  points  also  to  a  profitable  avenue  for  the  expansion 
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of  trade  that  docs  not  depend  upon  the  maintenance  of  the  technological 
margin  of  superiority  the  U.S.  enjoyed  in  the  past. 

The  experience  of  the  Common  Market  may  again  be  taken  as  an 
illuslration.  Trade  among  the  six  countries  tripled  in  the  decade  follow- 
ing the  establishment  of  the  Common  Market  in  1957  This  expansion 
of  irade  was  based  on  neither  large  technological  gaps  among  the 
countries  nor  on  the  disappearance  of  entire  industries  as  a  result  of 
inter-industry  specialiiation. 

Those  seeking  import  limitations  are  asking  the  U.S.,  in  effect,  to 
sacrifice  the  chance  to  participate  fully  in  this  growing  trade  in  an  effort 
to  protect  the  short-run  interests  of  limited  groups  in  the  economy. 

The  Political  and  Diplomatic  Cosu  of  Import  Limitations  Would  be 
Very  High 

Any  marked  movement  toward  further  limitations  on  imporu  would, 
as  already  remarked,  bring  retaliations.  There  is  a  great  danger  that  a 
trade  war  would  be  set  off  which  would  have  the  economic  and  political 
consequences  in  restricting  world  trade  that  would  clearly  leave  all 
trading  countries  worse  off.  What  is  even  more  dangerous,  however,  is 
the  broader  impact  upon  the  political  leadership  of  the  United  States. 
The  United  States  has  in  the  community  of  nations  stood  for  the  prin- 
ciples of  a  competitive  economy  and  for  the  reliance  upon  markeu 
rather  than  upon  governments  for  economic  decision-making.  We  have 
put  our  great  weight  behind  the  reduction  of  trade  barriers.  A  U.S. 
policy  of  protection  where  competition  hurts  some  American  workers 
and  firms,  and  of  free  trade  where  it  does  not,  will  hardly  strengthen 
our  position  of  leadership.  Rather  it  will  strengthen  the  position  of  those 
cynics  who  argue  that  the  United  States  has  been  using  its  great  power 
to  pursue  its  own  short  run  economic  interests  rather  than  as  we  claim 
to  create  a  peaceful,  prosperous  and  stable  world. 

IV.  A  TRADE  POLICY  FOR  THE  1970S  IN  THE  NATIONAL 

INTEREST 

The  national  interests  of  the  U.S.  lie  in  the  direction  of  freer  trade. 
The  arguments  for  a  contrary  policy,  it  has  been  shown,  are  based  on 
incorrect  assessments  of  the  facts,  draw  unwarranted  conclusions  from 
true  statements  of  fact,  or  stress  benefits  that  may  be  real  and  important 
but  are  either  incapable  of  achievement  or  can  be  attained  only  at  large 
economic  and  political  cost. 

The  strength  and  pervasiveness  of  the  present  trend  toward  import 
limitations  is  c\'idcnce  of  the  capacity  of  men  to  believe  what  it  is  in 
their  economic  interests  to  believe.  It  reflects  also  the  hospitality  the 
democratic  political  process  gives  to  the  efforts  of  organized  groups  to 
benefit  themselves  when  the  gain  to  them  is  large  and  the  losses  to  others 
are  widely  distributed.  Political  leaders  may  have  to  yield  to  such  pres- 
sures, but  if  so  the  only  rational  ground  is  a  concern  for  a  special  interest 


ERLC  2^4 


220 


or  polidcal  necesiity  and  not  a  concern  for  the  nation;.!  interest.  Their 
need  to  yield  may  be  leu  if  the  special  and  public  interesu  are  clearly 
distinguished. 

V.  SUMMARY 

A  new  wave  of  sentiment  in  favor  of  import  limitations  has  brought 
forward  some  new  arguments  lor  import  limitations  and  revived  some 
old  ones. 

The  fundamental  fact  remains  that  every  restriction  of  supply, 
whether  it  be  applied  to  supply  of  domestic  or  foreign  origin,  helps  the 
producers  of  the  restricted  producu  but  only  at  the  expense  of  everyone 
else. 

Every  current  claim  for  protection,  no  matter  wh^*t  its  guise,  is  a 
claim  for  special  preference  at  the  general  expense. 

Let  us  take  the  main  current  arguments  for  import  limitations  one 
by  one. 

VS.  Imporu  Have  Risen  More  Rapidly  than  Exporu  in  Recent  Years; 
Our  Trade  Surplus  is  Much  Reduced,  and  May  Even  be  Eliminated  or 
Turned  into  a  Deficit 

It  is  not  at  all  clear  that  the  U.S.  balance  of  payments  should  in  the 
long  run  have  a  trade  surplus  or  that  a  trade  surplus  needs  to  be  an 
objective  of  U.S.  Government  policy,  but  even  if  these  points  are  granted 
ihey  do  not  establish  the  case  for  import  restrictions.  Import  restrictions 
will  bring  retaliation  that  will  reduce  the  level  of  trade  without  any 
predictable  effect  on  the  trade  balance.  Furthermore,  even  if  other 
countries  were  to  permit  the  U.S.  to  improve  iu  trade  surplus  through 
import  limitation.  item*by*item  restrictions  would  provide  neither  an 
equitable  nor  efficient  method.  Discriminatory  tariff  increases  or  quotas 
favor  the  domestic  producers  of  some  goods  over  the  domestic  producers 
of  others.  They  also  require  that  the  Government  rather  than  the  market 
place  determine  which  imporu  will  be  reduced. 

If  the  objective  is  really  to  improve  the  trade  balance,  a  uniform  ad 
valorem  tariff  surcharge  and  an  export  subsidy  of  the  same  amount 
would  be  more  equitable  and  efficient.  Other  measures  that  would  ac- 
complish the  same  result  include  a  depreciation  of  the  dollar  and  the 
restriction  of  the  U.S.  price  level  to  lower  rates  of  increase  than  foreign 
price  levels. 

The  United  Sutes  Has,  Over  the  Years,  Given  Many  One^ded  Trade 
Conressions  That  Have  Opened  iu  Markeu  to  Foreigners  While  U^. 
Exporters  Find  Themselves  under  Serious  Handicaps  in  Foreign 
Markeu 

The  pervasiveness  of  this  view  in  the  U.S.  is  remarkable  in  view  of  the 
almost  absolute  lack  of  evidence  to  support  it.  The  available  evidence 


221 


does  not  indicate  that  U.S.  tariff  levels  are  now  substantially  lower  than 
thoie  of  other  major  industrial  countries  or  that  they  have  been  so 
reduced  in  recent  years  as  to  enhance  substantially  the  price  competitive- 
nett  of  foreign  goods  in  the  U.S.  market  place.  Certainly  the  disappear- 
ance of  the  U.S.  trade  surplus  since  1964  cannot  be  explained  on  these 
grounds.  Tariff  changes  have  had  on  the  average  small  effects  on  the 
landed  dollar  prices  of  foreign  goods  and  have  been  accompanied  by 
roughly  equal  advantages  for  U.S.  exporters.  Much  has  been  made  of 
lion  tariff  barriers,  but,  if  anything,  U.S.  non  tariff  bariers  have  increased 
lince  I%4  relative  to  foreign  non-tariff  bariers.  Furthermore,  the  only 
attempt  to  estimate  the  overall  level  of  effective  protection  inclusive  of 
tariff  and  non  tariff  barriers,  made  for  the  U.S.  and  the  U.K.,  docs  not 
show  any  great  difference  between  the  two  countries.  This  is  not  to  deny 
that  non  tariff  barriers  have  been  growing  in  importance,  both  at  home 
and  abroad,  relative  to  tariffs,  nor  is  it  to  claim  that  the  non  tariff 
barriers  of  Japan  and  the  EEC  are  not  more  restrictive  than  those  of 
the  U.S.  It  is  to  say  that  claims  that  foreigners  have  one-sided  access  to 
the  U.S.  market  are  at  ihe  minimum  grossly  exaggerated. 

bnports  Have  an  Unfavorable  Impact  on  Employment^  Particularly 
Since  They  Tend  to  be  Concentrated  in  Labor-intensive  Products 

It  is  true  that  international  trade  enables  us  to  export  the  goods  of 
1000  manhours  and  receive  back  goods  that  would  require  more  than 
1.000  manhours  to  produce.  This  is  our  gain  from  trade.  Every  internal 
improvement  has  the  same  effect;  we  get  more  goods  per  manhour.  The 
optimum  way  to  full  employment  docs  not  lie  in  make  work  policies 
such  asexcluding  labor  intensive  imports  or  forbidding  new  labor-saving 
machines.  Protection  of  labor-intensive  industries  is  certainly  not  in  the 
best  interests  of  U.S.  labor  in  any  long  run  sense;  it  leads  to  the  pres- 
ervation of  low  wage  jobs  which  would  disappear  in  a  free  market  and 
be  replaced  by  higher  wage  jobs.  In  my  home  state  of  Pennsylvania,  the 
textile  workers  of  yesterday  were  injured  when  the  textile  industry 
moved  south  but  their  successors  today  are  better  off  than  they  would 
be  if  there  had  been  government  intervention  to  keep  the  textile  in- 
dustry in  Pennsylvania;  they  are  working  at  better  paying  jobs  in  new 
or  expanded  industries  that  are  competitive  and  can  export  different 
products  to  the  rest  of  the  U.S.  and  to  the  world. 

Foreign  Competition  is  Unfair  because  it  is  Based  on  Low  Wages 

The  wage  advantage  that  foreign  industries  enjoy  is  no  more  unfair 
in  a  relevant  economic  sense  than  is  the  advantage  of  superior  capital 
resources  or  of  sophisticated  technology  enjoyed  by  many  U.S.  industries. 
No  sound  policy  can  be  based  on  the  principle  of  eradicating  all  the 
economic  advantages  possessed  by  any  contestant  in  order  to  run  a 
sports-like  competition  that  gives  an  equal  chance  to  all  entrants.  It 
is  precisely  by  capitalizing  upon  the  special  advantages  enjoyed  by 
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workert  and  producm  everywhere  that  we  can  maximize  output  per 
unit  of  input 

The  adirent  of  the  Multinational  Corporation  Hai  to  Chanced  The 
Nature  of  Trade  Relatiom  that  the  Caie  for  Freer  Trade  Ha»  Been 
Made  Irrelevam 

There  it  no  evidence  that  the  multinational  corporation  is  iminune 
from  the  economic  forces  that  determine  which  goods  can  be  most 
cheaply  produced  in  which  countries.  On  the  contrary,  it  seems  likely 
that  the  multinational  corporation  provides  decision-makers  with  better 
information  about  the  most  advantageous  location  of  production  than 
was  previously  available.  ComponenU.  such  as  the  Ford  engine  for  the 
Pinto,  are  produced  abroad  when  they  can  be  made  cheaper. 

The  effecu  of  multinational  corporations  on  the  U.S.  trade  balance 
are  very  difficult  to  estimate,  but  multinational  corporations  can  hardly 
be  held  responsible  for  import  problems  in  textiles  and  a  number  of 
other  areas  where  the  domestic  industry  has  been  in  difficulty  and  has 
sought  protection.  In  most  of  the  areas  in  which  multinational  corpora* 
tions  are  important,  the  U.S.  has  a  strong  export  position. 

In  any  case,  the  injury  to  U.S.  interesu  of  which  multinational  cor- 
porations are  accused  by  those  seeking  trade  restrictions  is  not  different 
from  others  independently  claimed  as  a  basis  for  import  limitations  and 
already  discussed--e.g.,  a  reduced  U.S.  trade  surplus  and  job  displace- 
ment 

The  National  Security  of  the  United  States  Requires  that  Some 
Industries  be  Protected 

The  national  security  argument  is  sometimes  applied  to  natural  re- 
source producu  such  as  petroleum  and  sometimes  to  fabricated  products 
such  as  steel. 

In  the  case  of  a  natural  resource  product,  it  has  never  been  satisfac- 
torily explained  how  a  program  which  encourages  the  use  of  domestic 
reserves  rather  than  the  use  of  the  foreign  product  will  assure  adequate 
domestic  supplies  in  case  of  an  emergency.  If  national  security  is  depend- 
ent upon  the  ready  domestic  availability  of  large  quantities  of  petro- 
leum, what  is  really  called  for  is  a  program  of  subsidization  for  the  ex- 
ploration of  petroleum  reserves  in  the  United  States  and  a  program 
that  would  restrict  domestic  production  to  the  levels  necessary  to  keep 
a  domestic  petroleum  industry  operational  and  capable  of  sudden  and 
large  expansion  in  the  event  of  necessity. 

In  the  case  of  a  manufacturing  industry,  such  as  the  steel  industry,  it 
is  argued  that  protection  is  necessary  to  maintain  skills  that  would  be 
lost  were  the  industries  subject  to  unrestricted  import  competition.  In 
fact,  the  wartime  experience  of  the  United  States,  like  that  of  every  other 
country,  including  England,  Germany,  and  Japan,  demonstrates  very 
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clearly  that  human  skills  and  ingenuity  manage  very  quickly  to  produce 
whatever  is  needed  in  wuiiime. 

The  national  security  ^u^ument  is  also  weakened  by  the  diminished 
likelihood  of  a  large-scair-  conventional  war  of  long  duration.  A  major 
nuclear  war  would  be  briei  and  horrible  and  its  outcome  would  not  be 
affected  Sy  the  si/eof  particular  domestic  industries  such  as  oil  or  steel. 
Non-nuclear  wars  restricted  to  particular  regions  are  unlikely  to  leave 
the  U.S.  tut  off  from  all  foreign  sources  of  supply. 

Protection  for  national  security  pui|x>ses  is  also  lounterprcxluctive 
politically  and  diplomatically.  Further  action  to  limit  steel  imports,  for 
example,  would  strengthen  the  divisive  forces  affecting  our  relations 
with  friendly  countries. 

•  •  •  '  •  •  •  • 

The  national  interests  of  the  V.S,  lie  in  the  direction  of  freer  trade. 
The  arguments  for  a  contrary  policv,  it  has  been  shown,  are  based  on 
incorrect  assessments  of  the  facts,  draw  unwarranted  conclusions  from 
true  statements  of  fact,  or  stress  benefits  that  may  he  real  and  important 
but  are  either  incapable  of  achievement  or  can  be  attained  only  at  large 
economic  and  (X)litical  cost. 

The  costs  imhide  the  reduction  to  the  stimulus  to  innovation,  less 
consumer  choice,  higher  prices,  lower  ex|xMts  owing  to  liigher  costs  and 
to  the  exclusion  of  the  U.S.  from  the  growing  volu*ne  of  intra  industry 
trade,  and  the  deteiioration  of  our  relations  with  friendly  countries. 

Im|H)it  limitations  involve  the  use  of  government  power  to  promote 
special  interests  at  the  general  expense. 
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The  US 
Trade  Deficit: 
A  Cause  for  Alarm? ' 


BENJAMIN  J  COHEN 


Is  the  recent  deterioration  of  the  US 
trade  deficit  a  cause  for  alarm?  My 
own  view  is  that  the  dangers  of  the 
situation  are  easily  exaggerated.  That 
our  deficit  is  large— exceptionally 
large— is  certainly  evident.  Never 
before  in  this  country's  history  has 
there  been  such  a  massive  gap  bet- 
ween our  exports  and  our  imports. 
Indeed,  until  as  late  as  1971-72,  wr 
had  never  in  this  century  even  ex- 


perienced a  negative  trade  balance.  In  1973,  largely  as  a  result  ot  two  devalua- 
tions of  the  dollar,  we  were  back  in  surplus  again;  and  after  an  oil-induced 
deficit  in  1974.  we  enjoyed  another  surplus  in  197).  In  1976  the  deficit  was 
only  about  $)  billion  Last  year,  by  contrast,  the  deficit  was  $27.6  billion,  and  a 
comparable  excess  of  imports  over  exports  is  expected  for  this  year  as  well . 

Large  as  these  figures  are,  however,  they  do  uot  warrant  a  panicky  revision  of 
current  US  policies,  despite  recent  turbulence  involving  the  dollar  in  the 
foreign-exchange  market.  Most  of  the  deterioration  of  our  trade  balance  siiKe 
1975  is  attributable  to  quite  special  factors,  such  as  the  recent  wave  of  good 
harvests  around  the  world,  sharply  reducing  American  agricultural  exports  in 
both  volume  and  price,  and  the  continuing  irKrease  of  our  dependence  on 
foreign  entrt^y  sources  Oil  imports  in  1977  topped  $44  billion,  up  more  than 
$10  billion  from  a  year  earlier 

One  special  facror  of  particular  importance  has  been  the  difference  in  timing 
of  cyclical  developments  in  the  United  States  and  its  major  trading  panners. 
Economic  recovery  from  the  rcirssion  of  1974-75  not  only  began  earlier  in  the 
United  Srarcs  rhan  t  Isewhere  but  also  has  been  more  sustained  and  vigorous.  In 
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mo«  other  industrial  ecoiH>mi«,  growth  rates  are  still  substantially  below  those 
typically  achieved  during  the  years  prior  to  the  1974-75  recession.  Expansion  of 
iwl  output  in  the  24  member-countries  of  the  OECD  in  1977  was  only  iV» 
percent,  down  from  percent  in  1976.  Performance  in  the  brgest  of  the 
industrial  economies  was  panicularly  disappointing.  In  Britain.  France,  and 
Italy,  real  expansion  was  virtually  nil;  in  Canada.  Germany,  and  Japan,  it  was 
well  below  what  had  been  hoped.  Only  in  the  United  States  was  there  any 
marked  buoyance  in  the  growth  of  output  and  Hnal  demand  (topping  5  percent 
for  the  year  as  a  whole).  And  this  of  course  is  what  accounted  for  a  very  large 
part  of  the  increa.-5e  of  our  trade  deficit.  Inventory  building  and  increases  in 
personal  consumption  expenditures  at  home  stimulated  demand  for  imports  of 
industrial  materials  and  consumer  goods  (as  well  as  fuels),  while  US  exports, 
particularly  of  capital  equipment,  were  severely  hampered  by  the  weakness  of 
investment  demand  abroad  But  for  such  differences  in  conjunctural  (medium 
term)  conditions  here  and  abroad,  our  deficit  would  have  been  far  smaller  than 
it  actually  turned  out  to  be. 

A  second  reason  for  taking  a  relatively  more  sanguine  view  of  the  present 
deficit  IS  that  it  is  in  fact  meede<^.  From  a  global  macroeconomic  point  of  view, 
the  deficit  is  dciidedly  a  Good  Thing  The  counterpart  of  continuing  current 
surplus  among  the  OPEC,  group  of  countries  must  be  a  collective  deficit  for  the 
rest  of  ihe  world  This  deficit  cannot  be  avoided:  it  can  only  be  shared.  And  if  a 
large  part  is  not  shared  by  the  world's  strongest  national  economy,  proportion- 
ately more  must  fall  instead  on  weaker  economies,  some  of  which  may  no 
longer  be  eiihrr  able  or  willmg  to  carry  such  a  heavy  burden 

Al'cadv  many  oil  consuming  countries  have  built  up  a  crushing  burden  of 
external  debt  in  financing  their  oil-induced  deficits  since  197.^.  Many  others 
have  avoided  subsianiial  cumulative  deficits  abroad  only  by  severely  sup- 
pressing their  growth  rates  of  real  output  and  final  demand  at  home. 
Dissatisfauion  with  U)th  thrse  unpleasant  policy  options  is  growing;  and  in  the 
search  for  alternative  p^.lity  instruments  that  would  enable  them  to  avoid  both 
additional  foreign  debt  and  continued  domestic  stagnation  in  the  fijture. 
foreign  governments  increasingly  seem  to  be  looking  toward  the  escapist 
solution  of  protectionist  trade  measures  of  various  kinds,  including  competitive 
depreciation-,  of  exdiariKC  rates  This  is  a  very  real  and  present  danger  to  the 
liberal  inierniiional  ei(>ni>mii  order,  and  it  can  be  forestalled  only  if  the 
world  s  strongest  national  economies  relieve  some  of  the  pressures  on  weaker 
countries  bv  Assuming  a  larger  share  of  the  oil-consumers'  colleaive  deficit. 
This.  II,  t(t-,i    IS  what  the  United  States  is  doing.  Far  from  threatening 
America  s  ahilirv  to  exercise  i ontinuing  economic  leadership  in  the  world,  the 
defitit  in  fjit  lonsitiiiies  the  verv  essence  of  economic  leadership  in  present 
circumsuncev  Ameru  i  s  deficit  helps  to  keep  the  world  away  from  the  slippery 
sKtpe  ofionimeriul  pioteitionisni  and  competitive  depreciations 
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Docs  that  mean,  then,  chat  wr  can  afford  merely  to  stand  pat?  Not  at  all. 
These  are  not  times  for  complacency  (least  of  all  in  the  energy  field,  where  our 
growing  dependence  on  foreign  oil  is  cKrar  evidence  of  the  need  for  an  effeaive 
domestic  energy  policy).  I  am  not  advocating  a  policy  of  benign  neglect.  Quite 
the  contrary,  in  fact.  For  even  if  it  is  true  that  the  present  trade  deficit  signifies 
no  serious  deterioration  of  our  competitiveness  in  international  markets,  the 
deficit  remains— and  because  of  that  deficit  the  fact  remains  as  well  that  we  are 
facing  here  at  home  a  grourxlswell  of  protectionist  pressures  in  many  of  our 
own  exporting  and  import -competing  industries,  from  shoes  and  textiles  to 
electronics  and  specialty  steels.  These  protectionist  pressures  must  be  resisted. 


In  my  opinion,  they  can  best  be  resisted  by  persuading  otherstrong  national 
economies  to  shoulder  a  larger  share  of  the  collective  deficit  of  oil  consumers. 
This  means,  in  particular,  the  two  so-called  **locomotive"  economies  of 
Germany  and  japan,  both  of  which  in  fact  have  lately  been  running  surpluses 
rather  than  deficits  on  current  account.  In  1977,  the  German  current  surplus 
approached  $2'/^  billion;  the  Japanese,  a  whopping  $11  billion.  Both  surpluses 
were  perverse  from  a  global  macroeconomic  point  of  view.  Both  directly 
reflected  relatively  sluggish  growth  performance  in  these  two  economies.  As 
Carter  Administration  spokesmen  have  repeatedly  pointed  out  (to  fierce 
German  and  Japanese  objections),  what  is  obviously  needed  is  more  direct 
demand  stimulation  in  both  countries  to  help  encourage  additional  purchases 
from  outside  their  own  frontiers  (including  the  United  States),  One  effect  of 
accelerated  expansion  in  Germany  and  Japan,  apart  from  the  growth  stimulus 
provided  to  other  weaker  economies,  would  almost  certainly  be  to  reduce  the 
trade  defuit  of  the  United  States  by  narrowing  the  disparity  between  us  and 
them  in  coniurxtural  conditions  Promotion  of  reflation  in  their  two  economics 
therefore  is  the  key  to  defusing  our  own  problem  of  swelling  protectionist 
pressures 

Of  course,  one  might  ask  why  rely  so  heavily  on  differential  demand- 
management  policies^  Why  not  rely  on  a  differential  movement  of  exchange 
rates  instead,  via  either  appreciation  of  the  mark  and  yen  or  depreciation  of  the 
dollar^  The  answer  is  because  this  seems  to  be  the  way  the  adjustment  prcKess 
works  According  to  recent  studies  by  the  IMF  and  the  OECD.  such  adjustment 
of  trade  bahntcs  as  hxs  (xturred  among  industrial  (ountries  in  recent  years  has 
been  almost  entirely  due  to  differential  movements  of  real  domestic  demand. 
Although  nominal  exchange  rates  have  v*ried  considerably  since  1973.  their 
changes  hjve  been  confined  mainly  to  off  setting  — or  being  offset 
by  iKmiestu  uist  and  pme  inflation,  with  relatively  few  lasting  effects  on 
trade  Jiiiujnr  'Real'  exchange-rate  movements,  in  the  sense  of  sustained 
shitts  ui  relative  losi  prue  ptmtions,  have  been  comparatively  small.  This 
suggests  thjt  It  IS  best  to  fixus  directly  on  real  output  and  final  demand  in  each 
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economy,  rather  than  on  the  nominal  exchange  rates  of  currencies,  if  the 
ptttern  of  current-account  deficits  among  countries  is  to  be  genuinely  affected 
on  a  lasting  basis  And  that  pattern  must  be  affected  if  the  liberal  international 
economic  order  is  tocontinue  to  be  viable  in  present  circumstances. 
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The  Need  for  a  New  Export  Policy* 


StuteiiKMir  of  lion.  i\  Fivd  Bergsten,  Amisrant  Secretary  of  the  Treasury  for 

Ittt^rtiiulotial  AfTalrs 


Prcffdcnt  Carter  ani'^uncvd  a  new  export  policy  for  the  Caltcd  States  on 
Bepteiiitwr  20  for  two  ImisIc  rsftsoDs. 

First,  ImproTed  eiport  performance  Is  sd  iDtegral  component  of  our  oterttl 
effort  to  strengtiieo  and  stabilise  tbe  dollar  In  the  forelfn  markets.  The  PresldenI 
bas  personally  and  repeatedly  eipressed  bis  concern  about  tbe  dollar*  moot 
recently  before  the  Annual  Meeting  of  tbe  International  Monetary  Fund  and 
World  Bank  on  September  29.  A  major  cause  of  weakness  In  tbe  dollar  boa  been 
tbe  large  and  growing  deficit  In  our  trade  balance  and  current  account.  Hie  moat 
constnictlTe  way  to  deal  with  tboae  deficits  is  to  eipand  U.S.  eiports. 

It  Is  Important  to  note  that  recent  trends  in  tbe  trade  balance,  and  tbe  outlook, 
are  encouraging.  In  eacb  of  tbe  last  two  tbree-month  periods,  tbe  aTerage 
monthly  trade  deQsIt  declined  by  half  a  billion  dollars  from  tbe  preilous  three* 
month  period :  from  $3.1  billion  In  December  1977-rebruar7  1978  to  12.6  bliUon 
In  March-May  1078  to  12.1  billion  In  June-August  1078. 

For  neit  year,  the  current  account  deficit  should  continue  to  decline  as  a  re* 
suit  of  faster  growth  abroad,  somewhat  slower  growth  in  the  United  States,  and 
tbe  Increased  price  competltUeness  of  U.S.  goods.  We  belieTS  the  deficit  could 
decline  by  80-40  percent  In  19711.  Other  observers— such  as  the  IMP,  OECD  and 
Morgan  Quaranty^foresee  an  even  greater  reduction  in  the  deficit,  ranging  be* 
tween  50^7  percent 

KeTertbeless,  the  United  States  needs  to  take  new  export  initiatlTes.  We  need 
to  assure  that  recent  trends  are  continued.  We  need  progress  t>eyond  eten  the 
most  optimistic  numbers  euTlslged  for  3979.  And  w^  must  realise  that,  whate?er 
the  outcome  in  tbe  short  run,  U.S.  export  performance  must  ImproTe  slgniil- 
eantly  for  long-run  reasons. 

This  is  the  second  basic  reason  for  our  new  export  policy.  The  external  ec<^ 
nomle  position  of  the  United  States  is  undergoing  an  important  long-run,  struc- 
tural diange.  The  sharp  increase  in  our  dependence  on  imported  oil  and,  to  a 
lesfer  extent,  other  products,  means  that  the  share  of  Imports  in  our  ONP  baa 
risen  sharply.  There  must  therefore  be  a  concomlUnt  rise  in  the  share  of  exports 
In  our  ONP--wbere  eacb  single  percentage  point  now  means  over  |20  bllUoo« 
en  ough  to  completely  eliminate  our  cuirent  account  deficit  even  at  this  year's 
record  ISTel. 

Tbe  trade  deficit  was  a  long  time  in  tbe  making.  Correction  of  tbe  deficit  wilt 
take  time.  But  the  clear  message,  both  from  the  exchange  markets  and  from  oar 
trading  partners,  is  that  we  mnst  act  In  a  forcefal  and  decislTe  fkshion  to  do  so, 
Tbe  new  export  policy  la  an  Important  part  of  tbe  Administration's  reeponae^ 


Tbe  United  States  bas  simply  never  bad  to  emphaslae  exporta  as  much  as  otbee 
countries.  Most  U.S.  manufacturers  have  be*n  content  with  supplying  the  largo 
U.S.  market  and  have  never  really  focused  on  exporia  Our  growing  economic 
dependence  on  the  rest  of  the  world  now  dictates  that  we  become  more  attuned 
to  exports— Jast  as  we  must  learn  to  use  energy  more  eflkriently  and  Just  aa 
some  of  oar  major  trading  partners,  notably  Japan,  must  become  more  attuned 
to  Imporis.  Tbe  measures  announce  by  the  President  on  Tuesday  do  not  offer  a 
quick  fix.  for  tbe  simple  reason  that  they  addrees  a  long-term  structural  problem. 

Over  the  past  two  decad«>s.  JT.S.  exiioris  have  grown  at  only  half  the  rate  of 
other  Industrial  nations.  The  V.H.  hit  a  low  point  of  10.2  perc«>nt  in  1072,  and 
then  roH9  to  21  1  percent  In  1075.  Since  then,  our  export  ^sre  fell  again  to  18.9 
percent  the  lowest  since  mid*10T2. 

Our  compcticors,  by  contiast.  have  managed  a  real  export  growth  rate  (even 
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l2:Ml!2fdf^**r  export,  to  the  United  BUtee)  of  nearlj  4  pereent  per  year  ^nv% 

TST'*/'^  •everal  re«M>at  for  these  oerelopiDeDU.  Our  major  aarketa,  auch 
M  ^^auda  and  Latin  America,  bare  frown  mora  slowly  than  the  major  markets 

fl(>-W  billion.  Tbe  sobatanUal  appn^riaUoa  of  the  ddUr  in  1W5.  at  a  Uma 
jrJt!?-5Ii!  ^J*  ^•'^  ^^^^     other  coontriaa,  hampered  our 

K5ji^m^""A^*°*«»i°  !^  !r^l?i^  •    P«^«>*^>y  trade  baUnoe  about 

^10  bllUon,  A  number  of  adranced  derelopUif  couatriea  (ADOs),  prlmaHlj  la 
nat  Aaia,  hare  seised  a  alffniflcant  market  sbare  from  aU  IndustraUsed  countries. 
T22i^K*"***°fr        «^nff«     iAte  im-early  1978  mf%  distorUnf  ahort-rua 

f 'i.?^'*^  *°  ^""^  ^•^^  «P«*«<»  »n  dolla%.  But  our 
ojnHjatfd  national  Indifference  to  exports— both  In  the  private  aector  and  In  the 
UJJ.  OoTernment->bas  clearly  pUjed  a  role.  Such  Indilfirwce  la  now  implj  too 

iNcacASiNS  Kzrows 
A  better  export  performance  bj  the  United  States  would  spur  arowth  In  our 
r^.^n*^^  ^^'^W  help  stem  the  decUns  In  the 

I  mai^r  ^^i^"*'.*''.^        ^^^^  Inflation.  But  Increasing  our  exports  presents 
.      ^^^•"^ofe  to  business,  to  labor  and  to  the  U.S.  Gorernment.  It  requlrea 
atteu  Icm  to  nmnj  factors-lucludl  f  pn>ductlTltj,  price  compeUUVeni^^ 
trial  lonovatior  and  initlatlTe.  and  Government  poUdesT 

A  kej  dett...iinant  of  U.8.  competlTeneaa  abroad  la  the  productirltj  of  our 
domestic  economy.  ProductiTlty  Urgely  depends  on  new  InTMtment  In  the  last 
rJ\^^r  capital  per  wortier  has  been  rirtusHy  sugnant-resultlnf 

^       ^-  reduction  In  productivity  growth.  The  Administration's  tax  recom- 

S!IliVin^  T  m""        ^°'rr?.  •"^  designed  to  sUmulate  capital 

formation  and  national  productivity. 

Another  dHormlnant  of  U.S.  coinpetitivenesa  abroad  is  the  rate  of  Inflation. 
Excessive  Inflation  here,  particularly  by  com|»arison  with  Germany  and  Japau. 
baa  eroded  our  international  compeUUvene^  The  President's  anti-inflation  pro^^ 
gram  will  couiiist  of  a  broad  aet  of  measures  designed  to  bring  down  the  U.S. 

^^K'  ^*  measures  take  effect,  our  trade  position  will  Improve. 

Tbe  I  nlted  SUtes  baa  traditionaUy  enjoyed  a  comparative  advantage  in  high 
technoIoRy  exiH)rt8.  To  assure  that  this  advantage  Is  maintained,  we  have  estab* 
^  *if  '^"^  ^®  examine  both  pubUc  and  private  research  and  development 
slTortK.  Tlie  ta^k  fon-e  will  concentrate  inter  alia  on  regulatory  policies  that 
ailfle  U.S.  ioventlveneaa.  Ita  proposals  will  further  strengthen  our  economy  at 
home,  and  our  ability  to  meet  competition  from  abroad. 

We  are  also  Uking  imporUnt  international  initiatives  to  improve  U.S.  export 
performance.  Trade  reatdctions  imposed  by  other  countries  Inhibit  our  ability 
to  export.  Tariff,  and  especially  non-tariff,  barriers  restrict  our  ability  to  develop 
new  fort^lgn  markets  and  expand  existing  ones.  AVe  have  been  aggressively 
attnoking  these  harriers  through  the  Multilateral  Trade  Negotiating  <n  Geneva. 
We  ere  encouraged  by  the  progress  to  date;  the  intensity  of  tbt  ui>,otiaUona 
will  Increase  as  we  approach  the  December  15  deadline. 

Foreign  governments  have  Increased  the  flnancial  credlU  and  aubsidies  offered 
to  their  own  exporters,  sometimes  to  the  disadvanUge  of  U  S,  exporters.  We 
have  adUrciMi^  ^uubWiu  iii  lli*\*j  wAy*.  First,  we  have  ne^otintcd  an  Inter- 
national Arrangement  gon^ning  the  nse  of  government  financing  of  exports. 
Second,  in  the  Multilateral  Trade  Negotiations,  we  are  negotiating  an  Interna- 
tional code  to  restrict  the  use  of  government  subsidies  for  exports— to  assure 
that  U.S.  exporters  do  not  face  unfair  competition  Third,  if  foreign  government 
competition  in  the  area  of  export  financing  cannot  be  restrained,  we  will  match 
It  as  needed. 

U.S.  Government  regulations  have  also  had  a  ne^tlve  Impact  on  U.S.  export 
perfonnance.  In  order  to  achieve  a  varied  range  of  foreign  policy  objectives,  the 
U.S.  Government  has  restricted  thi»  sales  of  certain  items  to  particular  countriea. 
These  policies  have  not  only  reduci  d  salea  directly.  They  have  alao  had  a  chllXlng 
eflfect  on  other  potential  sales  of  i»:irestrirted  items. 

The  United  States  is  gaining  an  image  of  being  an  unreliable  supplier.  Foi*eign 
porchaaers,  evt^n  though  not  currently  restricted,  may  decide  to  buy  elaewhere 
for  fear  that  they  may  be  cut  off  In  the  future.  The  new  export  policy  seeks  to 
confine  the  nemtive  export  impact  of  other  policies  to  those  few  cases  where  vital 
Aatlonal  Interests  are  at  stake* 
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TIDS  OUTLOOK  rOt  THB  rCTl  BB 

All  tbm  efforti  art  Important  eltnif  nts  In  our  attempt  to  Incr^aaa  U.S.  exporta. 
But  they  are  not  aulSclent  in  tbemaelTvs.  America *•  export  priorltlea  muat  be 
chana^. 

In  the  courae  of  GoTemment  policy  maklnfr.  export  conaequencfa  are  frequently 
oiitiM|lKbed  by  otber  national  obJectiTea.  Bualneaa,  aa  well,  too  often  plAcea 
InHuOrfrent  priority  on  exporting.  Too  many  comr«inlea  do  not  belieTe  that 
exportini  la  wortb  tbe  effort 

International  economic  cbanirea  over  tbe  paat  year  bare  altered  the  funda- 
nienfnl  condltlona.  U.S.  bualneaamen  need  to  take  a  new  look  at  tbeae  chanted 
coihliriona. 

Mist,  chanirefl  In  tbe  ralue  of  the  dollar  In  relation  to  tbe  curreoclec  of  aome 
of  our  major  trading  partnera  have  drftmatlcally  enhanced  tbe  price  competHlre- 
novm  of  U.S.  Kooda.  U.S.  nianufjM  tur^m  who  may  not  hare  been  competltlre  a 
.re.ir  a«o  may  now  find  they  can  compete  quite  aucceeafuUy.  A  U.S.  manufactured 
Item  selllnf  for  tlOO  In  June  1977  coet  2S5  Oerman  marka  or  27.200  Japftneae  yen. 
Th«t  same  llOO  manufactured  Item  today  coata  only  IM  Oerman  marka  or 
l«.voo  Japanese  yen,  decUnea  of  16.6  percent  and  30.0  percent  resKcttv^ly.  TLu^ 
L  .S.  |>r«>4luc  ta  are  Mlrnmoantly  more  competltlre  In  Germany  and  Japan  aa  well 
aa  against  producta  of  thoae  countrlea  In  third  markets 

Sppiind.  the  wage  gap  between  U.S.  workers  and  workera  In  otber  countrlea 
baa  i»een  cloaing.  No  longi  r  la  it  cheaper  to  manufacture  many  producta  abroad 
and  Import  rhem  Into  tbe  I'nltcd  Statei^.  1  an  wag*  ratea  hare  Jumped  from 
M  i»ercent  of  the  U.S.  wage  In  1077  to  72  percent  In  Auguat  1078.  Wagea  in 
f;erm«ny  are  now  equal  to  or  higher  than  in  the  United  8tatea  for  sereral 
liiiliiHfrlea.  Thla  a  algnlflcant  factor  thnt  both  U.S.  and  foreign  flrraa  take  Into 
a<vonnt  when  they  c*onalder  whether  to  locate  a  new  plant  in  tbe  United  Statea 
or  al.road. 

Thhd.  we  are  doing  aometbing  rtght.  A  hundred  or  ao  IT.R  Orma  have  made 
major  Inroada  In  world  marketa.  The  share  of  exports  In  our  0\P  has  Increased 
alcDincnnriy  In  recent  yeara— rising  from  4.1  percent  In  1071  to  64  percent  In 
11>77.  nut  this  share  needs  to  rise  even  further:  every  perrf>ntage  point  will  add 
ovrr  ^20  bilMon  of  export  aales.  enough  to  completely  eliminate  our  current 
arc«nnt  delHt  even  at  the  peak  levels  of  1977  and  early  107R. 

Ir  h  Hear  that  the  U.S.  current  account  deHclt  H  too  large.  Rocent  exchange 
rate  w^1Ju'»tm«  nts  hnve  helped,  but  additional  public  and  private  roea<>tures  are 

Dfftled.  Those  measun^a  ahonUI  he  targeted  dirertiv  at  our  trade  problems  be 

thev  nil  imports,  excea^lve  inflation  In  the  United  States,  or  Inadequate  export 
growth.  The  new  export  po!lc»y  I;*  a  critical  element  In  thla  overall  strategy. 


Free  Tituu:  Vkjwi  s  Pkotectionism  :  Ax  Analysis  or  thb  Issur* 

( By  Raymond  Ahearn) 

I.  Iiitroduction      **^! 

II.  Thf  ihiiuH  from  iiUiTiiai umul  Trmh» ~  ^[l "  ^2 

IH.  guulltlrations  t(Mhe  Kne  Tnuie  UK'trino  Zi^ 
n.  ArKuiuwUs  fni  rnaet  tiouisiu  Zol 
V.  rumhisloa    I'llllIM'imir'm   242 

Frkb  Trauk  Vk.hsis  1*R()TK(  Tiunism:  An  Analvsih  of  the  Issues 

t.  introduction 

In  tho  aftormuth  of  the  OPEC  oil  price  increase  and  resultant  world- 
wide  recession,  lH)tli  of  wliich  helped  foster  high  levels  of  unemploy- 
luent  and  largt*  inihalames  in  world  payments,  free  trade  or  trade 
liberalization  i)olicies  lun  i*  Ixvn  eoinpronused  in  inaiiv  different  coun- 
tries  A  ivcent  International  Monetary  Fund  rei)ort  determined  that 
m  1})7(5,  despite  an  inciease  in  world  trade,  ii  largi^  number  of  coun- 
tries  and  a  gn^ixWv  propoition  of  world  trade  became  more  subject  to 
ivstnctive  |K>licies.*  This,  according  to  the  ivport,  related  especially 
to  an  incn»nsing  nunilHM-  of  non-tariff  barriei^s  to  imports,  which  were 
supported  to  a  gn-ater  extent  by  the  negotiation  of  export  restraint 
agreements.  In  the  words  of  a  leading  business  journal,  a  movement  to- 
wanl  'Vreening  rartelizatioir'  of  international  trade  is  taking  place. 
Although  tlieiv  is  no  real  way  of  (}uantifying  and  comparing  degrees 
of  lilM^ral  trade  vei-sus  protci tionist  |>olicies  in  specific  countries,  it 
is  evident  that  industricv^  in  most  industrialized  cotmtries  have  in- 
creasiHl  their  demands  for  protection  from  what  are  labeled  as  low- 
cost  and  job-destmy ing  imports. 

In  the  United  States,  the  Administration  is  committed  to  support- 
ing a  lil)eral  tnide  policy.  This  is  particularly  evident  by  a  commit- 
ment to  pursue  a  sul)stantial  liberalization  of  trade  through  the  multi- 
lateral trade  negotiations  presently  taking  place  in  Geneva.  At  the 
same  time  serious  problems  of  import  competition  are  being  experi- 
enced by  many  iTufustries  in  the  United  States.  Import -sensitive  in- 
dustries such  as  footwear,  television,  textiles,  steel,  and  sugar,  have  at- 
tempte<i  to  obtain  protection  from  foreign  competition.  In  arguing 
for  protection,  S{)okesmen  for  the  producers  ana  tlie  workers  often 

1)ut  forth  argtmients  which  challenge  a  lil)eral  trade  policy.  The  Intel- 
ectual  debate  for  each  of  the  import  problems  tends  to  be  cast  within 
the  classical  free-trade  protectionism  fran;ework — the  issues  of  which 

Mnternatloniil  Monetary  Pun<l.  Eichtnfire  Restrictions:  2Sth  Annual  Report,  pp.  4-5 
•tt.S.  Library  of  Conirrew.  Coni?rp89lonal  Research  Serrlw*.  trade  Tersiis  pro't^o- 
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»re  examined  below  in  dot  .1.  This  dobato,  which  raises  many  contro- 
versial ainl  unresolved  qtiestions,  has  jurreat  sipnificaiue  for  iinder- 
standiii^r  tin*  l)arkjrr()uiid  and  l)asis  for  almost  all  trado  poliry  issues. 
It  should  Im»  iMiii)liasiz*Ml  tliat  this  amilysis  dm^s  not  oiicompass  in  any 
detail  Ihv  broad  political  and  forcipi  issues  of  trade  policy  (e.g.  treat- 
ment of  Coiunui!ust  t ountrics,  trade  tMubargo,  and  pivferential  taritf 
tit»at  ment  of  developiii^^  countries) . 

This  analysis  is  iu)t  mtciulcil  as  a  criticpic  or  a  prediction  of  the  fu- 
tiiic  couisi*  of  r.S,  trade  policy.  Nor  is  it  dcsipicd  to  unilei>>tand  the 
trad(»  policy  formulation  process.  Kather  its  goals  is  to  shed  light  on 
why  th(^  free  trade-  i)rotectionism  contioveisy  persists  and  to  outline 
what  Issues  Hi'e  at  .'-take.  As  in  any  continuing  public  policy  contro- 
veisy,  ditfering  perspectives  with  regard  to  the  mle  of  varied  objec- 
tives ami  goals  of  societv  an*  fuiulainentallv  at  issue.  Different  eco- 
nomic and  MKMal  assumplions  and  facts  are  marshalled  by  free  trader 
and  protectionist  alike  to  support  theii*  argiinuMits,  In  tt*4*  s  of  objec- 
tives, the  frie  trath*  view  places  heavy  emphasis  on  the  goal  of  eco- 
nomic elliciency  and  reliance  on  the  market  mechanism  while  some  of 
the  moie  powei  ful  protectionist  arguments  stress  other  objectives  such 
as  job  se<  urity,  commmiity  ties,  status  ami  income  distribution.  Simply 
^iven  these  c(uitlictin;L:  eviiluat  ions  of  scn  ial  priorities,  it  is  understand- 
able whv  tlu*  controversy  has  persisted  throughout  the  history  of  the 
I'uited  States. 

II.  TIIK  UAINS  KKOM  I  NIT.K  NATION  Al.  TKADK 

Siiui>ly  stated,  international  traih*  (just  as  interregional  trade)  oc- 
curs because  mi  country  i?^  e<|nally  etlicient  in  tlu»  prodm^tion  of  every 
<*oiiiinodity.  Mach  country  has  ditlVrent  advantages  ( locat  ion.  <  limate, 
skilled  lalM)r,  capital,  tcihnological  snperiority  et*\)  that  allow  it  to 
product*  a  gi\en  |)roduct  at  less  rt*lat i vtM-ost  than  another  country  can. 
The  e-  s(»nc(^  of  compel  rat  ive  ad\  antage  dws  not  nH]uiiH»  each  country  to 
product*  every  'ti  in  which  it  can  product*  more  etliciiMitly  (in  an  ab- 
solute ser  (»)  than  another  country.  The  gain  rather  i<)ni<»s  from  con- 
cent rati  on  thos4^  a(  tivities  in  which  the  country  <'an  produce  a  given 
prmluct  at  a  unit  cost  whi(*h  is  K)wor  in  i*elative  t(^rms  (that  is,  com- 
pared to  th(^  cost  of  production  of  altt»rnativi^  px^ls  it  can  produce) 
than  is  the  case  in  otluM*  count rit»^  ( regions) .  Thus,  each  country  should 
concentrate  on  proc hieing  thos(>  goods  in  which  it  has  this so-eallcMl  com- 
part Ivt*  advimtair* .  and  iradc  ihvux  for  thosi*  produc  ts  in  which  another 
ctaiiitry  has  such  ad\antagt\  In  tlu^  end.  all  will  gain..  Proponents  of 
trade  liUu ali/.at ion  oi*  freer  trad(»  maintain  that  such  poli<\v  will  lead 
t»acli  country  to  obtain.  i:i\iMi  available  resourct's,  a  higher  level  of  con- 
sumption and  production  than  would  take  place  without  trade. ^ 

(^>nsumption  gains  aris(»  lK»caus(*  coiuummers  can  obtain  a  larger 
(|uaiitity  and  \  aricty  of  products  at  lower  prices."  Production  gains 

'  A  fiirmal  «*xplanatlon  may  bo  found  In  Sodersten,  Bo.  International  Economics,  p. 

^  Must  <»hs»  »viTs  nuiiiM  tin  tlmr  Impurt'^  hrliiir  urmt  hnirflts  to  Anifrlinn  i-onsinnors.  V»»t 
Horpi*  Individuals  and  groups  maintain  that  tho  nrPRuniod  lower  coat  of  Importft  la  not 
Ita'«H«Hl  on  lo  !h<»  fonsu.iH«r.  t»ut  inor«»ly  renidtK  In  higher  markups  and  profits  for  the  seller. 
(»nf  r«'<rMt  •MiiuniltttH'  print.  T  S.  ConirreMM,  Uouh^'.  Ways  and  Means  Suboonunltte^  on 
lnt(>rnati«Minl  Trndtv  l.lorary  of  ConvrreH-!  Stiidy  oi\  Imports  and  Consumer  Prlres.  p.  10. 
iirln>:  th»«  la«-k  at  sal Isfat'tnry  tiata.  calliHl  for  fnrther  stndy  by  a  committee  of  (^onKress 
or  the  Intrrnational  Trad«'  i'otumlHisIon  on  the  relatlounhlp  between  Imports  and  cooiumer 
prioes 
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arise  iM'canso  of  impiovoim.nt.s  ii,  (.tricioncv  ohtiiiiicd  Umoul'Ii  spiTml- 
wat ion.  Just  «s  importMut,  imports  pmviclc  n)inp..t itiv<.  piossuivs  on 
UHlu^trn's  wlucli  trnd  to  limit  pii,(.  incivnscs  (i.e.  limit  inMntion) 
and  cnoouiag,.  ^rn.at.T  productive,  ("tlicicncv  and  iunov.  ation.  Suln'om- 
pact  automohiU.  imports,  for  ("xuini)|(",  lu'lpcd  pn-ssuir  T.S.  produ.rrs 
into  huildiii^'snuillcr  cars. 

Tho  l)ottoiu  line  of  (he  five  Inidc  viewpoint  is  iviillv  lui  I'tiicicricv 
argument  for  the  optimal  allocation  of  resources  within  a  scH'iety 
Asauinin^'  that  tlio  cos(>  of  restrictions  are  si^niticant  (however  lucas- 
urecl)  the  question  arises  why  protectionism  in  the  form  of  irovern- 
inont4il  decisK.ns  and  pleas  l.y  various  ^r.-oups  within  societies  exists. 
llH'iv  ar."  two  .asic  exphiualions  of  (he  [)ro(ect ionist  phenomenon. 

1  he  tuvt  deals  with  MUiditicatious  to  the  free  trade  dfx'trine  which 
ten,  to  cou.proimse  or  make  l.'ss  clear  the  ^ains  from  international 
» •«;;-^«'«'<)'id  involves  aifruments  for  protectionism,  most  of  which 
entail  (litTcrent  ol)|ei(ives  of  various  indiviiliials  or  lmoups  within 
society.  * 

in.  grAi.iKK  ATioNs  ro  tmk  khki:  inun:  uoctkink 

\o  country  completely  adheres  to  the  free  trad.'  dwtrine.  Many 
contempoiary  fre,"  traders  have  rescrvat ions  ahout  the  free  trade  ideal, 
often  lH',ause  of  the  doctrine's  dependence  on  many  restrictive  and 
soiuewlittt  unrealistic  assumptions.  Some  of  the  assumptions  most  often 
held  up  for  attack  include  (1)  immobility  of  the  factors  of  production 
(laud,  InlMH',  capital)  aiuonj;  countries;  (2)  income  distribution  within 
couutnes;  and  (;{)  e<piilibriuni  exchange  rates.' 

I.  FfUtoi'  immohility  anwiu,  count mH.~-\)nv\\\^{\x^  development  of 
tlio  theory  of  comparative  advauta<re  in  the  l!)th  (Vntury,  trade  was 
laiTjely  limited  to  raw  materials  and  finished  ^r,M)ds,  and  the  amount 
of  capital,  lalxjr,  and  land  was  assumed  to  be  tixed  for  each  (.ountry 
in  toilay  s  world,  how,.ver,  a  j;reat  variety  of  j;oods  are  produced  and 
Muuiy  luteruiediate  parts  of  components  are  traded,  often  between 
parent  aiul  subsidiary  of  a  multinational  corporation  (IMNC)  More- 
over, Ijecaus,.  of  the  rapid  j;rowtli  in  transfers  of  capital,  skills,  and 
fee  luolojry  abroad,  p'uerally  by  MX(V,  it  can  no  lon^^-r  be  realisti- 
cally assumed  that  the  factors  of  production  of  individual  countries 
are  hxed. 

Miuiuuilly,  what  is  clear  from  these  changes  is  that  fjreater  factor 
mobihty  makes  perception  of  the  comparative  advantaj^es  of  various 
countries  less  clear  ami  more  diflicult  to  discern.  In  addition,  a  world 
of  rapid  transfer  of  capital  and  technology  is  likely  to  lead  to  more 
rapid  ('hanges  in  I  he  comparative  advantages  of  various  countries. 
Ibis  in  itself  potentially  could  >ause  displacements  of  specialization 
and  trading  patterns  more  rapiilly  and  with  increased  frequency. 

3.  Inrotnr  (I'lsfilfntt'ioii.  Through  international  specialization  in 
pHKhu'tion  and  trade,  production  of  exports  or  commodities  in  which 
a  country  has  a  comparative  advantage  expands,  while  production  of 
unpoits  or  (  (Hiimodilies  in  which  a  country  has  ji  comparative  advan- 
tage contra«ts.  This  leads  to  a  redistribution  of  national  income  with 
the  UH'oiiu's  of  those  factors  in  expiat  industries  expanding  while 
im-onu's  of  those  engaged  in  import -coiupet ing  industries  are  falling. 
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The  iinplinitioii  is  riear;  import -competing  industries  iiii^jht  be  better 
off  srokini;  to  mevriU  tmcU*  libi»ralization.  In  addition  to  tliOvSe  who 
tompett*  (liivttly  with  foreign  linns  fur  sales  in  the  home  market,  do- 
mestu-  linns  supplying  the  import-competing  lirms  with  raw  materials 
and  ooni|H)ne]its  may  also  teiul  to  support  restrictive  trade  policy 
l>ased  on  a  ueneption  of  their  own  orononiic  self-interest. 

*y.  Equilihrium  exchange  rates. — During  tlie  development  of  the 
elassiral  tvw  trade  moilel,  gold  formed  the  standard  of  value  on  wbich 
each  mitional  eurreney  was  hased.  As  a  result,  currencies  tended  to  be 
exchanged  at  **equilibrium"  rates,  i.e.  exchange  rates  which  are  likely 
to  reflect  the  true  intrinsic  currency  values  of  each  country.  With  the 
breakdown  of  the  gold  standard,  exchange  rate  detennination  became 
increasingly  subject  to  political  manipulation.  The  absence  of  a  mecha- 
nivsm  for  assuring  equilibrium  exchange  rates  severely  jeopardized  the 
case  for  free  trade  in  the  lUGO's  anil  continues  to  be  a  concern  today. 
Overvalued  currencies  (as  the  dollar  was  in  the  lUGO's)  discriminate 
unfairly  against  home  country  exports  and  tend  to  exacerbate  the  prob- 
lems of  im[)ort  lompetition.  (\)nvei*sely,  undervalued  currencies  (as 
the  Deutsch  Mark  was  iluring  the  llUiU's)  provide  a  huge  subsidy  to 
export  oriented  inilustries  ami  shield  import-competing  industries 
from  foreign  competition.  A  \vorld  monetary  system  which  produces 
eipiilibrium  exchange  rates,  thus,  is  crucial  to  the  free  trade  theory  of 
expanding  and  mutually  beneticial  trading  i*e!ationships.  Imbalanced 
exchange  rates,  on  the  other  haml,  teiul  to  distort  the  natural  lines  of 
comparative  ml  vantage. 

In  sunnnary,  the  above  ({ualitications  ami  reservations  to  the  classical 
assumptions  of  the  pure  theory  of  international  ti  ade  do  not  necessarily 
undermine  tin*  theory's  fnndanuMital  validity.  Most  of  the  assumptions 
can  be  nuulitied  ^^r  ijualifuHl  so  that  the  central  notion — that  there  are 
mutual  gains  from  internatioiuU  trade — is  still  valid.  But  in  practice 
the  mere  that  there  are  substantiiil  ({ualiflcations  weakens  the  \m- 
pact  and  (crtainty  of  the  gains  from  trade  and  trade  liberalization 
policies. 

IV.  ARGUMKNT8  FOR  PROTECTIONISM 

Kestricticais  on  trade,  such  as  tariifs  and  non-tariff  barriei*s,  tend  to 
eliminate  both  the  production  and  consumption  gains  from  trade.  One 
study  estimated  that  thesi*  costs  foi*  the  I'nited  States  reached  between 
$10  and  $1')  billion  annuallv.^  A  second  study  estiuuited  the  total  costs 
to  the  Tuiti  il  States  of  existing  taritl'  and  (piota  barriei*s  to  trade  to 
average  from  ^T.T)  billion  to  $10. T)  billion  p(*r  year.^  Although  there  are 
prnblenj^  with  the  \  alitlity  of  .my  estinuites  of  this  nature,  the  ques- 
tion arises,  given  the  signiticnnt  welfare  gains  from  five  trade,  why 
prote(»tionism,  in  the  form  of  governmental  decisions  and  pleas  by 
various  groii|)s  within  societies,  exists ^  Most  commonly,  the  arguments 
from  protect  ioMisiu  or  con versc^ly  the  rationale  for  departures  from  the 
free  trade  [)o>itioii  are  based  both  on  national  self-interest  and  also  the 
self  interest  of  vaiious  group  and  individuals  witliin  a  society. 

.L  ('innnjinfj  i  ('<>n(>fni(\f(irtor<  and  natipnal  self-interest 

A  country's  interest  ami  commitment  to  free  trade  may  vary  over 
time,  tlepending  on  a  variety  of  changing  factors.  Shifts  or  changes  in 

*  H»»rkrHt»ni,  V,  Kri^r  Tht'  (*oKt  of  Import  Kestrlotlona  to  American  Consumern.  p.  4. 

*  Magee,  Stephen  IV  Tbo  Welfare  KffectB  of  Kestrlctlons  on  U.S.  Trade,  p.  701. 
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balance  of  payments  oositions,  puiticulaily  merchandise  trade  bal- 
ances, terms  ot  trade,  doim.stic  economic  siliialion,  and  oilier  national 
WK'ittl  and  |M)li(i,-al  «)l.j(r(iv(.s  may  all  ndincncc  a«oini(rv  from  time  to 
tune  to  opix)^'  trade  Idx-rali/ation  ellorts  or  to  nitrease.  trade 
restrietuins.  ^ 

.J .  ^ •    •>  l>alana«  of  trade  deficit  often  tends  to  foster 
.?  n  I.'r.  r    ■  "r'^:  '•''^'n^-fion.s  ilesi^r,,,,!  to  cnt  expenditures 

I  nil  !  o  .      '\M'"*"''''  ^'xpo't  piOMiotion  cllorts.  The 

.  ....      I  "  -1^-'^  t'illion  traile  deficit  for  11)77,  is 

u  emiy  experien.n.^r  iK.tl,  pressures,  it  is  often  ar^nied  that  an  in- 
Kttse  in  trade  restnct,o„s  w.ll  reduce  the  value  of  nnports  and  im- 

o^.Vl,  ll        '    "  ^'V"'«''>'       '^tt^""'l)t  (o  promote  exports 

\\oulilal.soimi)r()vc  tlu' traile  balance 

On  the  import  sule  ,t  is  often  argued  that  several  factors  will  neijato 
he  n.temled  ellect.  1  he  hist  ami  most  dinrt  ecmntervailing  ertect  is 
a>bOciatet  with  the  i.ossibdity  of  retaliation  against  the  country  s  ex- 
ports Ad.l.tn.ual  lactor..  could  lead  to  a  reduction  in  the  country's 
txi)orts.  A  redurtion  m  nnports  would  lead  to  reduced  foreiirn  ox- 
ehy'  earnings  m  the  rest  of  the  world  and,  thus,  lessen  othe  "coun- 
cil ^  a  ,,!  ty  ti.  pay  U>v  imix.i  ts  by  causing  a  shortage  of  dollars  abroad 
ron.  I,,  ,  ,.,u,i  .s,,.,,,.  .V  .eduction  in  T.S.  imports,  under  an  interna 
lonul  n.oMetary  reg.u.e  of  llex.ble  exclmuge  nites,  nVouUI  tend  to  ead 
o  an  ai.i.renat.on  ot  the  dollar.  This  i„  turn  would  lead  to  increas^Id 
•l.-'iM.". ''1  mechanism  would  tend  to  un- 

t  .  r  <  ^'M^ort  promo- 

tion tiioics.  As  I  ..xports  are  promoteil  and  increase  in  value,  the 
d"  jar  cxehange  rate  wonl.l  tend  to  api.reciate  and  undermine  the  coni- 
pt.tmyeness  ot  I  >  exports.  It  is  thus  often  argued  that  policies  de- 
>  g  e.l  to  msure  flex.b.I.ty  in  foreign  exchange  rates  or  other  fiscal  and 
«  u  tary  pol.ncs  eon.  erued  with  balance  of  i.ayments  equilibrium  are 
nuuv^api.n.pr.ate  than  trade  restrictions  to  .-ure  a  balance  of  trade 

tAn^r'"  "!         •    ')  '"""''ti  v  luay  nnder  certain  conditions  In;  able 
to  in  pn.ve  Its  terms  of  (n.de  (basieally  obtain  more  units  of  imports 
lor  the  same  uuits  of  .-xports)  or  material  well-being  by  imposin«r  re- 
strictions on  Its  exnorts  or  imports  if  such  action  would  result  m  a 
decliMe  ot  the  pro.lu.  ts  it  buvs  from  abroad  or  a  rise  in  the  pri.-es 
ot  Its  exports,  .sulh.  ieut  uiuuf.i)oly  power  is  needed  for  such  a  policy 
f  lore,g;n  cuuntnes  do  not  retaliate,  sm-h  policies  would  tend  to  in'i- 
pime  the  erms  under  which  exports  ex.-hauge  for  imports  in  the  in- 
ti  rnational  mark.-tphuv.  and  hence  iuii)rovc  the  aggregate  level  of  real 
«l>"  ecom.u.y.  Cartels  aud  producer  asswiat  ious.  such  a '  oU 
ami  r<.ffee  iv..pect ively .  engage  iu  such  practices,  improving  member 
countries  terms  of  trade  111  the  process.  ^  "'unon 

A  subpart  of  this  argmucut  applies  to  the  Tnited  States'  alleged 
iiK.nopoly  power  in  th.'  developinenf  of  new  products.  While  these 
pro.lu,.(s  o  the  (  u.ted  States  are  still  m«w.  monopolistic  prices  can  be 
eharged.  it  ha.s  been  argued  that  such  gains  have  Immmi  umlermined 
m  recent  years  by  the  inrreastul  speed  au.l  raphlitv  with  which  multi- 
national corporations  transfer  terhnologv  nbroa.l."  Organizcl  labor  is 
ai.pivhens.ve  about  what  tins  technologv  means  for  I^^S.  emplov men? 
iindn-al^vages.'  Orga.u/.cd  labor  thus'^often  makes  argumentsVo  iS 

'  t'aoiH>r.  Uiohanl  .\.  Koouorulc  Assuuiptloas  of  the  CiHe  for  Liberal  Trade,  p.  28. 
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strict  terhnolo^y,  lupital,  and  t  ratio  Hows  in  an  effort  to  provont  this 
from  liap|nMiin^. 

I>i>m4'stu  iHNHNhii  nHufitlufiM,  A  country'^'  dorision  to  take  a 
iiuMv  proirctioiiist  j)()^itioIl  may  l)o  fausiul  l)y  iloinostir  oronomic  con- 
ilitions  partirulaily  inflation  ami  niuMnployiiiont.  Ili^h  inflation 
rates  tiMul  to  (U'tiM'  count  rit's  I'lom  raising  import  rest  notions^  since 
sm'li  l)arricrs  cut  hack  on  tlic  supi)ly  of  inii)orts  and  raise  domestic 
prices.  One  inti  i prdation  is  tlia*  many  countries  unilaterally  reduced 
unport  harriei's  in  74  hecanse  intlation  had  replaced  unemploy- 
inent  a>  tlie  mo>t  >ii5nilicant  economic  piohlcm.'  Camida  and  Australia, 
durmj;  this  pci  iod,  unilaterally  cut  tariffs  while  the  United  States  re- 
voked o\  >uspcudc(l  import  (|uota^  on  oil,  steeh  meat,  su^ar  and  cheese. 
Snnnlta!aM)Usly,  a  coiu'crn  with  domestic  iiiHation  often  leads  conn- 
tru»^  to  a[>ply  coiitiols  on  significant  exports  that  might  be  in  short 
supply  <lome>tically.  I  he  I'.S.  export  contrt)ls  on  soybeans  in  11)73  is 
u  nHH'iit  t»xample. 

In  a  situation  \vhen»  acouutiy  i>  <'\[)criencing  a  high  level  of  unein- 
ployuuMit.  count rii>  might  tiy  to  depreciate  tluMr  curivncies  (which 
\voul<l  uuike  iu»port>  nuuv  expensive),  increase  import  barriei's,  and 
|)romote  e\p(ui-  through  ^ul»ulies  eml  t)ther  activities.  lUranse  an  im- 
portant aNsUu»pti(ui  t)f'  the  i*ase  t'or  liberal  trade  is  the  full  employment 
of  a  country's  n^M)urct*>,  a  >it nation  of  persisting  unemployment  of 
ciucial  ivsourccs  pn)\  ide>  the  i  ircumst ances  uiuler  which  a  country 
nuiy  be  bctti  I'  oil'  to  cither  rt»^trict  impoits  or  subsidize  exports.-  The 
standaid  argumi'uts  for  not  erecting  tiade  rest ri<'t ions  when  unem- 
ploynuMit  per>iht>  are  (1)  that  unuToeconomic  tools  of  fiscal  and  mono- 
tai'V  policy  an*  more  i^tlicient  in  stiuudatiug  i'ggregate  employment 
and,         that  tradi*  ristrictiou>  uuiy  be  otl'set  by  foreign  ivtaliatiou. 

\(ttiuna!  (  r(nti>nii(\  sorln/,  a mf  political  ^>/>yVr///v\v.  -Hot h  import 
and  export  tradi'  nv-trid  ious  an*  also  imposiul  (or  reMU)ve<l)  from  time 
to  time  to  fnltill  ualional  economic  (UnelopmiMU  policies,  national  so- 
cial and  political  goaU  oi*  national  defiMis**  needs.  Pi'otection  for  "in- 
fant inilu>t rics".  until  that  industry  U'comes  iuternatioiudly  competi- 
tive; hca\y  tarills  or  prohibitions  on  poinography  or  drugs;  and  im- 
port  and  export  rest  rict  ions  on  \  arlous  kinds  of  militarv  hardware  are 
all  «»xamph's  of  tiade  ve-trictions  arising  because  of  natioiuil  economic, 
so<'iiib  or  political  objeciiMs.  'Plh»  exclusion  of  Communist  countries 
from  icceiviug  lv\|>ort  Imp<u1  liauk  (inaucMug;  the  tiade  embargo  of 
( 'uba  :  ant  il)o\ ct^tl  |Ut)vision^  in  the  I'lxport  .\(hninist  rat  ion  Act;  and 
tlu»  "linnnation  of  OPKC  countries  fioui  recMUving  pi'efei(»nt  iai  tariff 
t  rcntnaMit  ( ( iST  )  for  dcvi  loping  c(»unt  rie^  are  all  ex'unples  of  recent 
r.S.  action^  which  fit  t  hc^c  ratcgorit^s.  lOxamplcs  f  rom  ot  hei*  count  ries 
vimilai'lv  could  br  doctnui'Uted. 


*  n^Tk'^MMi  l"t«»|  IM  Inward  a  Worlil  'I  rmli'  Vk)\U  \,  TIu'  Mal<lvnlH'U(l  I'uimts,  pp.  97- 
t07 


W.    (iKul  I    Oi;    IM>I\ll>r\l     IN'IKKKS'I    AND   !MlO  rKri'IoN  ISM 


It  i^  fairlv  i  i-\  to  -cc  why  international  tiade  lea(b  souu*  indi\  idual 
produc(  !s  and  lal'or  groups  to  argue  for  increased  trade  restrictions, 
Most  commonly,  a  produicr  (u  lalwir  group  arguing  b)r  protei»tion 
takes  a  micro    as  opposed  to  a  nuu  ro  <M'onoiuic  view  of  the  gains  from 
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trade,  Krt>«  trad(>  versus  protectionism  ai7,'iiin('nts,  thus  often  cast  tho 
nthor  all-encompassing'  and  somewhat  Hhstnict  mitional  economic 
interest  ai^'ainst  the  dearly  detined  self-iiiteivst  of  American  workers 
and  producers  of  u  purticiihir  industry. 

The  ar^'unient.s,  liowcvcr.  often  enliiil  i)hih»sophical  assumptions 
which  fall  outside  the  H  ii\m  of  economic  objectives,  narrowly  delined. 
The  liU'iTil  (rude  a.-sumption  of  increased  consumption  and  i)roduc- 
tion  leading  to  satisfiicl ion  of  hunum  wants  confronts  ditfei-ent  objec- 
tives of  nmny  of  (host;  directly  alfcctetl  by  tratle.  Objectives  such  as  job 
sH'curity  and  sat  i> ftict  ion  from  perfornun'^^  a  particular  job,  connnunity 
tios,  and  per>omd  >(!ilus  nil  have  to  be  weifrhed  ajjainst  ilie  nuir|;?inal 
welfare  ^miiis  which  liberalized  trading  ivlationslui)s  sui)posetllv  fos- 
ter. In  cases  where  dillercnt  objectives  are  being  weigiied  and  cnisid- 
ored,  there  simply  is  no  scientific  method  for  tleoiding  how  to  rank 
social  priorities.  All  that  .an  W>,  done  is  to  describe  the  likelv  conse- 
(luences  ami  impli.utions  of  particular  arguments.  This  one  can  try  to 
do  by  oxandning  tlie  four  mo.st  connnon  argunu'uts  articulated  for  pro- 
tection an<I  the  mo-t  common  liberal  trade,  response.  It  becomes  clear 
from  an  evaluation  of  the  various  arguments  that  tlie  often  presented 
dichotomy  between  the  national  economic  interest  and  the  self-interest 
of  individual  groups  tends  to      an  ovci-simplification.  Any  action  to 
raise  or  lower  trade  barriers  nmy  help  prwhicei-s  and  workers  comiH't- 
mg  against  the  particular  imported  prwluct  by  increasing  donu'sfic 
piwluction  aiul  nrices.  Hut  often  times  the  United  States  exports  pmd- 
ucts  (particularly  raw  nuiterials  and  machinery)  to  the  foreign  i)i'o- 
dueer  of  the  import-competing  product.  U.S.  exi)orts  also  often  use 
imports  as  comimnents  of  a  final  product.  Thus,  any  trade  restrii-tion, 
just  as  any  etrort  to  ivduce  trade  barriei-s,  will  niost'direetly  help  sonu' 
gr«)ups  and  hurt  othei-s.  Kach  group  tries  to  define  its  interests  to  coin- 
chIo  with  the  national  ect^njudc  interest.  The  conHicting  claims  wluch 
result  and.  most  importan    ,\  the  tlitlering  objectives  and  priorities  of 
varied  groups  aiv  the  prinuiry  n'asons  why  th(>  iiln'ral  trade  vs.  pro- 
tectionism conti-oversy  persists. 

/.  l>mni.<f!i'  imirla  t  ^h<iri\-  -X  connnon  argument  for  protectionism 
relates  to  an  alleged  right  of  domestic  pnulucers  to  a  certain  percent- 
age share  ()f  the  done  stic  nuirket.  Recent  examples  include  suggestions 
that  foreiLMi  nnnor's  not  be  allowed  to  exceed  anywhere  fmni  10  to  50 
percent  of  the  domestic  market  for  a  given  product  or  industry.  This 
doine.xlic  nmrket  share  argunu<nt  often  has  national  security  or  other 
noneconomic  justilicat ions.  In  national  security  terms,  what  are  the 
politn-al  or  mditary  (•onse(|uences  of  allowing  complete  dependence  on 
foreign  prodiietioii  of  guns,  aircraft,  and  fuels  ^  The  answer  l)ecomes 
inuch  less  clear,  however,  in  evaluating  domestic  production  of  other 
ife^tns  ranging  from  automobiles  and  apparel  to  pencils  and  umbrellas. 

On  noiiecoiionii."  interpretation  of  the  donuviti  arket  share  view 

maintains  that  iiivoh  (>iiient  in  goods  producing  activities  (as  opposed 
toservu  es)  are  vital  to  the  standard  of  living  aiul  qualitv  of  life  in  the 
I  nited  States.  The  critKiue  is  that  "American  society  cannot  prosper 
in  the  long  inn;  if  the  national  economy  is  dominated  by  hamburger 
stamls,  motels,  import,  is,  international  ))anks.  without  the  broad  base 
of  industries  un.l  production."  •  In  strl  tly  economic  terms,  it  is  difti- 
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cult  to  soo  lu)\v  tho  (h»v<^lop!n(Mit  of  u  moro  sorvico  oriiMitod  economy 
would  inhil)it  irn>wtli.  vrt  it  is  for  tlir  soriolojjrist  to  unalyzo  what 
ottVrt  this  tvvui]  nu^rlit  hmc  on  tUr  (pmlit y  of  lifo.  Ilnv  apiin  it  should 
l>o  «MU|)luisi/iMl  that  tht^  in  tht»  jroods  produi'iu^  siM'tor  ran  lose 

from  lil)oral  \v\ulv  whilr  prodnnMs  of  s(M'\  ict^s  aiv  nioiv  unlikoly  to  lose 
simply  iHH'ausr  sorvicos  arr  not  trmliMl  intoruatioually.  On  tho  other 
haiuU  who  is  to  say  that  th»»  finality  of  ivlationships  fostered  by  in- 
tliistrial  ppodurtinii  is  not  tjualilativrly  ditftMH^ut  and  more  important 
than  those  of  t lie  ^rrvire-pHMhu  iuij  set'toi* i 

TUo  lilHM'al  tra<lr  rriticivni  of  the  donu^stie  u.ark(»t  share  argument 
is  that  if  ^MH'ator  std f-sutliriyiwy  in  all  products  is  uutlertaken,  the  sub- 
sequent iucrt'asrd  pn)du(  tion  o{  iMi|)ort  couipetinj^  floods  will  lead 
eventually  to  a  Irausfer  of  resources  away  from  the  export  sector,  A 
country,  unless  it  ;ri\es  its  ^«H)ds  away,  can  only  continue*  to  export  by 
contiuuiuf:  to  impoit.  K\jM)rts,  uuiuy  economists  \\\)\\U\  nuc'-^uin,  are 
the  costs  t»f  trade  wliiK-  imports  are  the  henetits.  In  otiu.  ^vords,  a 
coimtrys  welfare  is  determined  not  by  what  it  pnubices  but  rather  by 
what  it  co!isu!U(*s.' 

Fftir  tnuft  .  \  coriiinou  couuueut  oft(»n  expressed  is  that  a  par- 
t;cuhu  iuuividual  or  pi'oducer  is  not  ajrainst  international  trade  i)erse, 
but  tluit  it  nmst  be  fair  trade.  'Ww  allcfxation  is  ofteri  made  that  the 
tleck  is  stai^ked  a;:ainst  the  Vnited  States  Ix^'ausi*  forei^^n  countries 
either  pay  "slave  wa^^es  *  or  cn<:ae[e  in  unfair  tiadin^jf  practices  such  as 
dumping  atid  subsitlies.  Hoth  chare:es  are  distinct  and  deserve  sepa- 
late  tri'atment. 

Criticisms  of  the  low  s\x\\ik-  ami  low  frinjre  benefit  econor  ir  are 
often  put  forth  to  imply  that  the  Vnited  States  can  lose  by  trading 
with  such  countries.  I'he  piotcct ionist  attempt  is  to  equalize  tlh»  costs 
of  protluct  ion  U*t  w  ww  foreign  and  domestic  protbicers.  Such  an  equali- 
/atit)ii,  howi'\(M,  would  teml  to  undermine  the  basis  for  gains  from 
trath*. 

V\\i^  I  liberal  trade  critique  is  that  wage  rates  reflect  differences  in 
produc.ivity  bctwetMi  countries.  Such  productivity  differences  are  the 
essi^nce  of  the  iutei'nat ional  lUvision  of  labor.  U.^.  exiK)rters  are  able 
to  compete  with  foreign  pn)ducers  who  pay  lower  wages  because  of 
high  prcHluctivity.  Industries  in  the  United  States  which  generally  find 
that  lii^rh  wages  raise  their  cosfs  above  theii*  foreign  compt^titors  tend 
to  \h\  low  productivity  industries.  In  fact,  the  highest  wages  in  the 
United  States  :ire  generally  found  in  export  industries,  such  as  aero- 
space, electrical  machinery  and  machine  tools,  and  are  a  consequence 
of  high  product ivi  y  (output  per  nuin  hour).  U.S.  exports  generate 
nui(h  higher  wages  than  U.S.  import-competing  industries  because 
the  U.S.  ex|>orts  largely  high  productivity  and  specialized  products 
and  impoil<  low  produfl  in  ity  and  standardized  plod  nets.- 

Tlu*  liberal  trade  policy  prescription  is  to  reallocate  resources  from 
low  producti\  ity  to  high  productivity  industries,  a  prescription  which 
is  ini'ieasingly  ditlicidt  to  implement  in  times  of  high  unemployment. 
It  also  maintains  that  if  tin*  major  concern  is  actually  for  the  ^^in- 
bumair'  and  low  wage  conditions  of  foreign  workers,  increased 
and  iH)t  decreased  tradi*  will  lead  to  an  improvement  in  their  working 
conditions. 


'  KtMMl.  l^i\>n'iH  »»  W  Is  riiort*  nn  I'nfavorabN*  Hnlance  of  Trado?  p.  .1U7-402. 
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ERIC 


289 

^^^t  ^^^""H  viewpoint  has  much  more  difficulty  in  responding 
to  chiirps  of  „nfair  trading  practices  sticli  as  dunipfnfr  of  £>ods  iu 
tho  U.S  niarki^t  and  export  subsidies  fmm  forei^rn  ^rovTrniiicMits  Ac- 
corUiiiK  to  protec  t lomst  complaints,  thesi>  dcvcies  have  no  relevance  to 
the  liberal  trade  dcu'triiie.  (\>nditions  and  practices  in  the  real  world, 
It  IS  aliened,  haw  chan^rod  and  undennincd  the  validity  of  the  fi-ee- 
traue  d(H»triiie. 

There  arc  basically  three  liberal  trade  resi)oiises  to  the  increasinir 
ttlleKations  of  unfair  tradintr  practiees.  The  first  is  simply  that  thev 
should  ne^rutiateil  awav.  The  stM-ond  is  that  there  are  existing  anti- 
dunipnifr  and  eoiintervailin^j  statutes  whi(»h  aiv  ilesigned  to  remedy 
situations  where  (In inpint;  and  subsidies  are  U^in^^  used.  Protectionists, 
however,  often  indicate  that  reliance  on  existing  statutory  remedies 
and  (;iirrent  proeednres  is  time  consuininfr,  costRs  Ji»d  fjenerally  in- 
effective. V  ifjorous  and  atr;;ressive  imi)leinentation  of  existing  statutes 
dea  inp  witli  imfnir  trading  practices,  thus,  is  often  called  for.  The 
problem,  howeviT,  of  vigorous  enforeeinent  against  unfair  trading 
practices  IS  tliat  if  the  defensive  action  is  overlv  largCN  it  can  become 
a  protectionist  device  in  its  own  right.  The  pmbleni,  thus,  of  deter- 
mining whether  a  particuhir  ncti(ui  is  fair  or  unfair  is  matched  onlv 
by  the  difficulty  of  di^termining  wliether  a  reaction  is  purely  (lefensive 
and  justifiable  or  protectionist  in  nature. 

A  more  extreme  liberal  trade  vi'^wpoint  is  that  '-fair  competition'' 
IS  not  an  objci  t  ive  in  itself.  The  nurpose  of  international  trade  is  simply 
to  obtain  g(M)ds  uu  the  most  advantageous  terms.  If  foreign  goverif- 
meiits  elect  to  suhsidi/(»  l\S.  consumption.  th(M!  this  coniitrv  can  in- 
crease its  welfare  by  obtaining  imports  at  bargain  nrices.  lii  short,  to 
interfiM-c  lH»cnn>e  a  fonM-n  producer  has  a  cost  or  price  advantage  ( for 
whatcNiM'  n^nsons)  is  to  iirulcrmine  tlie  very  principK*  of  specialTzation 
and  trade.*  (Jnahticalion>  to  this  lais.^^/  faire  policv  involve  two  eir- 
cuipstances:  (I)  moiMipoIi/atioii  of  ilw  import  MiaVk(»t  bv  a  foreign 
concern  ami  (-J)  -itnaU(>n  in  which  doua^^tic  pioduccis  are  injured  by 
a  teinp(»i'arv  iiillnx  uf  iinpni  t^.- 

I  mparts  (tiuf  jtths^  Perhaps  the  iiuist  important  >iugh»  item  in  the 
protectionist  M^ntim-nt  in  thr  I'liitrd  States  roiicern>  the  (nu^stion  of 
jobs.  Man V  Animraiis.  inchidinir  many  journalists  and  editors,  hold 
the  \  i(»\v  t  liat  inipni  t>  aiv  had  and  t'xports  arc*  good.  |)riinnrily  lu^eause 
<>f  Jj^*;''\.i^»h  (|i^plM('iii:r  :nid  job-creating  cHccts.  ( ^ii'iviit  I  v. 'tin*  huge 
1977  bilhoii  iiaMvhandis(»  trade  deficit  contiihiites  to'tlu*  fi»-Iing 
that  import  cnmpciition  nm-t  he  limited  or  strongly  regulated  in  order 
to  pre>(M-\  (•  American  ji)l)s. 

(rreat  iiiteiv^t  i>  pre^.'ntl>  attaehed  to  quant  itativelv  useei-taining 
whether  I  \S.  i^xport-  civale  moiv  jobs  than  I'.S.  impoits  displaci-  '  In 
inakMig  estimates  ot'  thi>  sort,  nianv  arbitrai'v  assumptions  (e.g.  con- 
cerning (Joviw-nim  nt  policy,  priei^.  and  technological  relat ion'ships) 
have  t(i  br  made  and  \  ai  it)us  romplicritcMl  fa.  tors  which  affect  bcith  the 
net  export  en  at  ion  and  lu^t  impoii  creation  effects  c(msiden^l.  Forex- 
aniph\  on  the  v\\hu  \  miIc,  joh>  depend(>nt  on  the  impoit  content  of  ex- 
ports must  !k»  subtracTnt  from  t  he  j:!'oss  (MUphu  nient  ereation  effect  of 

J  JVfinor.  I.Han.l  M  ntul  rnt'n'k.  Oavl^l  (}.  Porolun  TrafJo  and  tVS.  rdlov.  p.  12r» 
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exports.  Similarly,  on  thr  import  .side,  exports  used  as  components  or 
inputs  in  imports  (e.^.  I'.S.  IratluM-  rxported  to  foicMjrii  slior  prodiir- 
in^Tountries)  ;  jobs  assoriatiMl  with  nonrompetitive  inip  )rts  (i,e,  those 
products  sm»h  as  jute,  hananas,  and  eushmen*  not  pinxlueed  domesti- 
eally);  jobs  dependmt  on  th(»  maiketin^,  transportation,  and  prm*- 
essinj;  of  imp«>rts;  and  jt)l>s  <'reat<Ml  by  adilitional  ('onsumi»r  exp(»ndi- 
tures  nnnle  availnbh*  by  cheaper  imports  all  sliould  bt^  subtracted  from 
the  jjross  import  displacenu»nt  ti^un», 

Estinuites  which  liavt*  Ihmmi  ma(b*  of  tlu»  net  employment  effect  have 
ranged  anywheiv  from  larj^c  nepitive  to  substantial  positive  figures 
forgiven  years.  K\cn  if  the>e  estinnit«»s  did  not  entail  many  arbitrary 
assumptions  ami  involve  unctMtain  and  complicated  relationships  for 
which  conlirminjr  data  nre  lacking':,  it  is  unclear  whether  any  policy 
implications  wouKl  rciulily  an«l  n«»ccssarily  follow. 

This  is  i)arti«'ularly  tru«»  becanst*  a  portion  of  the  net  import  dis- 
placena'Ut  estimates  u>ually  repr«»sents  jobs  that  would  1h*  pained  if 
imports  were  limited  as  w«»ll  as  jobs  that  are  lost.  The  jobs  paifud  or 
created  |^)ortion  assumes  that  donu^stic  resources  such  as  p(H)ph^  with 
the  re<|U!nMl  skills  cowUl  be  icallocated  to  produce  the  jjoods  domes- 
tically without  atbM'tir^M'xport  production. 

In  a  practical  scnst»,  of  t-ourse,  any  seri«)us  and  extensive  effort  to 
rcphicc  uuport^  with  tlomestic  prcMbiction  would  likely  lead  to  foreign 
retaliation  a^^ainst  I'.S.  (»xports.  The  job  (»onse(|uenccs  of  such  action 
are  often  cited  by  the  administ lat ion  in  emphasizing  that  1  out  of 
every  i>  mamifatt urine;  jobs  in  the  I'nited  States  produces  for  the 
export  ujarkct.*  There  is  alx)  the  Leontief  paradox  that  $1  million 
of  r.S.  ex|)ort>  exceeds  the  lalM)r  rc(piiremcnts  for  $1  million  of 
import coniiM^tin^r  industries.-  In  addition,  in  a  world  of  floating:  ox- 
change  rates  T.S.  exjvorts  wonid  also  teiul  to  suffer  as  a  result  of 
import  resti  ii't  i()u^  be<':nis(»  of  the  ten<lency  of  the  dollar  to  appreciate 
under  such  ccMulit icuts,  Most  geueially,  tlie  ultimate  free  trade  argu- 
ment is  that  t\\|)ort>  are  the  price  of  iniports  and  the  restriction  of 
one  part  of  foi*ei;rii  trade  is  bound  to  affect  the  other, 

Althou^di  estimates  of  various  job  creation  or  displacement  due  to 
trad(»ar<»  fraught  witli  uncertaiiUy,  varioiis  economet ric  studies  agree 
on  one  point  .  job  |o>m»s  caused  by  changes  in  domestic  demand  and 
lalxu-  pi(Hbh't  i\ ity  aiv  much  moie  signilicant  (ranging  frofu  six  to 
nine  times  more  impoitaut^  than  job  hisses  due  to  trade.*  Tlie  overall 
tinding  of  these  studies  is  that  the  nnignitude  of  job  losses  due  to  tnide 
is  not  sinr|n(i,.jiut.  Tbi<  i>  a  nia<  I'o-economic  point  of  view.  Xeverthe- 
le>>>\  the  impact  of  imports  nn  particular  industries  (usuallv  low- 
skilled  ami  labor  inlcn>iv(0  is  likely  to  1h»  (piite  serious,  inainly 
because  imiH)rt>  are  not  distributed  evenly  across  the  whole  manufac- 
turing seetoi". 

The  p.oiiu  i>  important  because  aggregate  im[)ort  displacement  data 
are  meauinglt^s^  to  thosi*  most  directly  affected.  A  steel,  television  or 
footwear  union,  for  <'\;un|>l(\  obviously  does  not  view  imports  from 
the  bi'oad  ptusprrtive  of  the  wholi*  economy.  They  are  concerned  with 
the  fate  of  theii*  own  jobs.  A  loss  of  a  pennanent  job  often  entails  loss 

'  HrruHfi'n.  r  rrcd  ShonI<!  C  S,  Curb  nnportH?n.  2r>. 
rM'*nc^*"    **«»^»»'rt   K    INtcrmlnantH  of  tlw  ComniotlUy  Rtnicturo  of  VS.  Trade,  p. 
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of  s«*iuority,  health  iK'tu  fits,  and  pension  ri^jhts.  As  one  oonmjcntator 
has  stated,  a  joh  loss  of  lo.iXW)  ean  niin  a  union  and  twelve  plant  elos- 
mjrscan  huiy  an  indiL^tiy.'  Who  i>  to  say,  in  the  final  analysis,  that 
the  workers  vuliies  of  e.onoiiiic  sennit  v  and  stahilitv  siionld  not  be 
acconhHi  a  hi^jfher  priority  hy  society  than  the  supposed  liiirher  welfare 
puns  asscvnited  with  increased  traded  In  practice,  the  liU'ral  trade 
ivsponso  is  to  ad\(Kate  a  projrrani  of  adjustment  assistance  to  help 
nnport-nnpacted  firms  and  workers  adjust  to  ini|K)rt  coniiM'tition,  or 
to  devise  solutions  which  slow  down  or  UKnlerate  the  speed  and  rapid- 
ity with  winch  joh-displaceiuents  caused  hy  international  trade  (K-eur. 
In  this  context,  it  is  iiicrcasin<rly  ar<:ued  that  the  acceleration  of  com- 
petitive pressures  is  in  no  snnill  measure  fostered  hv  the  increasingly 
important  role  which  multi-national  corporations  i>lav  in  transferiinir 
both  capital  and  tcchnolo^'y  ahroad.  ' 

lFo>ri<jn  direct  'ninshiu  nt  and  jobs.-  \n  addition  to  the  potential 
displacement  effects  of  imports,  U.S.  multiuatioual  Hrms  which  trans- 
fer production  facdities  abroad  also  displace  American  jobs.  Very  few- 
dispute  tlw  fact  that  when  a  F.S.  firm  closes  down  a  plant  and  relo- 
cates abroad,  I  .S.  jobs  are  lost.  The  controvorsv,  however,  is  whether 
movements  of  capital,  technolo^'y  and  even  licensiiijr  airreements  re- 
sults 111  a  net  rcdiK  tion  of  F.S.  einplovnieiit  opportunities.  The  reason 
the  net  impact  is  in  doubt  results  from  the  fact  that  I'.S.  foreiLm  dim-t 
mvestment  can  have  lH)th  positive  and  neyativo  effects  on  jobs. 

In  caleidatino;  the  iict  eflVct  of  foi-ei^rn  direct  investment  oil  U.S. 
emplovinent,  three  relationships  have  to  Iw  examined— two  of  which 
contribute  positively  (increase)  U.S.  emplovinent  and  one  which  dis- 
places (decreases)  U.S.  employment.  Ktl'ects  which  increase  employ- 
ment include  the  followii.jr;  (1)  r.S.  eiiii.lovnient  created  in  the  pro- 
duction of  I  .S.  exports  which  could  not  liaye  occurred  if  US  linns 
weiv  not  operatiii;;  abroad  and  {'!)  U.S.  eiiiplovmeiit  created  of  a 
iiiaiia^renai  s,.,  vic,.  nature  solely  to  carry  out  the  firm's  operations 
abroad  I  he  job  disnlaciii^'  lelutiousliip  entails  an  estimate  of  what 
would  have  occurred  m  the  United  States  if  the  production  of  their 
foreijrii  afhliat(<s  (ould  have  been  carried  out  in  the  Cuited  States.- 

Ihe  niajor  problem  in  ascertainiiif;  nuifrnit tides  for  the  major  ivla- 
tioiiships  lies  in  trying'  to  answer  various  hypothetical  questions: 

\\  hat  \V()uld  have  happe  |  if  U.S.  miiltinationnls  had  not  invested 

abroaiH  Would  U.S.  firms  have  retained  foreitru  market  shares  while 
coiitinuin^r  to  supply  if  from  U.S.  niaiits.  or  would  markets  have  l)een 
last  to  forcijrn  producers  had  the  forei^'ii  investment  not  been  made? 
One  study,  wlucli  made  a  variety  of  -ivasonable"  but  unsubstantiated 
assumptions  abou^  each  of  the  etfects,  found  it  was  possible  to  derive 
estimates  lan^riiiAr  from  a  net  creation  of  24(),()0()  jobs  to  a  net  loss  of 
(K)(J,()(K)  jol>s.  Th(>  >tudy  (onclu(h>(l  that  -MimMpiivtH-al  statements  as  to 
the  impact  of  mult inat ioniil  corporation  operations  on  domestic  eni- 
plovmcnt  must  b(>  rejected,  as  they  are,  perforce,  built  on  hidden  or 
iiiiliidd<'n  .•is-uinpt  ions."  ' 

The  (pie>tioii,  thus,  of  u  lief  her  UH»re  jobs  arc  created  or  destroyed  by 
foiviirii  direct  iiivotment  is  not  easdy  answered.  More  evidence  exists, 

<  KoMH,  Irvln  s  UlxirN  IM>t  Push  fo  rroti-ctlonlsiii,  p.  95. 
Ki-tl'-w  iV's'l'l'''''''  MiilllMHt  .11  l-lrni  ■  .\  M..IIi,Mlo!<n(lcal 
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however,  on  the  (M  t  upational  coverage  (i.e.,  whether  the  jobs  destroyed 
or  cmUed  are  similar  or  ditTerent).  Most  generally,  the  job-displacing 
effect  will  fall  predominantly  on  lK)th  skilled  and  semi-skilled  pro- 
(hu  tion  workers,  while,  tiu»  job  creation  effects  will  bi^netit  managerial^ 
elerind  and  other  professions  (e.g.,  advertising,  law). 

Are  these  t  iianges  on  balanei*  g(K)d  or  bad  i  Ilei-e  again  it  depends  on 
the  viewpoint  taken,  impacts  analysed,  and  the  arguments  utilized  or 
Ignored,  If  tlu»  concern  is  for  theVcononiy  as  a  wnole,  the  argument 
lor  free  How  of  capital  abroad  is  similar  to  the  e<*onomic  reasoning 
tliat  makes  the  case  for  free  trade.  If  capital  resources  move  where 
they  are  emi)loyed  most  productively,  then  such  invt'stment  improves 
the  allocation  of  the  world's  resources  and  represents  a  long-run  bene- 
fit to  the  I  nited  States.  If  capital  enn)loyed  abroad  makes  a  better 
return  than  capital  employed  at  home,  its  employment  abroad  makes 
for  a  bigger  domestic  national  income.*  Concentration  of  resources 
where  they  will  relatively  more  productive  is  the  central  notion  be- 
iiind  compaiutive  advantage — which  in  theory  leads  to  higher  U.S. 
production  and  consumption. 

Yes,  the  sane  theory  which  holds  that  the  whole  economy  may  bene- 
fit again  atlmits  that  labor  may  adversely  affected  if  capital  is  di- 
vertctl  from  domestic  to  foreign  investment.  One  study  argued  that  to 
the  extent  that  donu\stic  capital  fornuition  is  displaced  by  foreign  in- 
ve^tment,  the  le\el  of  inconie  originating  in  the  U.S.  as  well  as  labor^s 
share  in  national  income  will  bt^  reduced.^ 

'I'here  are  other  reasons  why  lalK)r  groups  view  the  growth  of  foreign 
direct  invistment  aiul  the  transfer  of  technology  by  multinational 
corporations  with  great  alarm.  Most  fundamentally,  job  .security  and 
l)argaining  power  may  Ik*  affected  by  those  developments.  With  capi- 
tal, mamigeiuent,  and  technological  extremely  mobile  across  border, 
sharp  changes  in  trade  can  occur,  often  disphu^ing  workers  and  par- 
ticular lines  o^'  i)r()duction  with  inci  eased  rapidity.  If  capital  and  tech- 
nology were  not  fiee  to  go  abroad,  it  is  likely  that  iT.S.  |)roducer.s  would 
have  to  pro<lu(H*  solely  for  the  internal  market.  This  would  tend 
to  unpi'ove  the  job  sccui  ity  of  the  U.S.  production  workers  in  affected 
industries.  I'he  bargaining  powtM-  of  lal)or  groups  would  also  be 
strengthened  if  the  T.S.  firm  could  not  threaten  foreign  expansion  as 
a  wedge  against  lal>or  tlenunuls.^ 

It  is  cleai-  from  theje  ob^ei  vat  ions  that  it  is  .strongly  within  the  in- 
terest of  cei  taiii  hdK)r  giouns  and  producers  to  support  stronger  regu- 
lation of  both  imports  ami  exports  of  technology  and  ('apital.  Such 
dcman<ls  for  pi'ott^ct ion,  however,  luise  fundamental  challenges  to  the 
liheral  world  ecoiioiuy  which  U.S.  ti-ade  policy  has  attempted  to  foster. 

V.  t  ONCLI  SIONS 

The  i)oIicv  i>sues  surioimding  the  fret*  trade  vs.  pi*ote(*tionism  con- 
troxtMsy  invcUe  tradc-otfs.  There  aie  economic  gains  to  realized 
from  a  lilnMal  woi  hl  tiading  economy.  There  ixw  also  umleniable  costs 
of  adjiistmeiit  associated  with  tiade  libeinlizat ion,  and  changing  in- 
ternatioiuil  in'onomic  competitive  conditions,  most  of  which  fall  on 


^  Y«»«»f*»r  ami  I  norck.  Op  clt..  p.  177. 

"  MiiHKrtivr.  et'>:v:y  H.  IHrrct  InvrRtniont  Aliroad  and  the  Multinational  KfTocts  on  the 
Tiilfml  Stat«w  Kronomy,  p.  XIX. 

^  IIn»:h»'H,  Ilrlrii.  I'M.  I'roNporfs  for  CartiuTnlilp  ;  Iiidiistriallaatlori  niul  Tra<U»  Policies  In 
the  lUTO'ii.  p.  Oa. 


ERLC 


243 


individual  workers  and  producers  displaced  by  increased  trade  and 
mvestiiH^nt  I  ho  probliMii  most  ini|H)rtantly  is  tluit  the  h)sers  do  not 
(^iiipn.sc  the  same  group  us  the  gainors;  thus  therr  is  a  hasi(»  confiict 
of  interest  betwoon  groups  in  any  i>ohcy  docMsioa  to  oithi^r  raise  or 
lower  trade  burners. 

The  fact  tliat  thoro  n\v  guiiiers  aiui  losei^^  in  any  doc  ision  to  exi)and 
or  restrict  trmh*  is  not  now.  Jobs  hav  Uhmi  dostroyod,  particular  prod- 
uct hues  undcrsoUl,  ur  particular  skills  and  training  made  obsolete  by 
increased  intornatiDnul  trade  and  investment  for  many  years.  What 
apiH'Hi>j  to  bv  WW  IS  the  iiuii  kcned  pace  of  these  ilisphiceiiuMit.s  in  recent 
years  No  our  fac  tor  is  primarily  ri^si)onsible  for  this  acceleration.  Sig« 
luhcanlly  lovvn-  Icvols  of  growth  both  in  foreign  and  U.S.  markets, 
incivasmg  lends  of  foivifrn  direct  mvc^stnuMit,  trade  liberalization,  and 
mcrt;a.sing  supply  tapahilitit^s  of  other  countries  often  fostered  by 
sul)sidies  and  aggivssive  i)rieing  tactics  are  sonic  of  the  i)rimary  rea- 
sons the  impact  of  imports  of  tlie  U.S.  economy  has  L)ecome  an  issue 
of  great  Intercast. 

The  rc•spnnsc^  by  the  l  iiitc^d  Staters  to  particMilar  probleuus  faced  by 
iiuport-impactea  lnclust^ic^s  has  l)eeM  a  mixture  of  both  five-trado  and 
l>rotectionist  i)oliries.  l  .S.  traclc>  policy  has  (U)nsistentlv  rc^atfirmed  that 
a  lilHM-al  worldwide  trading  nc»t\vork  is  iicrc»ssarv  for  i)roviding  maxi- 
uuim  eronnmie  welMnMnj:  to  its  c  itizens  in  t'le  long  run,  and  that  a 
pohry  of  completely  limiting  international  trade  and  investment  in  an 
effort  to  avoid  losses  to  individual  groups  in  the  long  run  would  be 
countcM'-pHKliK'tive.  Vc*t  Imsie  human  valius  recpiire  that  those  work- 
ei>i  and  prodiicrrs  with  obsolete  skills  or  non>cN)iupetit ive  products  be 
cM)mi)ensatcMl  for  their  lossc*s  or  allowed  time  to  adjust  to  the  new  eco- 
nomic environment  over  a  pcMMmlof  time. 

In  suniiuaiy,  the  free  trade-proteetionisin  debate  illuminates  why 
trade  poliry  in  the  United  Statcvs  ovim*  the  years  has  reflc^cted  both  ele- 
ments of  liberal  trade  and  protect ionlsui/Most  all  trade  policy  deci- 
sums  must  take  into  eonsichM iition  thesi*  opposing  philosophies,  Spe- 
eitirally,  tht»  reputed  welfare  irains  of  Uhvvnl  trade  which  accrue  to  the 
nation  as  a  whole  must  be  weighed  a*:ainst.  the  lossc»s  incurred  by  par- 
tieular  lirms  and  workers.  This  oftiMi  entails  the  verv  diflicult  task  of 
coniparmir  aiul  attempt iii^T  to  rank  ditferent  soeial  priorities, 

Uuderlyiuo:  the  free  trade  pioteetionisni  poliry  dilemma  are  nmny 
unresolved  and  diflieult  t|uc\stions.  Are  the  qualifications  to  the  free 
trade  doctrine  sunieieiilly  great  so  as  to  invalidate  its  major  recom- 
mendatioii>f^  Dots  th*^  iiirreasing  ^rrowth  of  U.S.  eapital  and  tech- 
nology flows  undermine  traditional  tradi*  tlu^ory^  I)cm\s  the  continued 
growth  of  inij>ort  sensitive  industri(\<  asking  for  protc^rtion  indicate 
a  tlecdine  in  the  eompc^titive  position  of  the  United  States?  Should  in- 
creased world  and  uatioual  widfare  ^ains  U*  gi\en  higher  priority 
<han  thi'  valuer  of  eeonomif  si>eurity  and  stability  for  particular  work- 
•Msand  produet'rs^'  .Vre  there  etTei^tive  and  feasible  wavs  to  coni|KMisate 
tlie  los*»rs  from  expiindinir  trade  so  that  ev(M-yone  gains?  Are  full- 
emploviuent.  a  H^rt>wing  worhl  economy.  low  levels  of  inflation,  eqiii- 
lihrium  exehaugc  ratrs.  and  (dfectivi*  adjustment  assistance*  programs 
the  neeeysary  conditions  for  an  opcMi  and  coiiqx^titive  world  economy? 
There  an»  no  <ifriph|  answer^  to  any  of  thesi*  qut^stions.  yet  their  in- 
terpretations hy  various  trroups  will  be  fundanKMita-  .o  the  resolution 
of  trach*  poliey  issmvs  in  the*  future. 
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1.  INTRODUCTION 

In  1977,  the  U.S.  tnuh*  baliuuv  uas  in  doficit  by  $26.6  billion,  com- 
pared witli  a  dofirit  of  )^\\)  billion  in  1976.  The  deficit  is  expected  to  be 
slii^btly  higher  this  v^^ar  before  declining  in  1979.  The  large  deficits 
are  a  result  of  ra[)idly  increasing  impjorts  accompanied  by  a  poor  ex- 
|x>rt  j^^erforniam  e.  The  value  of  I^S.  imports  increased  by  22  percent 
\\\  19h  (volume  iu(*n»aHed  by  13  percent),  while  exports  mcreascd  by 
onlv  5  percent  ( I  iM»rcent  in  volume). 

All  major  eategories  of  U.S.  exi)orts  have  experienced  relatively 
.slow  growth.  Agricultural  ex|)orts,  which  grew  rapidly  in  the  early 
1970s  and  now  account  for  over  20  percent  of  the  U.S.  total,  increased 
by  only  5  iMMviMit  in  vahie  in  1977.  This  slowdown  was  primarily  due 
to  improved  harvests  abroad  and  a  general  decline  in  prices  paid  for 
U.S.  grains. 

Non-agricultural  exnoots  rose  by  5  percent  in  1977,  mostly  because 
of  higher  prices.  (Volume  actually  declined  by  1  percent.)  Typical 
of  the  trend  iu  non-agricndtural  exports  is  the  export  [)erformance  of 
eapital  goods  (surh  as  machinery,  aircraft  and  otner  transport  equip- 
ment ),jYhich  account  for  about  one-third  of  all  U.S.  exi)orts.  In  1976 
and  1!)77,  i-apitiU  gomls  exports  experienced  no  real  growth.  A  drop  in 
the  foreign  sales  of  civilian  aircraft  was  a  primary  cause  for  this  poor 
pcrfonuaiu  e.  Other  nuijor  categories  of  U.S.  exports — industrial  sup- 
plies, consmuer  g(K)(ls  and  automotive  products — increased  slowly  m 
1977. 

The  iiu  reasi*  in  the  overall  U.S.  trade  deficit  reflected  a  deterioration 
iu  the  bilateral  trade  balance  with  all  major  world  areas.  While  1977 
exports  to  OPKC  countries  grew  sul)stantmlly,  they  did  not  keep  pace 
witfi  imports  from  (hose  countries.  In  trade  with  the  largest  U.S.  trade 
partiuM^ Cauiiiln,  Japan  ami  AV(»stern  Europe — imports  also  grew 
faster  than  exports.  Most  observers  attribute  the  poor  i^erformance  of 
r.S.  exports  primarily  to  tlu»  slow  economic  growth  and  depressed 
denunul  in  tlu^  e<onomies  of  nuijor  U.S.  trade  partners.  During  1977, 
r.S.  industrial  production  expanded  nH)re  than  twice  as  rapidly  as  the 
average  incn»ase  in  other  nuijor  W(*stern  industrial  countries.  As  the 

♦r  S.  Uhniry  t)f  rongrosa.  ConereHslonal  Hoicarch  Service.  Incentives  and  dlBlncenUveH 
for  r.8.  cxporierH  (by J  (Jevrice  1).  IloUhlny.  (Washington]  1078.  48  p.  Report  no.  78-201E. 
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differential  botvvvon  p:mwth  in  tho  United  States  and  the  rest  of  the 
world  narrows,  the  F.S.  trade  balance  is  expected  to  improve 

IJespite  the  cxiMM  t,.,!  improvement  in  the  U.S.  export  performance, 
there  IH  eon.'ern  about  tho  al)ility  ot  U.S.  businesso.s  to  expand  exports 
lapidlv  enoii^rU  to  pay  f„r  the  country's  h.n,;-tenn  import  needs.  Con- 
smerahle  attention  has  Uvn  f(Kiised  on  the  various  incentives  and  dis- 
nieentives  for  l  .S.  exporters.  Some  observers  maintain  that  the  gen- 
eral domestic  and  international  economic  environment  in  which  US 
busmess  operates  is  not  conduci\  e  to  an  expansion  of  exi)ort8.  Moro- 
over  critic^  of  I  .S.  (loverniuent  policv  in  this  ami  freqnently  main- 
tain that  l-.S  export  promotion  pro;;rams  are  inetfective  and  that 
niany  laws  ami  refr„latioiis  have  the  effect  of  disincentives  to  export, 
niese  view.s  aiv  not  shared  by  some  economists,  businessmen  and  pol- 
icymakers. 1  he  latter  eiupliMsize  the  temporary  nature  of  poor  US. 
export  pcufonnance.  They  frecpientiv  maintaiii  that  the  flexibl-  ex- 
eliange  rate  re^jinie  under  which  the  United  States  and  its  major  trade 
partners  operate  will  provide  an  automatic  adjustment  to  the  country's 
balance  of  trade  problems. 

The  followiufr  is  an  overview  of  the  various  incentives  and  disin- 
centives for  T  S.  exportei-s.  Conditions  in  the  ^^eueI•al  economic  envi- 
ronment and  those  policies  of  foreifrn  ^rovernments  which  affect  the 
abilif  V  of  U..S.  businesses  to  export  are  discussed  in  Section  II.  The 
focns  of  this  pajH'r  is  on  U.S.  (ioverninent  laws,  administrative  remi- 
lations  and  policies  which  have  a  significant  effect  on  U.S.  exports. 
Sections  III  and  IV  provide  des<'riptions  of  thes<.  elements  of  US 
export  policy  and  un  analysis  of  theii- effects  on  U.S.  exports.  Section  V 
provi(h«s  a  discussion  of  the  (^artor  Administrations  pro^jrani,  an- 
nounced in  SeptcMilHM-  1!)7S,  to  iinpiov.  the  (Tovernment's  export  pro- 
motion efforts  and  to  remove  some  of  the  (lovernment-imposed  barriei-s 
to  exporters. 

II.  OKNKKAl,  KiONOMIC  KN  VIKON'MKNT  VOR  V.S.  KXI'OUTKRS 

In  l!)7<;.  the  United  States  ex|H)ifod  approximately  O.fi  i>eicent  of 
Its  jrn,ss  uationnl  product.  This  coini)ares  with  over  20  percent  for 
West  (Jermany,  tli,.  rnifed  Kinjjdom  and  Canada  and  alxmt  45  per- 
mit for  the  Neflierliiiids.  The  primary  reasons  for  the  relatively  small 
U.S.  export  (JNP  ratio  are  evideMt!  The  United  States  is  a  large 
country,  well-endowed  with  natural  resources  and  a  large,  prosperous 
population  which  provides  the  largest  single  market  for  goods  and 
services  in  the  world.  It  also  occupiesa  soMiewhat  insular  position  with 
respeet  to  the  world  economy.  It  is  geo«rraphicnlly  remote  from  the 
major  potential  markets  in  Kurope  and  .Vsia,  and  transportation  costs 
for  its  exports  are  lelativelv  high.  Thus,  geography  alone  has  tradi- 
tionally served  as  a  major  disincentive  for  U.S.  exporters. 

Traditionally,  U.S.  prtxliicers  have  profited  by  concentrating  on 
iiieetings  the  needs  of  doniest  ic  consumers.  For  most  businesses,  success 
has  been  assuird  by  designing  i)ro(hicts  which  satisfy  the  tastes  of 
U.S. consumer-  and  orient ing  corporate  strategies  to  meet  the  special 
n'()iiircments  of  the  dome-tic  market.  There  has  l>oen  little  inducement 
to  study  th(>  needs  of  foreign  consniuei's  or  teclinifpics  for  penetrating 
foreign  markets.  The  ri  ks,  uncertainties  and  co.sts  of  selling  in  foreign 
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markets  have  far  outweighed  the  benefits  of  exporting.  Many  U.S. 
husine-8in»n  has  no  training,  ex|>erience  or  inclination  to  export. 

Small-  and  nnuliiim  si/.ctl  I'.S.  tiiins  hnvi*  ^pc^cial  piohlcMns  in  ex- 
porting. Travel  expense's,  foreign  market  surveys,  changes  in  prf>duct 
ilesigns  and  packaging,  pmvision  of  after-sales  servicing  and  other 
start -up  t'osis  can  Ih»  snhstantiaK  To  penetrate  a  foreign  market,  a 
lirm  nuiy  hiwo  to  foirgo  pmlits  in  the  short  run.  Manv  small  firms 
are  unahl.t»  to  ahsori)  the  stait-up  costs  of  exporting,  'fhis  is  one  of 
the  majt)r  reasons  why  only  a  suuill  percentage  of  lJ,S.  firms  export  : 
the  Commerce  Hcpartmcnt  has  estimated  that  alwut  half  of  U.S. 
(X|K)rt^  of  manufactured  goods  aiv  mach*  by  oidy  100  companies  and 
that  80  i)e!ce!it  arc  made  by  only  250  companies.  Large  corporations 
(lomiiuite  U.S.  (»xpoi't  trade, 

Foivigu  govermuent  restrictions  on  trade — tariffs  and  non-tariff 
ju4»asurcs  aie  majoi'  bai  riei^s  to  expansion  of  U.S.  expoits.  All  coun- 
tries, inclutliug  the  Uiuted  States,  have  such  restrictions.  Another  set 
of  forvMgu  govcruuu'nt  policies  which  atfect  U.S.  exports  is  the  forma- 
tion of  regional  ecououuc  gi'oupiugs  oi'  conuuou  nuirkets.  Of  particu- 
lai'  ci)iu'crn  to  the  United  Statts  is  the  fonnation  and  expansion  of 
the  Kuropeaii  foiumon  Market.  Hy  lowering  internal  tariff  barriers 
while  retaiuiuL'  exttM'unl.  tariiVs,  tlic  Common  Market  has  tended  to 
displart'  r,S.  exports.  ( WesttMii  Kui*ope  has  W^vn  and  continues  to  be 
a  majcM-  mnrki't  for  U.S.  exports.)  In  the  iritere^  of  political  and 
eeonoinir  <tal>ility  in  Kuroix\  the  IT.S.  Government  has  consistently 
>uppoited  the  tcvuiV'pt  of  a  roiumou  market  \n  Kui'op(\  even  thougii 
tlll-^  tle\tOo|>meiit  probably  rontributed  significantly  to  a  loss  of 
I  .S.  t*\poi t  mai*kcts. 

I)t\spire  the  gt*o<:raphi(^al  (li-in(M>ut ivcs  aiul  tlie  liistorical  antiexport 
bias  of  r.  proilucor-.  ihv  I  'nit*ul  States  has  some  notable  competitive 
ailvanta^tN  on  world  iiiarktMs.  In  part  iciilai",  in  t  wo  broad  categories  o^f 
goods  agi  it  nltuia!  proilucts  and  ttM'hnology-intensive  goods— U.S. 
iv\l>ort*'rs  havi'  "/alnrd  doiiiinaut  positions.  In  both  (Categories  U.S.  ex- 
porttM  s  havi^  unuW  hwiiv  posit  i'ontribut  ions  to  tlu»  c()unt  ry's  l)alanc<» 
of  trade.  The  suiv  i  ss  of  I  '.S.  exporters  in  these  sectors  is  due  to  a  num- 
hei-  of  factors,  iiu  hulin^i  th*'  iiuio\ at i vciicss  of  U.S.  imlustry,  the  high 
level  of  prodih^tivity  of  U.S.  workei-s  (i:;  both  manufacturing  indus- 
t i  i(»s  and  a;*'i  icult  iirr)  and  fn  tih^  fai inland. 

Tho  voliimrof  r.S.  aLMMi  ultmal  exports  is  highly  variable,  depend- 
ing on  nop  coiulit ioiis \u  othci*  partsof  th(»  worhl.  Although  thegiwth 
rate  has  slowed  in  rei  t^nt  y*'ars.inost  forecasts  suggest  cont  inned  strong 
forcM^ti  demand  foi-  I'.S.  farm  produds  in  the  futme.  However, a  nuiu- 
Ikm*  of  obse!  vrr-  have  expn^SMul  eoneiMU  about  the  long-run  competi- 
ti\«MH--  i)f  Munr  r.S.  high  tiM'liiiology  tvxports.  SiuiM*  tlu»  postwar 
rri  on-i  I  net  ion  of  \\  »'-t  Kuiopran  and  Japanest*  iiidnst  ries,  those  coun- 
tries have  iTiailually  i  iiuM'pMl  as  nlttu  iuit  ivt»  souicuvs  of  iiulustrial  in- 
novation. .MorcovtM*,  r.S.  eoinpanii^s,  thiough  dii(*ct  fonMgn  invest- 
inoiU,  iit  en-intr  a;^Mi  iMnont<  and  oth(*r  inerhanisms,  luivt*  begun  to 
tiau>f»M-  tin  ir  teehnoloLrics  jd)road  at  a  moie  rapid  i'att\  Industries  in 
other  iinlnstrial  eountiii'S  and  the  advanced  developing  count  ries  have 
sm'eee«let|  in  assiinilat  in^^MiM  hiH)logies  de\ (doi)ed  in  the  United  States 
ami  conipcting  with  I  \S.  rxj)oit(Ms  in  third  mai  kets.  While,  in  the  past, 
this  i)attern  was  limited  largely  to  iiidusi ries  with  nuiture  technologies, 
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sotno  ohsorvors  ...uintai..  that  U.S.  hi^'h-tochimloffv  in.l.istries  are  fac- 

?i.w.Tf  r        I  "  substantial  .h-pm  ia- 

>u.;tno.s  ,^         ,..,77  ,n7,s.^  1  Mllar  d.-pn.-ia,  i,...  has  ,  h.  X.i  of  1-  - 

)Oit(.|-s  or  import  (■.m,p,.t ifo.-s.  iMupirical  stu.lics  s.iim>st  that  any  iiu- 

nu  i  .  h  ''1T:^'';'"";>" '''"'"t  1  >  ,  years. '  (Thus,  t  h.  n.-.nt  improver: 
•  uMit.  Ill  t h.>  I  .s  l,,„h.  halan.v  luay  Ih"  ,ln,.  i„  p„rt  totho  cUVots  of  the 
<  oi,m.:at i,,n  <>1  .h.  .lulh.r.)  1  low.v.-r.  s.u-h  an  UMprovonu.nt  n  tt   li  •  • 

^Slo!  '7'r  'h-  ■  '""'""^''^  .l.pn.l.nt  c,;.  (h.  .loMiostio  ral.  of 
I  llatic.n.  A      s.  ,„tlMi„.i.  ral.'  ...  ,.x,ts>  of  thos,>  of  it.  .....jor  tn.(hr 

nr.   r.S.  (ioVKUNMKNT  INI  KNTIVIIS  hX)K  KXl'OinT:RS 

Tlio  niaj<.r  I  S.  ( io\v,  nu..'..t  pro^r,  a,„s  .h-s. ,1  spcnHcallv  to  nro- 
motc  exports  aiv  tax  ....vnlivos,  vxinnt  (-.(-.lits  and  ii.:.rk.'ti."..r  inf„r- 
mahou  sorvi.vs.  p,.„u.ipal  tax  iniTiifivc  is  the  Don.o.st i^  Inter- 

national .N.Irs  (  oi|MM:.tln„  (  1 )  1  ,S(  '  ) .  ul.irl,  ,>  .IcHiriH-,  j  lo  m,,k.'  ex- 
portinj;  mo.v  p.„ti.:.|,h>  |,v  i,,  effn-t.  lowering  rorpo.ate  incon...  taxes. 
Ilu'  Kxpoi  l  -  huport  Hank  and  the  I  )epartn.e..i  of  .\^;rie..]t.ire\s  (\an- 
niodity  (  ivdit  (  orpon.tioi.  promote  exports  thi(ai<,'li  their  export  fi- 
iianrnijraH.vitirs.  The  Departn.ei.tsof  ( 'onin.eroe,  .St.-.t,.,  and  Am-icul- 
ttiiv  i.K.vi.l,.  M  v;iii,.t\  of  mfuniiational  mikI  niarkel in--  services  de- 
Mirn.d  t<.  ,■„.,., npl,. I,  niluM-  ;r";.U.  in.iv  have  the  ell.Tt  of  si  imiihit  in- 
cxpoits.  l«ii.Mlly.  I  .S.  pa.ti.  ipation  i,,  the  n.i.ltilateral  trade  ne.rotiir 
tioiis  and  the  ( ...s  .•riuiimt  V  exchange  I'ate  i)oii.-v  have  maior  inipliea- 
tioiis  lor  I  ..S.  exports.  "  >  i 

/><)///>. ■<//'(■  I  iif^riiiit'>(iiui/  Sii/,.s  ( 'oi  jxH'tifloii  {I>IS(') 

The  pruK'ipal  lax  de\  ire  de-itrtied  to  pioinot,.  expoits  is  the  l)(Hiies- 
lie  InterMatu.ni.l  S,.|,>  ( 'orpoiMt  hui.  Ceated  i.y  the  Kevei.iie  .Vet  of 
l.M  (I  .L.  !H  Iii7s).  DISC  H  a  lar^rHy  paper  o.irai.i /.at  ion  (Wx^xwd 

to  pm-.h.l-r  ,  \pull    M,„„|,    (,.,,,,,   .,   , I, „,„,.,(  j,,   A|||,.,j,.;,,|   IKIIVIII  roipoi'i.- 

lion,atid  then  loexpo.i  llicu  to  a  foivinr,,  pmclia-er.  Fo.- example  a 
'■ompaiiv  iin-hl  <   lihh^ii  ;(  \v  hn|  |  s  ,  ,u  iir,  I  I  )1  S( '.  ( ioo.K  dcHjriie.l  ('or 
export  would  l.r  -..Id  h\  the  .'ornpaiiv  to  its  own  DISC,  and  the  1)1. 
wcaild  in  Inn.  -r||  the  ^.'o.xU  t(.  pnivha.-ei->  in  a  forei<rn  .■oiintiv. 

Pnor  to  thr  Tax  K'eforiu  .Vd  of  I!t7f;,  taxahle  iiimnie  from  the  ex- 
port salr  waxin  idrd  iH  tueesi  till'  parent  .-uid  the  DISC  in  one  of  two 
ways.  |)epeiidm;,'  on  whi.  h  wa-  h.r^er.  .M)  peiceiit  of  the  p.-ofits  or  4 

l„  I-'''  ■  iHi.Tti.'itluti.'.l  •rii.ii.iors  (.r  ln,ln<lri:il  'IV.  hiiul.,i;v 

'  iii..ti-  i,.r  III,.  I'  S    i:riMiniiiv."  |,riT:ir-l  r..r  tlic  TS  n,. 

l'i'--r.  e,  ,.,  m,,  ,,r  .nt.  rnMli.. 1,^.1  I.MlM.r  .\(T;ilr-i.  0...-inl,..r  I'.iTi:  (;,.,  .  ...  |, 

•"I-"',''-  ^    T.-,  I,n,,l..,,,  :il   lT,,fr...<  ,in,|  Iiiirriiiitionnl  TrailrCn,  titlv.. 

(  ••ll.'fc  1;.'.,.  :ir,  ll    Si  r\  ii  r.  21  T'Ttl 

l><:ir'''l!r!,''f'':",,^^-'''""'     ■■'•I'" '■>''■■"  "'■         r  S.  iMilliir."  run::rrs-l..ii;il  I!,..,.;,  rrli  Srr ,  i,v 

,  V  .."".'.''''vV''                      ,i"    1-S  Cniiyn  —  .   U.Miv,.    Cunmlt,....  „„    I!,,  iikini:, 
.  .   .     r.-  '■■■Itl    \tr;lir..,  S,i  „          ,,|l'.,.  ,.,|  IlilrrilMI  Ill  .--l  Mil  ii  r..,  i:v|...rl  Policy  llcllr 

iiitf  :i.'tli  (  (initio-*.  -M  .11.  Curl  I.  l  i  l.runry  0  l!i7.s  p  c,  .      i     >  ■ 
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percent  of  the  gross  receipts  was  allocated  to  the  DISC.  In  most 
instanceH,  the  50  Dorcent  rule  was  followed.  The  50  percent  of  taxable 
iiKoinc  attrihutod  to  tho  puriMit  coinpanv  was  subjected  to  the  statu- 
tory eorporutr  tax  rate  of  48  percent.  Iioweveis  only  half  of  the  in- 
come attributed  to  the  DISC  was  taxed  at  the  statutory  corporate  rate. 
The  n*st  would  not  bi^  taxed  until  it  was  returned  to  the  parent  cor- 

S oration.  BiH-ausi^  the  tax  need  never  be  returned  to  the  parent,  the 
elay  (deferral)  in  paying  the  tax  was  generally  regarded  as  a  perma- 
nent sul)sidv.  Ill  suiiuiiary  ti^rms,  a  DISC  resulted  :n  i^edueing  the  tax 
rate  applied  to  export  income  from  48  to  36  percent.  In  other  words, 
oidy  three  qiiaitei-s  (%)  of  export  iiuonic  earned  by  a  DISC  was 
subject  to  the  normal  ix>rporate  ratA^ 

The  InMielits  of  ii  1)1  S(  ,  howi^ver,  nvv  to  l)e  gradually  reduced  as  a  re- 
sult of  the  Tax  Kefoiin  Art  of  VMil  Fioiu  the  start,  the  DISC  mech- 
aiiisui  was  critit  i/ed  InM  ause  it  reduced  taxes  on  both  \\w  incoiue  from 
new  exports  and  tlu*  iurouie  from  expoits  that  would  luive  Iveii  made 
in  auy  eastv  The  ll>7ti  law  atlarks  (luit  problem  by  applyiii^r  the  DISC 
sul)sidy  ordy  to  the  poitioii  of  e\{)oi1  iriromi^  that  e\<veds  a  pailieular 
historieal  l)asi\ 

The  initial  rxpoit  has**  was  to  th(»  aveia^re  <:ross  lenupts  froiu  ex- 
ports for  tlu'  four  year  pei  iml  M^T'i  tlii'ough  ll>7.^  A  fin*  l!)7t>,  tin*  bast* 
period  would  uh)vv  forwai'd  yeai'  hy  year.  In  otliei*  words,  in  1979 
the  basr  period  would  Ih»  ll>74  throu^^h  1!)77.  To  tpialify  (or  DISC 
iHMiefit.s  t'xport  lucorut'  must  cxrocd  iu  peicerit  of  the  aveia^re  l)ase 
pt»i'io<t  iurt^rut'.  The  ra^w  provisions  apply  to  expoi  l  iru  orui*  for  all  tax 
yi*ars  lM'»;iruun^r  jiflei  I  Kn  endn'r  HI.  11)7."). 

The  Tax  Reform  At  l  of  ll>7<i  fontaiiaul  a  nund)(M*  of  othei'  features 
that  further  n»strirled  (he  u>r  of  (la*  DlSCs.  OctoluM*  li.  11)7."),  only  after 
r»0  piM't'cnt  of  ivxport  ira  ona*  from  militai'y  sah»s  t»an  iinalify  for  DISC 
(rratna'fit.  Thr  alulily  of  a  paituit  corporation  (o  make  a  lax  frcv  dis- 
posit  ion  i»f  1 )  I  S(  *  siH'ur  It  ies  luis  also  brrn  eurtailrd. 

ria*  DISC  pin«^Marn  has  heeu  usi'tl  i\\(ensivelv  bv  I  .S.  busiia^ss.  In 
DISC  year  l!>7t;.  \\\v\v  wrrr  DIS(V.  D1S(  ^  benefits  aerrued  to 

oviM-  (wo  (hiids  of  Iota!  CS.  ^^\ports  durin*:  that  yejw.  DISC  is  the 
ua)S(  cost  ly  <>f  (  h)vt»rrjna'nt  t^xpoi  t  incerdives.  residtifi»if  it»  rr\  rnu(»  losses 
of  o\er$I  l>illi()n  in  it  rcnt  vrars.  Mstimated  revenue  losses  for  lt>7H-' 
\W0  are  provithMl  in  Tabh'  \. 

Tahi  K  I      Fstttnatrti  n  i  t  pnu-  lOi<M  jram  JUS(\  finval  yt  i^     VJlH  -tOHO 

He  venue  low 

t^seal  yenr  :  in  miUiont 

1978   $1,136 

ld79    ,  ^   „   1.336 

1980      1,625 

St)un'iv  r  S.  Spimtr  (\)minUtot'  on  tU«'  HuaKot.  Tax  KxiM'naUiir«'s  :  ItolutfonHhipH  to 
S|M>(ulinu'  ProKrHinH  nimI  Hnt  ki^ruund  MatrrUl  on  Individunl  l^rovlHtons.  l»r>th  ('otiKress.  2d 
M4»9gti)ii  WaMhlni;ti>n.  I'  S  Oovt.  erlnt.  Off.,  IU7K.  p.  214. 

Kxport  I mfHYrt  HanJs' 

Tla»  Kxpoit-Impoit  Hank  of  tla*  Cr^ited  States  (Mxiinbank)  is  the 
primary  a;r<*ney  pi*o\  idin^  oflieial  n*edit  assistance  to  U.S.  exporters. 
The  K\|MU  t  Impoi't  Hank  Art  of  IDIT),  as  ainemled,  dii(N  ts  the  Bankto 
aid  in  tlruinein^^  aial  to  fatMlitate  CS.  exports  arul  imports  arul  stipu- 
lates that  Kxiful)auk  timiiu  inij  must  he  ooinpet it ivi*  with  Kiiancing  of- 
feivd  by  otlier  governments. 
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vuJ  /!'  'f  ■  »"'"-ti"",  Kxi.ubai.k  has  (h.veloiH.d  a 

rmiit  uisuniiu  t' liiul  (lisioiiiit  loans.  ,    i  i  tt,i 

foivijri.  lK,rn,wo,s  1,„-  ,,u.rl,a.s.-s  „f  T.S.  ^ouds  and  M^rviros  The 

I  dolhiLs.  1  lu.  .iMvrt  h.,u hn^r  i.n.jrnun  is  (hvsi^rned  to  supnUMnnit  pri- 
.  M...m.s  of  lu.anrmj:  L.v  provuhM^  nvdits  in  so,...  ras  -s  whn  , r  - 
V  it  .  Ir.HhMs  a.v  UMvv.lhn^r  ,„  ..ssm.i.  tlu-  risks  or  Uy  rxt.i.dinc  cUd  t 
on  tonus  loM^vr  t  han  prnat.  In.dus  .an  provid./ (ie^u-ral  yf  Kxin - 
»m  k  re.,uM,.s  a  downpa.Mun.t  fron,  tlu-  hu>vr,  prov.dos  part  of  the 
bikne':^'  ""^^  -iuiros  pr.vL.  (inam-ing  fo;-  tile 

tluu^UmiKv  f  to  privat.  Hnancial  institutions 

•■•''{""■♦•^         •l'»  ir  loans  w  11  be  repaid  The  ffuaran- 

^Zw"''^?^  V'"  *  l'"it«d  S  atfsXh 

?,  S       I  •"■'••••nra^r,  p,i,,ito  I.-nders  to  extend  expor 

ciedits   ud,     son..  ,  ases,  ,o  lower  fiuemst  cost  to  the  borrower 

to  p.'^  .      !n  \"  *>^^"'-^^''-^  °f  ^'-S-  *?oods  and  services 

n  ,  t  \r^n';;:  ion"  ""^  oonunerSal  risks  inherent 

v..     *         iiaiisai  tions.  i  ho  insurance  is  provided  bv  Eximbank 

co^Tni^l^u^  •  ^■""'Pa-'i^'s.  The  private  insurer 

buvers    „    k       .  '  insolvency  of  the  foreign 

lion  covers  political  risks,  such  as  war  or  expropT 

ohfubi?""'  '7"r  i"'  ^""""iti'ents  to  discount  export  debt 

mmf  !     ''''"  ''.^  .>.  <  o,nn,eiv..il  banks  aocpine.  The  Eximbank  com- 

Xis  Fx   d  .  ;l      V  .   *  '""^"'  i^J'  °f  obligation. 

penvn7of  Vn'Y-^^  panicipatcd  in  un  average  of  about  10 

tiHs.  smlM,s(  aiuula.  F  ranee,  Japan,  and  the  I  nited  Kingdom. 
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During  tisnil  yc^ar  lt)77,  Kxiiiihank  authorizations  (includinf;  loans, 
iiisiiranco,  \\\u\  miaiantocs)  totalod  $5.f>  billion.  Eximhank  pro/crranis 
Mip|)orto(l^$S,r)  hillinn  in  I'.S.  (vxports.  Tho  lovrl  of  Exinibank  activi- 
ties in  l!)7T  r(»|>ros(Mito(|  a  (Icu  lini*  from  iho  provions  finv  years,  par- 
tially <lu'  vvswU  of  Mion*  i(^sh  i(  tiv(»  lending  ( l  itiM  iu.  The*  poak  year  of 
Kxinilmnk  activity  wus  in  liscal  yoar  lt)74,  wIumi  total  authorizations 
of  $U.I  l)illi()n  supported  >;Il\s  billion  of  T.S.  (^\ports.  Kstnnatod  an- 
thori/al  ions  for  ll)7s  1!)S0  ai  (»  snininarizcd  inTablo2. 

TABLf  ?  ISDMAno  CHFOIT  ACTIVITY  FOR  OFFICIAL  EXPORT  FINANCING  PROGRAMS.  FISCAL  YEARS  I97M0 

{In  mtlhons  of  collarsj 


Credit  activity 

Progfim 

1978 

1979 

1980 

(iiwrt-tmport  Bank  * 
Short-t«rm  agricultuial  credits  ^ 
Food  for  P98ce    .  . 

7.  865 
1.  700 
t,  160 

9,  500 
1.500 
I.  157 

10.100 
1,250 
1.256 

■  Fxpected  autt)ori/ations,  all  Fximbank  estimates. 

-  ExpfHted  credits.  Cornmodtty  Credit  CorpOfation  estimates. 

*  Food  for  Peace,  titles  I  and  II  (loans  and  dife\;t  gfants),  excluding  ocean  transportation  costs. 
Commodity  Credit  Corporation  estimates. 

Note  Credit  activity  reflects  the  sum  of  ail  loans  obhgated  during  a  fiscal  year  under  direct  loan  programs,  or  tfia  vaiua 
of  ail  commercial  loans  or  export  shipments  guaranteed  or  insured  by  f  ximbank  programs. 

Source  U  S.  Cor>gress.  Senate.  Committee  on  the  Budget.  Tax  expenditures  Relationships  to  Spending  Programs  and 
Background  Material  on  Individual  Provisions.  95th  Congress.  2d  session.  Washington,  U.S.  Government  Printing  Office. 
l9/8,  p.  ?14. 

('Onuiiodity  Cirdif  Corporullon  Kxport  Credit  Sales 

Tlu»  {\)ininodiJy  ('nulii  (\)rporation  (CCC)  Kxpoit  Credit  Sales 
Pro<^rain,  eshiblislu»d  in  l!)r>(i  undcM*  tin*  iiuthority  of  the  Commodity 
Cnulit  Corporation  Charier  Act,  is  d(»si^ned  to  help  CS.  iifrrienltural 
exporters  expand  sales  in  forcMj^n  nuiikc^ts.  The  Vi  V  provides  financ- 
iiiiif  fiM"  exports  of  >pt'(  itie(|.  pri\  ;il(dy  ow  ned  a<iri(  tilt iiial  rcvininodities 
on  a  dt*f(Mr(Ml  piiynienis  basis,  usnidly  for  p(»riods  of  (5  inontlis  to  3 
yeais.  (.V  bill  passiMl  lat(^  in  the  l)r)th  Confjfress  authorizes  tlie  CCC  to 
pr(»\  id(\  nnder  eertiiin  condit i^ons,  inl(M'inediat(»-tei in  (li-lO  year) 
eicdit^  for        '''>dt  iir.i I  expiullSu) 

CCC  tin.uH'injr  sliiiml:U(\s  i\S.  aj^rieull nral  (»xi>orls  by  making 
credits  a\':iil:iblc  ill  somewhat  Im'IIim'  terms  I  han  ex|i*>rl(»rs  could  obtain 
cl.M'W  here.  Interest  i*ate>  for  CC' 'i-riMlits  \nry»  but  are  nsiinlly  sli^litly 
below  ((piivahMit  m:uk(»t  rates.  Malurilic^s  for  CC(^  credits  are  often 
longer  than  a^^ricult oral  (»xport  credits  otfercMl  by  privnti*  banks. 

l^]xp(Mts  linanied  under  thi*  Kxport  CrcMlit  Sahvs  Program  in  fiscal 
year  P^TT  totaliMl  $7^*>.^5  million.  The  penk  y(»ar  was  liscal  y(*ar  1973, 
when  ^>1.(^*J!>  million  of  (\xports  wim'c  linan(M»d.  'I'Ik*  bud<:et  for  fiscal 
yeur  11)7^  wa-  si. 7  billion  (  Sei^  table  i^). 

'V\\v  Food  for  Pcaee  .Vet  (I'ublic  Law  s:?  4S()).  orijrinally  (Muietiul 
i?i  11>  i>  de>i^n(»d  to  promote*  CS.  a^ricullnral  exports  and  provide 
a>sista!ic(»  to  h-ss  de\(dop(Ml  countries.  The*  concessional  sales  program 
under  Tit  l(^  I  of  t  (le  \r\  \svo\  ide-  |oiin  term,  low  interest  rate  loans  to 
(hw  elopinjj:  count  ri(\s  which  me(»t  (*erlain  |)overty  h»vel  (M'iteria.  (In- 
teiest  latts  ha\e  a\eiap»d  W  p(M'C(Mit  and  rc^paynuMil  periods  have*  been 
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t":r!aTrXf*:r^^  "  tluo..,h  humani. 

surn/.V"!!-)'  r*^":''  "'^'':"'  l"^"'"^'^'^  fxt).,it.'.l  mi.l.M-  this  inmm  were 

07    ..if  N  n  '"^^  ^'i>"'l  f'<„n  $().!)  hillioM  in  fis,„l  year 

'"'^ '''''  '''^  f-- 

o..lVr/*l'^'"y!'''';''';'^^''''''''''"'''"''""''M'<''-»  pn.M.oH.,,,  |.roirr«,„saivcou- 

KXI'dttl    NTIMII.ATION  IMKHIKAMS 

lMe\7.1I'\'""'''''"'*'''r  t»"-o..Kh  the  facilities  of  th..  Ad  Counnl  utlllz- 

'^^1      '-F"'- ^^^^ 

KXIN>Rr  roi  NsKLI.Nd   A\|>   r NKOU M ATK )\  PROiiRAMS 
'  "    II  '  ^"H.  M,uN     VN„  ,,,N,  ^,  ,  ,,(.„;iiAMs 

t,Ji'Ti"'V''"  ."'''"".■"I"'"'"  provHlrs  snl.s.TihiuK  r.s  firms  witl.  s.^vitic 

M;J  n,'''l'!i;'"ri'''."''?"''  '"•"'""<•'  a.'tiviU..sa|,,,nM.  T.S.  tlrn.s  ..f 

.M;/;;;.';.:r''/<?!;;;:r,;';;:':.l'.    /::;'.-;v:r ,!;;.         ".H-uu.r,..  ...„.,n. .......  ,...„ 

I5»7s         .'{til  i"iM>  ,  ni.iriUK.  S^^tli  ♦  on^'rosM.       session.  Parf      .\prll  r». 
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iiml  tMiiustriictioii  |»r(»J*rts»  and  major  pmliu  t  uiiU  oqulpinont  sah  s  opportiiiiillp.s  - 
iiiul  *liit»ctl.v  iinhInI  thciii  to  ('oiniH»h»  siurrssfully  ^'<>r  n)iUni*  ts  uihI  onh^rs. 

Tlio  iiKonI  Uistrihutin- s«T\lr(»  provhlos  mnK^stlii^:  T  S.  tlrniM  wKli  tlu*  names  of 
siN'ritlr  iN»t(Mitiiil  fnr*'i;;n  ro|»n'srntnti vos. 

TUi*  nt'vv  products  infonnanon  .stTvirr  puhlislM'.s  ami  disscMninatt's  al>n>a(l  in> 
foriiuiHiMi  on  I  .s.  llrms  liavin^  n*»\vly  d*»v«»loiKMl  or  numufart iirtMl  ]>rodnrts  aviiU* 
iihlo  for  export. 

Tin*  ('XiM»rh'i'  a^t'iil  iiitonnal ion  sysltMn  (u  proiH>st»d  new  program  wldrli  Ih 
pivsoiilly  muicr  study)  IdrnHlit's  iiulividnal  I'.S.  sappln^rs  of  s|NMitii'  priKlnctH, 
and  providtvs  informal  ion  about  the  firm  and  its  prtKliuM  (ui  mi<*rotilm  rassrttos 
for  us*' at  commt  rcial  lil^rarirsat  ^'^^r(»iK^  Soi-vifc  Posts  ahroiid. 

I'ho  fori'i^n  Imyors  program  oMt  i>iira^;fs  ^'roups  and  individual  foroi^ti  Imyoi's 
(u  romv  to  tho  I  s  to  purrliaso  u'oods  an<l  siM  viit's.  assists  in  makiuK  font ra('t>< 
hrtworn  iH»(rnti2ii  hn.vrrs  and  1  .S.  suppliers,  ami  supports  t'orriKn  Imyor  at- 
tt»ndam*o  at  iloniost  it  1 1  ailo  shows. 


Tiadi'  rfutors  and  inioi  nai  ioual  niarkftin^  readers  provide  t  .S.  tlrms  with 
i-iMdinitiu^:  opporluhili<--  t«>  d.Mu(»iist t ati»  their  produrts  in  14  major  nnirkots 
aluoiid  to  a  seh  <  t  audieuro  of  rar;;rtod  foriM^n  liuyiMs  and  represonljit iv(»s. 

Trad*  and  in^luslrial  *  xliiliils  provide  T.S.  lirms  witli  se!ieduh»d  opportunities 
ti»  demonstrate  lhi»ir  prodn*  ts  untler  i\)nHnere(»-s|H)ursorshi|)  in  nui.j^n*  or  j<pcH*ial- 
i/.tHl  tnrertiatiomil  trade  fairs  or  "soli»"  exhibitions  aliroad. 

t\ilah>«  s'hows  and  video  eatah>^;  I'xhihitioas  provide  I  .S.  lirms  with  scIumI- 
uhn)  «>pport unit  it>s  and  t^ii  iiilies  to  disiphiy  lIuMr  i)r<Mluet,  eatalo^s  and  sales 
literature  and  to  depiei  ih(»  op*  riUittns  of  their  comiKiliy  an*l  product  in  (U'veloptMl 
and  emerKenI  markets  al>roail. 

'riu'  overst»as  inl'ormariou  s*»rviee^  |»n»vide  visiting  I'.S.  tlrms  at  T.S.  Tnule 
< 'enters.  InttMua timuil  Marketing;  <**'nlers.  lhahas*si*'s  antl  iNaistdatvs  abroatl. 
with  oiitlii'spot  rouiisehn;;  and  assistani-i*  in  eonlraetin^  foreign  l>uyers  and 
repr(*>ental  i\  es. 

In  store  pnunotious  pin\id*'  \  S  suppliers  of  i  iuisnna  r  mxijis  with  sehcnlided 
i>p|N»rt unit ies  t(»  expose  lIuMr  jirothirls  to  the  overseas  publi(*  through  i'ommeriv- 
sponsored  events  liehl  in  srhMi  forei^u  retail  si  »res. 

Speeializetl  and  indusiiy  o(^ani/e*l  ^^overniueul  approve<l  (lO(iA)  trade  mls- 
siiHis  provide  i^roups  of  \  '  S  tlrms  witli  si  lifiuled  opportunities  to  travel  altroad 
umler  ronnneree  spttusorshi p  \o  meet  ilireel'\  with  potential  forei^ju  buy(»rs  and 
represontat  i ves. 

Teehniial  trade  niissioiiv  prt>vidi'  tiueiKU  buyers  and  reja-esentatives  with 

sehrtluied  oi»|ior( uhll  it  ^  lo  barn  ai  t  the  lat(^t  prodm  I  industrial  t(M*hnologles 

in  tlie  {  S.  available  fiian  \   S  supplier^. 

In  eaiiviiio:  out  llu'-e  |»i*(>otam>.  the  lii  hisliy  aiul  Trade*  Adtuin- 
i>tr:iti<»t\  is  a->i^ted  liv  T'oieioii  Sei  \  i«'e  tM  cn  oinic  ami  roininereial  oHi- 
i-ers  tiiuler  t  lie  jiiiM^dirt  loti  of  I  he  I  )e|)n  1 1  me  lit  nf  Slate.  l''ni*eion  Serv- 
ice ollierr^  :i>-iirned  to  I  '.S.  t  inl>as>-ies  mid  <  idi^iil:iles  aUroatl  report  on 
economic  tle\ elopnieni  >  and  maikcl  <iHidii  kmu  in  their  e<)iintri(»s  ot 
assij^nmetil .  This  infoiinalion  i^  lepoiled  to  the  Coinmeiee  Uopart- 
men!.  wliic\  di'^-eminati's  it  to  tin*  T.S.  hn  ine-^  comnmnily.  Koroijrn 
Ser\  i(  e  olliccr-  aldoad  alxt  diiee  tly  a-si-t  I  '.S.  hiisinessinen  in  coii- 
traclii\^  polriilia!  huy*'!^  of  theii  prodmtr.  'ilie  comhinetl  State  and 
Connnerce  Di  partnient  hudott  foi  (  xp(dt  piomotion  ha^  totnl<»d  ovrr 
million  ii\  rei  ent  year^. 

The  1  )epar:  imMit  of  Ao-i'iciilt  iii  eV  I'^u  tM'TM  Airi  i<Mdi  ii  I  a  I  Sorviro 
(I'WS)  is  !  I'^pnnsihh*  fnc  promotion  <d'  aurri(  idl  urn  I  evporls.  FAS 
provides  the  followm;:  kinds  of  -or\ iie^  for  T.S.  aorionlttiru) 
exporter^.' 

tiotis.  SMluMMiinlft  >n  VltIi  uH i}r«'  Miul  l{<-bif<Ml  Au<-iiri<»s.  AurltMdtiir*' nrul  I{«»Im(«m1  AjrJ^nrloH 

Appn»pri!0  hMw  for   TjTs     hr.'iritii:'^.  '.♦r>t!i  tSuiurrss,   Isf   sos^lor».  Wasliiii^don.  I'.S.  Govt, 


o\  ursj^  AS  sAiis  i'Uo.\n»in)N  pKotacvMs 
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It  mauitttliis  a  worldwide  aKrlrultnral  iiUolliKriuv  and  niMirtliiK  st^rviee  to 
pmvklo  I  .N.  fariurrs  and  trailers  svith  iiiroriJiatioii  uu  world  aKrlrultnral  nro^ 
durtiou  am  hadr  iIimi  rhr>  ran  um*  h»  a.ljnsi  in  I'hanKrs  in  nn  urld  dniiand  for 
I  .N.  aKnruIlurai  pi-oduris,  'l!iis  is  doui.  tlinamh  n  loioniiious  pro-ram  of  ro- 
partlnK  Uy  aKrlrultnral  ariat  hos  and  otiicors  loralod  In  {\7  imsts  ilinMiKlnuit  tlir 
wiM-Id  n.voMhK'  >uuh.  ins  .  niiMtnrs.  UrporliuK  um  IikIos  inloriuation  uiul/or  data 
on  rorWKii  Ki»vorniiirnl  polu  io>.  aiial.VM.s  of  supply  and  doiuaad  v-aidiliims  roin 
nuTfial  tradr  io!;itliiu-lup>.  and  inarkot  opportiinitios. 

Tlu^  ForviKU  AKriruli.iral  Sorvicr  analy/.os  ii«rirultnral  infunnation  ossontial 
to  I  In*  a^^s^^ss|u^nt  nf  fmvi«ii  supply  and  doiuand  conditions  in  cidor  to  piovidr 
i^Mliuatrs  ut  tlio  <urrrnt  situation  and  to  fonvast  tlio  export  pt»triitial  for  sim- 
vit\r  I  .S.  aKru-nllui;il  roiuuiiiditir.s.  TuMishrd  ortanuuir  <lata  about  roinnoidit ios 
are  rnndanrd  with  attarlio  iviM^rts  and  suhj*rlod  to  analysis  tJir(MiLdi  advanced 
t»<*onona.trir  lorlmiijin  s  to  >;4'iU'ratr  t  liosr  rstiniatvs. 

In  adiUliim.  tho  Srr\ i<r  is  rurn  urly  n'si>on.sild*»  lor  drtorniiuinK  tluMjlilily  and 
'\Tl  ^'^^  >at*dlito.  luott'f.ruloKical  and  rliinaloloKioal  data  to  pre- 

dUt  Klol.al  prmlnilion  uf  major  *  roi»s.  Thvsv  (»iKTalioas.  brihg  londnctod  l.v  tim 
I.A  Ih  program,  will  yield  csliniatos  uf  wlirat  piudurtion  for  thr  T.S  Canada 
and  otIUM-  vv^Unis  outsido  Nnrtli  Aniorira  wlii(  h  w  ill  ho  usrd  to  ovahiato  tho 
♦jxporlmrnt.  TUr  vrn^vnui  h;,>  already  hruuu  to  dosi^n  and  trst  an  advaiuvd  pr<.. 
totyiH^  for  an  oiK^rational  rrop  foi*vast  syytrni  williiii  TSUA.  Tho  program  is 
ooadtioird  in  nH.prraiion  with  tho  Xatinnal  Arronautirs  and  Spaiv  Adininistra- 
Vyo\\i  '^  ♦»*'ran  .'raphic  and  At iiiospliri ir  AdiiiiiiisI raliiai 

Tho  Srrvirr  <Io\olops  fon  i^n  markots  for  I'.S.  farm  produrts  thron^ll  ollVclivr 
markot  promotion  ariiMtir>.  Ii  pruvidrs  tradrsnuMi.  hotli  foivi^n  ami  diuiioslir 
uith  siTvioos  that  aro  mrr»aiy  lo  hnild  and  maintain  markets  for  T.S.  nnxlurts 
t>v*'rsoa.s. 

(  ndor  aiitlmrity  of  thr  Tradr  An  ,.f  \u7\.  thr  Srrvi.v  tliivcts  and  ('(MTdiiiatc*. 
IVpartnu'iit  partiripation  in  thr  fornuilatiun  of  trado  pro^-iams  and  a>;rrrmonts 
n  orth-r  to  stahih/o  and  rxpand  iln>  umld  tiado  of  t'.S.  a^rimltura!  prodnots. 
It  ofTootivoly  m»Kotiafrs  to  ivdn^v  rostru  tiv,.  tarill  ami  tradr  practiros  w  hirli 
nrr  r*M'oj:ni/isi  as  harrirr  fo  tl,,.  impoi  r  of  t "  s.  a;iiirnllMral  rommo<lil irs. 

The  lisral  y.'af  l!>7s  \nu\i:v\  for  IvVS  wa>        inillnnu  alK)U(  ^-2  mil- 
lion luirlioi'dian  (ho  |nv\  louv:  \  oai\ 

riu' f  i-ado  hai  rioi  -  iinpn-rtl  In*  t'oivio-u  oovorniiioiit^  also  soi'vo  as  dis- 
iiuvntivos  to  I'.S.  i  \\uM\vv>.  \  kvy  ooal  of  I'.S.  foivioii  hado  policy  in 
tin*  nosiwap  \wihh\  has  Imtii  I  ho  oliminal  ion  of  f(Nlno( ion  of  many  of 
tho  l)ll^nol^  whn  h  rosiiicr  woihl  irado  (hrcui^rh  l>ilalorMl  and  niidli- 
latoi-al  (ratio  noo^uiiat  mn..  In  l!»7;l,  th»'  rnihul  Stalos  nnd  ovof  lUOollior 
countnos  sipiod  tho  Inkyt)  Doolai'alion  which  iirnialod  Iho  sovonth 
round  of  tiiuiv  noorol ia( ion-  uiolor  tho  anspioo^  of  iho  (ioioM'al  A^rioo- 
iiiont  iUi  'raiids  and  I  rado  ((iAT  I  ).  'l  Uc  Tokyo  Koimd  n{  \\w  nntlli- 
Irttoinl  (I'ado  iioo^ot  lat  loo-  is  oxixn  tod  (o  ho  oomi>|,dod  in  hilo  IDTs  op 
viivU  lU7i>. 

No<:otia(ors  at  fho  |mv\  iuii-  -i\  rounds  of  (rado  no^roj  ia|  ions  conoon- 
tratoil  on  rvdnoiiui,  of  *anll-  ami  olimiiial  ioti  n(  (|nanl ilal i\'  -  ro-lrio 
t  ions  on  l  rado  \\\  mamifai  t  uivd  |)r(^du<l-.  Most  o"onomisls  hcdiovo  I  hat 
tho  sni*i'i'ss  of  tht->o  noirot  lat  ion-  has  ooni  ril)nlo(l  siirnificanl  ly  (o  tho 
ra[»nl  o\|»anMo!i  of  world  tiado.  I'tiitt^d  Stnh's  oxporlors,  liko'lhoso  in 
Dthor  oonnt  i  ir-,  lni\  ho»Mi  i^rniiary  hoindioia rio^.  I  lowovor,  (ho  provious 
rt)inuU  of  iH*^o(  ia(  ion-  luado  rola(i\o|y  h((lo  proorn^^s  in  lilxwalizinL^ 
trado  in  n^rriouhural  irood-  and  olim'ina(  in;^  manv  of  tho  non(aritT" 
inoasniv>  i  NTMs)  whnh  di-(oit  in(orna(  ional  (rado.  (  NTMs  inoliKh* 
inoaMiro>,  ol  hoi  than  t anils,  w  hioh  ri^j  i  ir(  imports  as  wcdl  as  moasnros 
whirh  artilii'iallv  im  iva-o  tho  lo\ol  (jf  trado.  Amon^r  tho  fortnor  aro 
import  quotas,  iovii  n  ti\f  piodm  t  s(andards,  and  ;ro\  ornmon(  procur<»- 
inont  prcH-odnn'-.  Tho  hiitor  inohnio  go\ ornmon(  (wpoit  >nh^idi(v<,)  All 
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oouiitrioH,  iiiolinliiij;  iho  I'luttnl  States,  havo  mado  exttMisive  use  of 
NTMs.  If  surrossful,  tfio  roiH^lusion  «)f  the  pivstMit  rouiul  of  trade 
nep)tiatiotis  couM  |)n)vith'  n  iiuijoi*  stimulus  to  U.S.  exporters, 

iCxrhaUf/i'  rate  policy 

Since  11)73,  the  T.S.  (lovt'UMueut  tins  supported  the  uiore  tiexiblo 
ex(;httii;je  rate  sysleui  of  '  luanapMl  tloalin^'\  (Jenerally,  the  (lovern- 
nient  has  alh)\ve<l  iho  exrhau^e  ratt'  of  ihe  dolhir  to  be  determined  by 
the  intei'aetion  of  supply  ami  d«Muaiul  forces.  Thus,  until  November 
the  Cartel'  Atlminist l  ation's  stated  poliey  was  to  intervene  only 
to  (*ount«'r  ilisorderly  maiki»ts  (i.e,,  the  I'.S,  (JovernnuMit  would  buy 
dollars  on  iuu  i  iuiliomil  monetary  exchanges  when  tlollar  depreciation 
was  eonsidered  to  be  raused  by  speeulativt*  or  i)syrholo^ieal  forces,  and 
not  by  undiM-lyiii<;  ei  <)ni)mir  e()mlitii)iis).  Despite  criticism  by  a  number 
of  foreij^n  jjovcnuueiit  otlicials,  the  Administiation  allowed  the  dollar 
to  th»pr«'ciate  >ul)stantially  against  ^omc  luajoi*  forei^^n  currencies. 

This  policy  chunjji'd  souicwhal  in  November  VM>^,  After  the  dollar 
luul  apiiu  Im^jjuii  to  depiecia!«»  i'ai)idly,  the  (Jovernment  intervened 
more  actively  to  suppoi!  it.  I'he  tliscount  rate  was  raised,  and  reserve 
re(|uii'ements  on  larp'  liiu*'  ih'posits  wt^re  incn^ascd.  The  I'esulting 
hi^h(*r  interest  rates  wimv  cxpecU'il  attract  capital  inflows,  thus  re- 
lievinjr  pressui'e  on  the  dollai'.  The  AilminisI  rat  ion  also  announced  tbat 
it  wouhl  inci'casc  its  ^oM  sales  ami  v\ould  intervciu*  more  forcibly  in 
foreign  exchange  markets  by  e\rhan;^in^  more  of  its  foreign  exchange 
reserves  for  ilollars. 

The  (Joveriuucnt's  i»\«'hau<re  rati'  jiolicy  should  be  seen  as  an  integral 
pai  t.  of  its  expoi't  etl'oi'ts.  The  ;i:i'ueial  policy  of  allowing  the  dollar  to 
*lepr*'eiatc  may  result  in  an  imprt)\  euieiit  of  tlu»  price  compet  it iv<Mu»ss 
of  l\S,  g«H>ds  and  thus  an  e\[)ansiou  of  exports,  (There  is  evidence 
that  this  improvement  i>  already  takin;:  i)laee,)  lIoweviM',  tlu*  degree  to 
which  this  happens  will  depeml  on  a  number  of  factors,  including  the 
ratt*  of  di)mesti<'  inflation  lelative  to  the  I'ates  of  other  countries,  the 
degree  to  whieh  fonMgn  huycis  lespoml  to  price  changes  and  expand 
thetr  |)urchases  of  I'.S,  i»\|)orts,  and  the  extt'Ut  to  fort'ign  barriei*S  to 
I  '.S.  «'xi)orts. 

^Hht  r  f  t'orrrn  /nt  nf  pnaput ins  tind  polii^ii  s 

The  following  are  hiii'f  >uiinnaries  of  <)thi'r  (iovcrnment  programs 
anil  polieit»>  which  n>iiy  liaxi*  ( oi-  may  ha\i^  had  in  the  past)  the  effect 
of  St  ihudat  mg  I  '.S,  expoi  ts. 

yV/,/7/ iif  r.S.  rifl.rt  /fj<  iffu'diul.  Part  of  the  foreign  earned  in- 
«'ome  «)f  r.S.  ritl/cu>  residing  abi'oad  may  la'  excluded  from  in**onu*  for 
tax  purposes.  Some  obser\ei's  nuiintaiii  that  tlu*  stationing  of  t'mploy- 
c«'s  abroad  by  I'.S.  businesMS  is  iMj[)oiiant  to  tluMr  export  ju  tivities, 
Tlu>  tax  exeiusion.  it  is  suggestrd,  allows  moi'c  AnuMieans  to  live 
abroad  an<l  tims  st  imulati^s  I'.S.  expoi  ts.' 

Wi.sft  m  Hi  /nlsp/h  /Y  /'/v/<A  (\n pantfiaiK  Vov  some  years,  the 
Western  1  leinispluMe  'I'rade  Corj^orat  ion  (WIITC)  has  constituted  a 
limit*Hl  subsidy  \i^  \  ^\  exp<uts  to  tlu^  \Vt^>tern  Hemisphere,  To  qual- 
ify as  a  \V1!T(\  a  firm  nmst  do  all  of  its  business  otitsidt'  the  I'nited 
States  but  within  the  W  estern  llt'iuispheie.  In  addit ion,  JM)  percent  of 
tlu*  WHTC  s  Ineouu*  nmst  In*  from  the  active  conduct  of  a  trade  or 


S   Ivpartment  «»f  'rrofidury.  Office  of  Tax  AnalyHlH.  The  American  Preseuce  Abroad 
MiiU  I  S,  Kxport^,  by  John  MutU.  OTA  Paper  33,  October  1978. 
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business  (as,.|.|.<)sc,l  to  n.vivin^r  aivi.loiul  |)avin.Mits)  and  at  loftst  95 
normit  of  H...  piv.-.-.h,,-  thivo  y.-ars'  („r  tl,,.  lifo  of  tli..  corporation  if 
sliorter)  iii.oiiu-  imi>i       I'lum  oiitsido  tli,.  riut..,l  Stat.- 

Vor  l.rms  tl.at  .|i,al,fy  a>  a  WIITC.  tlu-rc  is  a  Mil..st«nt"ial  roduction 
HI  (axes.  I  h,.  ovn-all  HI.m  i  of  a  U'llTC  is  to  n>.lii.v  Ih,.  corporate  in- 
<'(»nic  tax  rat,.  Irum  |s  tn  :U  pcrcut  a  drop  ..f  II  fnll  pcr.-ciitaL'o 
mints  l)cs|.,tc  tl...  evident  a.h M.,t:i;rcs.  tlic  WMTC  nicchanisui  has 
iMcn  little  iiM-.l.  Ill  !<»,•_».  the  taxes  forejroiie  to  permit  the  WH'IX'  dc- 
iluction  aiiKiiinted  to  some  Id  niillion  dolhu-- 

n(.VV.M,MV  the  future  of  the  WIIT'/  i>  extieinelv  lih,it<-.h  The  Tax 
Ketonn  Act  ol  llt.f,  provi.h  d  for  a  fonr  vear  phasont  of  the  Wll'VC 
iM-iielit.  I-W  tax  yeai^  folh.u  in^r  m;.*.  ,|,;.  WHTC  u  ill  I.e  re|H«ah>d. 

f  fum,  .(,7  (  or/^oniflnn.     Ciitil   l!»7s.  a  ('|,ina  Trade  Act 

(  orporation  ((TAC)  r.aild  ohtain  a  special  deduction  that  conhl 
con.pletHv  elmunate  anv  T.S,  income  tax  liahililv.  To  tpialifv  as  a 
r         /-  r  '■'  ""  ""i.-  lest  and  an  ownersiiip  test. 

I'll       .•  '  ""1^'  ''•>\«-  '">'i<'  •"loHi  H. Hires  within  Taiwan 

and  I  Ion-  Koiio  1 1  he  oi  i^ri,,,,!  p,npoM>of  the  lIL'J  hiw  was  to  promote 
iMisiiiess  in  ('hin,i.  hm  aflrr  th..  ('<.nnnimi-t  takeovci' ( 'TA( 's  were  ro- 
Mncted  t..  hiiuiui  and  Ih.ii-  Koiii;  > ,  The  de(hi(  t  ion  wa-  further  liin- 
Ite.l  |,y  th.'  pi(.puiii,.ii  ,)|'  p;,,  \;,hie  stock  that  wa<  owned  by  U.S. 
eiti/en^  or  rc^id.'ui-  <.|'  II.-iii:  Kotii;'.  Taiwan  or  the  I'nited  States  [f 
H'<lperccMl  „f  ilu.  -tnck  met  t  he  o  w  nei  sh  i  o  t  est .  a  1 1  I'.S.  corporate  tax 
lialnlity  would  h,.  climiiiate.h 

In  addiiii.ii.  di\idrii,|-  p,,id  to  -.hi.tchohh-rs  who  were  rev:i,h>nts  of 
llciiiT  l\..M-  (ir  Ti.iu.ui  ueiv  not  Hihi.Mi  to  r.S.  lax.  In  other  words, 
a  t'ronp  <.l  Anw  i  i  an  .  ili/en^  thni  owned  a  ("TAC  and  lived  in  lions 
K«.n;r  Ol-  laiwan  uniiM  nn|  ha\e  to  pay  anv  I'.S.  rorporate  or  indi- 
\  i<hial  income  laxi  -  on  <  "I'AC  iiu  onie. 

Mnch  like  Wlirc,  !he  CTAC  .ippcaled  t.,  I.otli  law  material  pro- 
.lu.vr.  an.l  u  h.  ,le^  i  l.i |!e,  ni^e  of  the  ladi.al  chau-v-.  t  hat  took  place 
'"••"'dan, I  Chin:,,  thr  (TAC  pioxisio,,  ua<  lilll,.  u>ed.  Simv  emict - 
'"<•"<  «'l  iIh-  |-ioM.:,,n  :n  I'.iJJ,  nc;nl\  ;;(i(Miini-.  Iiad  heeii  in.'orporated 
'H.der  t|„.  A.  I.  |„nv.  \r|-.  llie  Ilia  joi  il  V  of  the-."  hrms  were  no 

lon^.-vr  111  .■\i.|,n.v.  ■,,!.!  oii!v  four  were  acliveiv  .■..iidii.  t  iii^  a  l.iisiness 
rn  Hon::  K.mio  ..i  I  aiuan.  \  inlrc  the  Tax  h'eloiin  A<  l  of  iDVC..  dedne- 
ti.UK  Mii.l.M-  (h..  <  T A  u,.iv  piia^ed  .lowii  end  th.  n  .  llminated  for  tax- 
aliji'  vt  :ii  -  iH'iiimiin:^-  a  li,  r  I  )t  .  ,11  il  .er  ;'.  1 ,  1 1 '77. 

r,,,v/ r,.  ,/;'  r,„y„, ..,,.'  ■„/,  ,  .r/>or/  w//-.v,V//,     ^nu/  /'iih/lr  I.aiv 
'.M'  l..n',>  luo  ( 'ommodity  ( 'iv.lit  ( '..iporat  ion  pro- 

.-rani>.  tie  ,■\\^^■,\[  ~ul,  1  li,  -,  and  hailcr  pio-iam-,  weie  formerly  used 
to  -  timiilaie  :i-i  !.  iihina!  c\|.oii~.  hiil  are  now  inactive.  I'ndei-  the  ex- 
port -iih-:dir^  pi  .  -1  am,  (  hr  (  ■('('  pi-o\  iilcl  direct  -^iil.-id  ,  payments  to 
export  of  ^|M',  i(ir  i  laiiii  rommod it  ic-.  Tlu'  Hih-idi.'-  were"  iiilcud.'d 
to  comp.M  ale  c\|.M!i,M-  lor  ih,.  d  1  th'iriil  ia  I  hctwecii  the  world  market 
prii-e  ;in,l  ilir  !n:.'liiM-  1  .S.  price,  makiiii;-  il  ('.■onomi.-allv  h'a-^ihle  to 
i  xjxirt  r.S.  jMo.hi,  !  .,  |."i-oiii  to  l!t7;;,  n   no-t  ;t(i  percent  of  I'.S. 

•'i-'''""'dii;r:il  cxpoii.  ir,  ,  |\i  ,|  h  •.iili>idie>.  The  payment--  were  sns- 
pciidc.l  he.  aii-e  ihe\  were  (oii-idered  no  loiie-er  ncre-,vat\-  to  promote 
export-. 

■  C..t,.:p.s ..,.,,.,!   1;,  ..  ,!■.  ^    >,  rw.v    ■  rnli'iKlill  for  CS    .\ lTiciiIi m  hI  TrH.li'  Csniewlnti,'- 
•  •I'  ill    !•  'J'J>- 
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Under  tlie  barter  program,  betwe^^n  1964  and  11)74,  the  CCC  ex- 
cliAnirt'd  surplus  ujrrUMiltiiral  (c  nuxlitios  in  its  8to<  ks  for  foreijrn 
stnitogic  inati  rials  or  «?(kkIh  and  M^rvicos  noedml  by  U.S.  Government 
agiMuies  (primarily  the  l>i»fons4^  DopailmiMit  and  t ho  AjpfiMicy  for  lu- 
lonuitioiial  l)rvrl()pnu»nt)/rhr  bartered  commodities,  which  accounted 
for  perciMit  of  total  U.S.  a*;i*iculturul  exports  in  l!)(i4 -1!)74,  were 
intended  for  foreijjn  customei^i  who  did  not  have  suiFu  ient  curi^ency 
to  pay  for  tlu^ui  bin  had  materials  nccih'd  for  U.S.  stratej^ic  stockpile. 

/K  ft  rrul  of  'nt('<miv  of  controlled  foreign  carparatiom, — The  forei^ 
.Md>sidiary  of  a  U.S.  corporation  is  not  taxed  on  the  sul>sidiary\s  m- 
come  until  tlu»  income  is  remitted  or  repatriated  to  the  U.S.  parent 
company.  The  deferral  of  I'.S.  tax  liability  (Continues  as  h)n^  as  the 
income  is  reinvi»sted  in  th<»  subsidiary  or  other  foroijjn  subsidiaries. 
A  tax  ( KMlit  i>  allowed  for  tlie  amonnt  c)f  foreijjn  taxes  paid  on  i*e- 
patiiat(Ml  income.  To  some  (»xtenl,  the  special  tri^atment  of  foreign 
>ubsi(liary  income  may  stimulate  U.S.  exports.  For  example,  the  es- 
tablishment or  expansion  of  a  forei;^n  s(d)sidiary  may  recpiire  exports 
<d*  <^ap*';il  <jo(kIs  or  other  inputs  fi'om  the  pariMit  company  to  the 
subsidiary. 

v/'r/.v  /^7c///  I  fi  rf  sf  nu  Jit  ('orpor(ft}<ni,  'V\w  Ovei-seas  Private 
lnv<\stn)ent  (  oipoiation  (C)!*"!!')  is  a  US.  (JoviMumeut  a ij^Micy  char- 
tered to  en<<>uia«;e  U.S.  pri\atc  inv(\st menls  which  support  economic 
ile\ (»lopnu»nt  in  de\(*h)[)i!i^r  <'<,init  ries.  It  provides  a  number  of  services 
an^l  inctMitist's  t<>  |\S.  companits  inv(»>ting  abi'oad,  incbidinj;  insur- 
ancc  of  i)ri\alt  iu\c-tineni-  against  polifiral  risks.  I^iki*  tax  deferral, 
( )IMUV  cniMMu aj^t'inrnt  nf  U.S.  foici*:n  investment  may  stimulate,  to 
some  c\tent,c\p()i t>  to  fonMirn  siib^idiarics. 

/'\wv /'////  tntlififnj  ^,f/rs(  />/viy ;•<////.  .-The  U.S.  (lovi^rnment  provides 
rr«Mlit-  and  loan  i:iia raut(u»>  tlir*)»i;^di  tlu»  Department  of  Defense  to 
li  itMullv  t  nuiit  I  i(*s  for  t  he  piMvlias(M)f  I  '.S.  military  ^oods  and  SiM'viccs. 
Whih*  I  his  prt)i:ram  is  u-ed  pi  imarily  as  a  tool  of  U.S.  forei^rn  policy, 
i(  provi.h^^  -urnitiraiit  -upport  for  (hden><*  I'clated  exports. 

ffift^i  ntii  A  r'orei<ru  Trade  Zone  (or  fit^e-trade  zone) 
is  a  u  airhniiM' or  iiianu fart  iM  in*r  J^ca  approvi'd  by  t  be  Depai  t  ment  of 
CoMiuh  iv<»*s  Koreiiin  I  laile  Zont^s  Hoard  to  i-eceive  imported  goods 
without  t'oriiial  ( 'ii-tom-  (Mil  ry  and  without  pavnieiit  of  duties.  The 
ti-r  of  :i  /.oiU'  Ih  iirtits  w  \  '.S.  c\|>orter  primarily  iH^canse  duties  are  not 
Mppheij  on  iiupoit.'d  materials  or  components  used  in  manufacture  oi* 
a^cmblv  \\\  the  /our  if  ihi*  lini-lied  product  is  exported. 

Ihfftj^h  •fu^h,ir/,^s,  \  I  .S.  e\port(M*  i>  entitled  to  a  duty  diawback 
K)V  rt^fmi.l  of  pre\  lou  iy  dt^p^xited  eustonis  duties  ass(*ss(Ml  oil  imported 
produi  l-  that  are  in.  .m  porat^d  within  an  exported  timshed  product. 

I'  x  lui^fir^n  fro/,>  h\  ih  ml  /  jii  ss  tii.ns.-  Salens  for  export  are  exempt 
from  l-'iMln  al  n  taiirr's  t^xci-e  taxes. 

\Vfhlt  l'ntfHni>^  <f.s<orhifii>fis^  'Y\\v  Wid)b  Poniercne  \r\  exempts 
I'xport  trade  a  -o.  iatioiis  from  the  ban  on  certain  activities  whicii 
wouhl  otluM  wisi^  Mohite  ant  iti  list  hiw>.  It  providt^s  a  lejral  basis  for 
r.S.  companies  to  pool  their  etVoits  to  (^x|>aiid  (\\p()its.  However,  it 
haslhul  little  ••tlc<M  on  U.S.  exports. 

/•*/>/>/////  ^/''A  '  >.  nilattMal  assistance  pro<zranis  incrtMise  the  for- 
(Ml»n  ilcinaml  for  I  S.  expoi  t^by  the  iisr  of  so-called  'Mied  aitU,  wbi(*h 
resti  irt>  Hie  u  e  of  iid  funds  to  the  puivha-c  of  \  '.S.  products.  In  rtddi- 
Hon.  they  ^oiuetime-  create  a  dtMiiaiid  for  U.S.  i)i'()ducts  wbicli  remains 
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l«  .lal  ,,|  ,„n;:n,i.>^  on  I  .S.  .xports  ,.sl„n.t...|  that  ..,.1,  .lollar  of 
rS^xporK''"^  '""'"^       "  i'' 

.^iiit..  i.-^M.II,  ..  ut  nli..tl.,  i  Nil.  v  ,uvtir  at  \unur  or  al.roa.l 

'Z^J  ::  tman-  .al  m.vMtn...  a.v  va.  >  .x..n.,t' o'::  1;,;     S  j 

In  ndd.tini)  tn  tinath  i;i|  irhvutivr-  nio-t  Kt  it..  k.  # 

...  V.  I,    I  1  •  •     •  ill  I  >  I  .  ,    I  U«  »l  ;i  M'^   <  <>n<  I  Icf    SIMM  IIIM  l'< 

a  I  mu  M/...  l.uHM..s>...  w.tl.  ,1...  pn,.-...!.,,,..  ( .I.H  nnu.ntation,  li- 
lu  K.lr.al  (,ou-inm.nt  ^nant^  ^.-.u.ooo  to  .-ach  Slat.,  to  a>sis(  in 

|»nil.lin^r,.x|,oit  .|r\.  |o|,nirnt  l.l-Oir,;,,,,-^. 

IV.  <iovi;i:n  \i,  N  ,  .,M,.,,sK„  nisi n,  ,..n  ,  i\ i  s  iixi'oirmt.s 

.•.Kuhiion'"!!!' '■|''M""';".v  ru.nplain  tliat  va.iou.  (Un.nunvnt  laws, 
AJUl.itioii.  and  |,ol„  H.^  Iiav,.  tl„.  .  tlrrt  of  ivsl i  irt  iii-r  ».x|)ort^  Soiii,.  of 

>nif..i  tia.h  .  o||„.i.  ivlat,.  to  ( iovcin.iinil  i.,ra>uiv.s  w  l  icli  .rni,>rallv 

I    T.  >.  .'xpnit.-  oi,  foinun  niaikrts.  Th.  followiiijr  is 

T»M  •         'M'-'I'WM  ,„  iKiva  n.-o,ai  Jv,.  ..(IVn  on  T.S.  rxi.oits 

I  h  -  li.    IS  intoiHl...!  only  to  ivtln  t  tl„.  vir ws  of  , l.os.  ohsn  vr,;  u  |  o  s 
a  I.,,.  „.  (;ov.M,iin..n.  poli.a.s.  (inn.all'  tl 

,3isio,,!  <'"^"'"-.i.'nt  inca-nivs  rannot  1...  ,lH..rnmu>.r  wit h 

«"  |»';-  Wo.M  War  II  ,,,,,,,,1.  ,-.s.  ..xpoit  .■oi,ti-,.|  Irm.lation 

s  ..nn.ainol    in...  .ational..  fo,-  i.npo.n...  ( iov.Mn.nn.t  ivsTiirt  on 
•     «       «-xpn.t.:  ,1,  to  pivM  i  v,.  national  MTinitv:  CJ)  to  pivvn  t 

>.  .m    (o)  to  pio.not,.  I   s.  foin^rn  ,.;     ,„,,  ,,„„,,,|,  |,^,.. 

MM  .   nH.>,  t,v.,,H.n,lv  to,  national       iinty  pmpos..,  piimarilv 

«»mnii«>.  I  lulrr  |„.  Kxp..it  A-linmot  rat  ion  A<f  o(  VM\[)  (KW)  tlio 

r::;;;'';'^  •-"■■•'KyM-'s  ..f  .....i.  o..  t'::ii.;o^^^^^^^^^^^^^^ 

»  M  '""ti  il.iition  to  tl>,.  inilitai  v  pown- of  a 

P«'<«'"nal  a.lvrix.iy  an.l  u„nM  also  l„.  .l.tiinM.nta I  to  fs  ii,,io  a 

nt.  p  Mi  ni.  hav,.  h.vn  ,.>u.-.l  on  applications  tosHI  lii-l.-(.Ml,no|o.A 
p.<Kll.r(storoniniiim-t  ('(nintiii's.  • 
Im.mi  wIkm  li.viiM..  a.v  nIt.inalHy  app.-ov.Ml.  tlu-  nat.onal  srniii.v 
oxp<.,1  ..ontiol  pn.^M  anioft..iMnvohrs.|..|av  i..  art  i.i^r  on  appli.  at  ions 
A  IhonirhtlM.  VMM  n.aioiitv  of  applirat  io.is  a.v  l,a.Hll..,|  n'uiinHv  ami 
«|UMUy^>,.nir  applh-ation^  involvinM.  maj..!-  ,>xpoil  sil,>s  lake  1oii;;(m- 

K«rli,  MultilHI,  rr  .-..l.  .\l..r,l'  i:  ^,.77  \nrlnhl..s.  I,y  IMyniMn.l  ,\I."uru  un.l  Warmi  K. 
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Ihk'husc  of  I'xtiiiLsivo  interagency  ixwiew.  liiisinessiiien  often  complain 
that  such  ilchiyscan  i  csuh  in  the  loss  of  contracts. 

Korei^fn  policy  e\iH)rt  controls  arc  also  administered  by  the  (>om- 
iucrc(^  Department  after  interagency  tliscussions,  primarily  with  the 
State  Department.  Prominent  examples  of  foreign  policy  controls  are 
the  following:  general  einburgiH^s  on  trade  with  Cambodia,  Cuba, 
Nortli  Korea  and  Vietnam;  tlic  economic  boycott  of  Khodesia^  de- 
I'lared  in  com[)liancc  with  a  Cnitcd  Nations  Kcsoliition;  hmiian  rights 
restrictions,  such  as  [)n)lul)it  ions  on  exports  of  military  or  police  equip- 
ment to  South  All  u  a;  ad-lioc  ivstriciions,  sucli  as  ileiiial  of  u  license 
to  export  certain  /j^chxIs  to  Libya  iRH'ause  of  its  alleged  supi)ort  for  in- 
ternational tciron>in;  and  the  routine  referral  to  the  National  Secu- 
ruity  Council  of  applications  to  export  oil  and  gas  equipment  to  the 
Soviet  Union, 

The  KA  A  also  autlioi  i/.cs  the  Dc[)artincnt  i)f  Commerce  to  restrict 
ex[)oits  in  order  to  protect  the  ilouicstic  economy  from  excessive  dmin 
of  scarce  luatciials  and  to  reduce  the  intlat ionaiy  impact  of  foreign 
purchases.  Short  su[)[)ly  controls  arc  cuirently  imposed  on  expoils  of 
pctrolcuui  and  pctrulcuni  products  mid  were  in  tlic  past  imposed  on 
other  material>,  such  as  ferrous  M  iup,  soybeans  and  an  array  of  other 
ay:ricultnral  products. 

/i<'stnrf!()/t,s  on  I  \S,  fnnft  irlt/i  (")fn  fntmisf  countries 

In  aildition  ti)  t'X[)ort  controls,  there  arc  special  restrictions  on  trade 
with  «*ommuu!>t  countries  which  have  iudirectly  limiti'd  the  volume  of 
r.S.  exports  to  those  markets.  'V\\i'  most  im[)ortant  of  these  arc  restric- 
tions on  theextension  of  most  fa  vorcdiuit  ion  taritf  treatment  and  U,S. 
(JoveruuuMit  export  credits  to  those  countries.  An  amendment  to  the 
Trade  Act  of  P.*7t  conditions  the  the  e\t(Mision  of  MF\  treatment  and 
( ioViMumciit  credits  to  conununi>t  countries  on  compliance  with  cer- 
tain fi'cedoiu of cuiimat ion  provisit)ns.  The  Export -lm[)ort  Bank 
.Vmcndnhiits  of  11^7  I  phi  res  a  ?^;>0()  luillion  ceiliiiy:  on  lOximbank  credits 
tothcSi)viet  Inioii  aiul  a  It  >  mill  ion  sulK'cil  iniif  on  credits  for  exports 
td'  energy  related  ;^*oods  or  ser\  ices  to  t  he  Soviet  iJnion. 

Ii*'ffi(h(ti<ni  of  tlu  sv/A  <tf  niHidtrji  t  fjuipnu^nt 

*l1u  ri*  are  v  arious  liiuital  ioii^  on  the  t»xport  of  military  e(|iiipmeiit. 
The  Arms  Mvpoit  ('oiitrol  Act  re(|uires  that  diriMt  military  salcvS  l>e 
lieen-i'il  by  t  he  I  )epa  rt  meiit  of  State  s  ( )ni<*e  of  Munit  ions  Control.  The 
Uene;^()l  iat  ion  Koai  d  reicully  amended  its  re/j^ulat  ions  to  subje<  t  for- 
ei^jfii  iiiiluaiy  >a  le>  **onH  ;u  ts  to  i  iMie;j;o|  i;it  ion  (i.e.,  n^'apt  unM)f  **(^xces- 
>i\e*'  pnilit>  maile  hy  a  I  .S.  jnann  fact  iiri^r  on  arms  export  sales).  Con- 
(raet  -  for  >ales  brok(  led  l>y  the  1  )epa!  t  nient  of  Defense  undcM*  t  lu»  Arms 
l\\port  ('ontrol  Aet  twr  >ubje<*t  to  most  of  the  Arnu'd  Services  pro- 
eureun  nt  i ejrnlat  ioii>.  l''inall\  .  iMi  May  UK  1!»77,  tin*  IM(»sid(»iit  an- 
nouni'cd  a  policy  of  com iMit iona I  arms  transfiM*  restraints,  implc- 
m»'Uted  h\  \  arinu^  cont  rols  on  militai  v  hardwan*  exports.  Anioiif^  the 
eontroU  i^  a  pitihilut  ion  (Ui  tlu»  I  nittnl  States,  hein;;  the  first  supplicu' 
(o  inlrt>dMer  \u\i\  a  !h  tj^ioii  Dew  weapons  systems  which  would  create  a 
new  o!  hiu^lier  eonibat  capability. 

Antitrust  ln\rs 

Cnder  l\S.  antitrust  law,  a<'ti()us  oecurriii;L;  in  foiviffii  countries 
which  have  substatitial  and  foresc»eabli'  idfei'ts  on  domestic  coininercc 
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?W  !^  V'.  •  '  '"'^'^'l'^^  JuiLsdiotion.  Many  busi,.,.ss.noM  complain 
that  tlH'  antilnist  laws  mhihlt  tli.-ir  overseas  ;iel ivities.  The  iiinior 
prohloiu  IS  apparent l.y  the  uiuertainty  of  applieation  .)f  antitrust 
aws.  liusuK'S.men,  reliutant  to  risk  antitrust  violations,  may  sonie- 
imes  limit  t  u'ir  uivolvenient  in  intorimtioiuil  business  activities,  thus 
losing  j)ossil)le  export  opportunities. 

Hnsiiicssnien  maintain  that  a  luajorai-ea  of  nneertaintv  is  theostab- 
llshnient  by  {  .S  tu  rns  of  eonM.rt.ti  to  l)i<l  on  foreijr,,  projects.  The 
Wobh-Ionu'ivne  Act  provules  an  antitiust  exemption  for  domestic 
hnns  ,ombmea  m  an  association  for  the  export  of  "^rooils,  wares,  and 
merchandise  im(h>r  certain  sinvifi...)  .•ondit ions.  However,  the  hiw 
Uoes  not  iiu-hi(h'  a  ^.llulhll•  exemption  for  tlu'  e.\[)ort  of  services— a 
|K)teiitial  area  ot  si^nilicant  export  growth. 

iXatianal  h'mumnnu  nhd  Policy  Act  (IV^k'PA)  invh'onniciUal  impact 

V.S.  exporters  h.-iNc  faced  nncertaiiity  over  whether  the  National 
Knvironinental  Poli.y  .Vet  (XEPA)  rc.uires  enviromnental  impact 
stutomeiits  for  I  .S.  export  liceu.ses,  Kxiinbaiik  fiiuuicin^;.  Overseas 
I  riyate  Investment  Corporation  msmance  and  other  (lovernment 
toroi;j;n  trade  pioirrams.  (  The  A^rt-my  for  International  l)ovch)pmont 
has  already  U'^nm  to  take  into  considcrat  ion  the  environmental  impact 
ot  forei^ifii  as-istance  projects.)  There  has  been  concern  in  the 

bn.smess  eommunity  that  cnvironinenial  constraints  mav  have  a  ne<,'a- 
tive  etl'ee!  on  exports  by  introducing'  dehiv  and  uncertainty  into  inter- 
nati<»nal  eominercial  transactions. 

Tho  NucK^ar  Nmi  Pii>lifrratiori  Ar(  ami  oIIhm- (lovi'iimiont  policies 
hjivo  11  nunilu'r  of  iv.trirtions  atlrctin/ir  n.s.  iiurlrar  and  mirlear- 
rt'latrd  rxports.  Imliistrv  <pnkt»sint'ti  claiin  that  thosr  polioirs,  (M)iu- 
biiuvl  wi(!i  <M)ni(>lr\  pnh  t  < liiia I  n  quirtMinMH^  foi  rvporl iii<r  imrloar 
fTiutci  ial>.  ami  (MpiipiutMH  liaV(>  niadt'  the  I  'ni;rJ  Stairs  IcSvS  oompet  itive 
in  international  niaik^l^. 

A  nf!'h()f/( off  V  .nn/  n  f/u/ation.s 

Anti  hnyriMl  auuMitliiKMits  to  tlir  Kxpoit  Adniini-li'alion  \c\  and 
tht'  Inti  rnal  mntain  nveilappinjx  and  allr<r<'dly  incon- 

sisttMit  pioiiihlt  ionv.  t-pt  itm-,  ivportin;if  iv(piirtMiuMils  and  sand  ions. 
Antitni.-I  law  in,p()-.<..  Mill  a  tlrvtl  -t't  of  Irvr^i]  con-l iaii!ts.  Hnsiness- 
Mu-n  maintain  that  \  rornph'xity  of  (lu*  I't'^rnlnl  ions  noalos  ron  fusion 
and  nrnrraintv  wliirh  ioiupljrati'  tin*  intiTnalional  a^livitirs  of  cx- 
porttM-s  ami  inhihit  pnt<Mit  iai  i  vporti'is  fi  om  riiltM  in;:  t  lu' ('xpoH  firld. 
For*  if/n  Conui^f         ficf  \  Af  f 

Stnn  '  Im-inc^^iiuMi  a-tMM  that  imrertaint v  ahont  the  nu^anin^^  of 
*MM*tain  piMviHoii-  (d*  tht^  F^'oivi^n  Coinipt  Practice-  A<'l  aM<l  ahont 
I>t*paitnn'nt  ot' .1  n^t  i.o  and  Smniiic^  ^nd  lv\rhaii;r«'  (*omini^>ion  rii- 
forronuMjt  |)nlnM<v>  will  iiduhil  many  internal  ional  hnsim^^s  Iransar- 
tio!i<.  Tiu'v  a-M  i't  that  the-r  niicertairit ie-  nvale  larue  l  i'-ks  whieli  may 
fon'o  tluMii  to  fo?  t  i:'o  »rrlain  hii^ines-;  opportiinit  i<'<. 

A  fnnut'r!  of  laws  ha\r  Immmj  passed  in  ivrcut  v.ai-^  which  i*estrii*t 
r.S.  rronnniir  and  military  a.»islanre  to  eotmlries  whieh  ha\*e  poor 
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records  ii»  the  oks4»rvanoe  of  basic  human  rights.  To  th(»  oxtcnt  that 
foivijri^  aid  atul  luililary  assistauro  generate  additional  (»X|)orts  (see 
above),  the  human  rights  piovisions  may  linut  U.S.  exports.  When 
making  decisions  on  h)ans,  guarantees  or  insiiraiu-e,  th(»  ()vei*seas  Pri- 
vate InvestiiK^nt  Corporation  and  the  Kxport-Import  Bank  are  al^o 
ivcjuircd  hv  law  to  lonsidei*  the  human  lights  records  of  recipient 
countries.  kximl)ank  has  di'uieil  h)ans  to  some  countries  witli  poor 
human  rights  ivcords.  Kxports  of  ciin»c  (»ontrol  equipment  to  most 
destinations  i(H|uirc  validatctl  hcensi's  from  the  Commerc(»  Department. 

Ihaltli  and  snfrtij  vxport  reshnetioris 

Feth^ral  rrgnlations  restrict  the  export  of  some  consumer  goods  that 
have  been  l):imietl  for  *lomestie  use  for  h(»alth  or  snfety  reasons.  An 
examph'  is  th(»  Consumer  Product  Safety  Connuission's  ((/PSC)  1078 
action  prohibiting  the  export  of  TKIS-treated  garments.  Aineudmcnts 
to  the  (\)nsmiicr  IMoilurt  Safety  Aet  passed  by  the  DHth  Congress 
lequiiv  anyoiu'  int*»nding  to  export  a  pro(bict  vvhicli  does  not  comply 
with  a  U.S.  produet  safety  rule  to  file  a  statement  with  the  CPSC  at 
hMisl  :U)  <hiys  prior  to  the'c^xpoiL  CPSC  is  reqiiiivd  to  notify  the  ap- 
propriate ptd)He  heahh  otliccr  in  the  importing  (Wintry. 

Cargo  |>rclVnMH'e  laws, such  as  the  (^argo  l*ref(Mvn(M»  Aetand  Public 
Resolution  17»  retpiiiv  tlu»  use  of  U.S. -flag  vessels  for  transportation  of 
I  .S.  (JovernnuMit  linauced  cominodil  i<»s  (including  P.U.  ISO  agricul- 
tural commodities  ai\il  Kxiiuhank  linauced  exports).  Such  laws  may 
result  in  higherex|>ortei-eost-  and  henee  lower eompet  it iveness— since 
foreigu  flag  vessel  freight  i:ues  are  typically  less  than  those  of  U.S.- 
flag  vessels. 

I.mrs,  tvijuladoih^,  Hfid  polich^  frith  In/flrrrf  rffrrts^  o}\  the  ('ost  com- 
/ft  flflr*  nrss  !>f  I'.S,  f  xportx 
Tlieie  aie  many  I'eih^'al  la\v>  .ami  regulations  whi(»h  do  not  (brectly 
alb-it  exports,  hut  which  mandate  substantial  capital  ami  other  ex- 
penses bv  r.S.  i-niupaiiie^.  >\*h(*u  passi^l  on  thri)ugh  pi  ii*e  inereases,  the 
result  luav  be  diiinrn-ln  M  eompet  it  ivtMu^ss  of  U.S.  <*xports.  Prominent 
examplcs'inrhidi* :  the  (lean  Air  .Vet;  the  Federal  Water  Pollution 
Contr*)!  At  t  ;  the  Oceupat  ii>nal  Safety  and  Health  Act;  thcToxie  Sub- 
slaiMv  A*'t  :  the  CoiiMimei  Proiluet  Sj»fety  .Vet;  mininmm  wage  laws; 
and  the  KmploymiM»t  KetiiiMni»nt  Incorm*  Security  Act  (PRISA). 

V.   rAUrHi  AU.Ml  MS  rKArinN*S  1M:u;KAM  KXCOiri'  CHOMOTU»X- 

niUKr  oKSi  iurnoN  and  kvali  ai'ion 

( )n  .^epti  inhei-  Jt^  lOTS.  lMi^>ideut  ( 'artiM'  announced  a  eomprehensive 
program  to  stinudati*  U.S.  exports,'  1'he  Administrations  program 
foeiised      t  !h  ^  e  ar»»as  of  e\pi)i*t  poli*  y  : 

[  1  )  ii\<  leaM'd  din»*1  a-^istanei*  to  I  '.S.  expoi  tcrs; 
(  J)  UMluet  ion  i)f  doinest  le  I  '.S.  harriiMs  to  (^\ports  ;  ami 
(:*»)  !r»lnet  ion  of  fi)icii:n  ban  iiMs  to  C.S.  (^xports. 
I'Jements  of  t  he  \\v>\  t  wi>  area>  are  iliseusseil  in  this  se(M  ion.  The  third 
mca>uie    r.S.  paitn  ipatiou  \\\  trade  i\egi)t  iat  ion^    is  not  a  new  pro- 

1  Cn-sUh'tir  Carh  r  s  statrmt^nt  Ih  ipprintod  li:  C.S.  ConKrosH.  Si»nnti\  Co?nn»itt<M»  on 
i'ltnimrrcr  s,  )uul  rninsportHtion,  Natlonnl  Kxport  CroKfttin.  UrarlnK.       h  CongreHS 

2d  M'sston.  SfptiMubor  JH.  CJ7S.  Wasblugton.  U.8  Govt.  Print.  Off..  1U7H.  pp  73-76. 
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posal,  l>ii«  II  roii(iiiiiiiii<*i)  o{  \ms{  policy  (st'c  iilM.vc.  p.  •':,;;)  No  luidicr 
disciissK.nof  il„.  (i;,,!..  n..ir..ti;itioi,<  i.  i,„.i,„|,.,i  |„.,v.  How-.-wr  it  isini- 
iMU-tanl  lo  m.t,.         .•,  s,„v....|-|,|  ,  oii,-hiH..ii  ol'  ih..  ni.  iviit  rom..!  of 

JlUUilulvnil   Ini.l."  \f;;oiialioiiv  roiil.l  pio\i,|,-  ,,   jnr  siiiiiulus  (o 

I  .N.  o.\|»oi-|>.  S  |,-,r  lv.  til."  Cari.T  Ailtiiiiii^l  rat lonV  [.olicy  of  allow 

injr  tl„.  ,  ,,|lai-  (o  .l.  pi.vial.'  m  1I>77  I'.iTs  (  wlii.  l,  was  ih.i  iumoimc'.l  as 
|)tti-t.«»l  tlic.-xpoit  pro;:ri:iin)  .•oiil,|  has. •an  iiiipoilaiit  si  itmilat  i\  c  t'lIVct 
oil  l;..S.  exports.  Taken  t  oy.'t  Iut,  tins.'  two  policies  roiil.l  l.c  iimk'Ii  more 
sij^iiiticaiit,  hdin  llic  slamlpoinl  of  export  expansion,  than  anv  of  the 
otluM- pro^'raiiis  aiiiioiinccl  l.y  I'loident  Cartel'. 

T\u'  I*iVsi<|,-iitV  propo>als  to  iiiciea^c  Wiivct  as>iMaiice  to  exporters 
pliuvs  major  einphasK  on  incte.iM'.l  export  ciclit  av-i-tance  both 
hxiiiil.iiiik-  and  (•('(•  >l,ort  lerii.  airridilt  nral  credits.  Ivxin.l.anU  direct 
loiiM.s  ..||-,.  !„■  inricaM  .1  from  sTuo  milli,,,,  in  KV  1!»77  to  >;:{.(;  hillion 
m  l'      1!>,!».  .•>hort  lenu  a-nciilt  nral  credits  aiv  to  he  increased  from 

f'''*; '"'  "  V'  '''"^  ''V  l!»7s.  (.\iithori/ations 

t<»r  holh  ol  these  iiK  rea-es  had  heen  re(iiiested  hefore  the  Pr('sid(>nt 
jiimoiincrd  hn  export  proirrani.)  In  hot  h  cases.  FY  1!»77  credit  i.ctiv- 
it.y  hiid  heen  at  low  lc\.  |~  ((onipaivd  to  the  early  l!»70s)  for  a  nnmbor 
oi  rcii.sons.  inchid,,,,,  ii,„ie  ivslricti\e  Icndiiiir"  criteria  and  re(hicetl 
deniiind  lor  I  ai^ricuh  mal  |)roihicts.  Th,.  expansion  for  KV  1!>7S- 
15>»!»  mark  a  rcHiinpt  loii  of  the  ii|)wai(l  ticnd  for  olli.-ial  i  red  it  a<<ist- 
anct'  of  t  he  eai  I  v  l!>7(is. 

Pl-oitoneiil-  <if  more  ( io\ .■rniiieiit  assistance  to  l"..^.  ex  port  er.s  often 
identify  othcial  export  credits  as  ,,nc  of  the  mos|  vahiahle  (Jovernnieiit 
pro^ri-iiiiis.  Ollicial  credit.,  it  is  maintained,  aiv  iie.vssarv  to  compcn- 
sidc  for  irap.s  II,  thr  private  liiiMiicial  market,  l-'or  .-xaniple.  it  isclaiine.l 
Ihaf  manv  loni:  (etm.  ii~kv  i^xport  transactions  would  not  h<-  (inanced 
I'v  private  institutions.  .Moivo\cr.  proponents  maintain  liial  I'.S.  ex- 
port cre.ht  proLiiani-  mns(  he  impro\rd  to  meet  the  coiiipct ition  from 
ji^^rivssivc  odicial  Icridino'  pro^riaiiis  in  otiiei'  comuries.  Acrordin;:  to 
adyocales  <d'  this  point  of  view,  ollicial  expoi't  credits  make  possjhie 
many  T.S.  export^  \\hn  li  could  not  take  place  without  them. 

Opponent.^  of  oili,  iai  export  (  ivdii  proirrams  (d'ten  maintain  that 
such  assistance  pro\  idcs  .mii  iiupli.  u  snhsidv  to  the  export  sector  which 
IS  not  needed  and  w  inch  ha-  the  ellccl  d  is| ,  ,i(  im;  piivale  investment 
dc-isions.  Ill  pan  iciil.ir.  they  ari^ue  that  iind(>r  the  current  e\cliaii^n> 
rate  system,  an;  expansion  of  exports  ivsiiltin.r  from  ollicial  cnMHt 
assislaii.-c  will  he  ntl'M  I  h\  shift  -  in  exch.annv  rates.  For  I'xample,  an 
nici-ease  in  1..^.  export .  tmd-  to  drive  up  the  vahi(>  (d"  the  dollar,  iiiak- 
iiiir  I  .S.  export^  more  expen-ne  and  imports  less  expensiv,>.  'Hins, 
appreciation  (d"  the  dollar  leinU  to  counteract  the  idh)rt  to  .-xpaml 
••xpoiis.  (  It  should  he  holed  t  hat  thi^  is  an  ari;ument  a^'ainsl  all  (!ov- 
eriinienl  eth.rt^  to  -.iimiihii,-  exports  under  a  llexihie  exc|iam-e  rate 
syslt'in.) 

Varion-.  ell'ort-.  lo  im  a-iire  the  "addit  ion.ality""  of  Ivxinihank  pro- 
jrniliis  11.,.,.  iJie  iiiiount  of  additional  export-  ireiierated  hv  the  pro- 
f-'''am~)  h;i\e   ■  to  ladie.illy  dillereni  conclusion-.  A  'rrc'asinN-  De- 
partment Mud\  eMiiii.iicd  ihii  ail  Kximhaiik  programs  ircrn'rated 
ahoni      hillion  m  I   S.  export  -ales  in  liscal  vear  1  !'7<;.  S.i.  f  hi M ion  of 
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which  WHS  attrihutnl  to  Kximl)aiik's  <liivr(  hiaii  profjnuii.*  Howovor 
u  slmly  l»y  ( \wi;riv>-iona I  Ht'srnivh  Srrvire,  usin^  a  tliirnvnt  inoth- 
<)doh>uv  ,.s(|„,.,|,.j  ,1^^,  ..„hlit,o,n,|  rxporis  of  only  $(>70  million  were 
p'lioraloil  hy  KxiinhaiikV  \U7{\  iliivtl  lriulin;r.^'  'Pj^.  (^irtcr  Aainiiiis- 
t  rat  ion's  iln  i>ion  to  i  \[>aiul  i'on>i(lt»rnl)lv  oHicial  export  rivdit  assist- 
aiuv  snnr^r^^sis  that  it  atviptiul  thi»  nion^'  optimistic  appraisals  of  the 
rllcchvcncss  of  snrh  proi/nniis.  IlowcviM",  the  Administration's  pro- 
j^rain  aKo  mrhidcs  a  \Av^\^v  to  nc^jfotiatc  with  major  U.S.  trado  part- 
ih'rs  lor  strirliM'  limits  on  olHi  ial  export  nvdit  assi>tan(r.  The  latter 
measjire  sn;rp,sts  a  desnv  to  hmit  the  use  of  ollii'ial  export  credits  in 
the  fnturc.  ' 

Ivstiinates  of  the  IkmicHis  from  tax  ineentives  to  U.S.  exporters  also 
vary.  Tlu^  l\)7i\  l^reasnry  DepartnuMit  |)IS(^  rei)ort  estimated  tlio  nk 
mcirasc  Ml  exports  attrilxitahle  to  |)|S(^  in  l!)7f  at  $4.!>  hillion,*  while 
a  (\)n;rn».ssu>nal  Kt^M'arch  Ser\  ii  i*  study  of  that  year  estimate<I  a  niaxi- 
imno  lu^t  increase  of  only  SIJ  hillion.*  The  most  recent  Treasury 
parlinent  report  est  iiuutcs  t hat  I)IS(^  may  have  increased  U.S.  o.ximrt.s 
HI  1!>7(1  hy  ahoiit  hillion.  and  snjrjrp.sjs  that  its  estimate  may  over- 
Mate  thi»  elhvt  of  DISC.  In  contrast,  a  report  coinimssionc<l  l)v  the 
Special  ( 'onimittee  for  U.S.  V  xports,  an  association  of  U.S.  exporters, 
estnnati^l  that  1)IS(^  <,rrnerMt('d  :r.(i.:{  billion  of  a<lditional  exports  in 
1!>7I."  In  the  casr  of  |)IS(\  the  Administration's  export  pro^rram  ap- 
pears to  Ih'  hased  on  tlu*  It^ss  optimistic  appraisals.  In  his  statement 
ol  >eptemher  lm;,  M>7^.  rtvsideiit  (  arter  maintained  that  DISC  was 
an  inellieuMU  iim*  of  thi>  taxpayers*  money  and  recommended  that  it  1k» 
either  phased  out  or  re\  ixnl  to  a  simpler/less  cost ly  form. 

The  President  recommended  rett'iition  of  aiiotluM*  tax  incentive  

tax  i-ehef  for  Anieriean>  eiiiploycd  abroad.  Under  his  proposal,  the 
t(»tal  tax  relit'f  In  U.S.  citi/en^  abroad  would  be  approximately  $200 
inillioiL  Hoih  of  the  tax  mea>m'es  in  the  INesideiit's  program  had  been 
propox^l  befoKMhe  (  xport  pro;rraiu  was  amioimced. 

rile  l*residerit  also  annouiu  ed  ji  sinrniiirant  expansion  of  the  export 
promot  ion  pro^^naiiis  of  tlie  ( •ominerce,  Slat(\  ami  A^M  iciilt  uiv  Depart- 
ments. The  (*ominerci'  arul  State  budercts  aiv  to  b(»  iiiereased  by  a  total 
of  Sjo  million,  and  eei  tain  a^^i  icullnral  export  d<'velopment  profrrams 
are  to  U»  cxp.indtML  The*  proposed  increases  in  tin*  Uominerce  and  State 
iMhl^^n  ts  focus  ^tjiiarely  on  what  has  been  a  ma jor  eriticisni  of  the  pro- 
;^^'«»'"«  ^'^^^^  't  hel|i-  lari:t»  and  expcrieneetl  tirm>  much  more  than  small 
or  medium  -um^I  limi-  wilii  little  irvperienei*  in  exportiiifr.  Tlie  Piwsi- 
dent  enipha-i/e  I  that  -'Uianei  firms  were  to  Ik*  fr'xwu  |ii;rli  priority  ill 

M   S    hrparfhuiu  nf   rr..jstirv,   VNiMitlntmilty"  in  tln'  ArtlvlUo^^  of  thv  Kxpnrt-Import 
wink  ol   rh.«  I  „it,Mi  Sf„f.-;    l,v    hr.ui  A    m  Unsa  iiiwt  WilllHtn  W.  Nvo.  in  C.S.  fnnKn'SM 
IImhs...  i  Miiiniif  f...  Mil  ItHMkitu'.  liniin..-.  an.)  \'rhnu  Affairs  SulM'om  tilrtfr  nii  nu»Tnatl<inaI 
Mm.!.'    liiv.'^tm.rif  nti.l  M.wi.'ary  CMll(y.  'lo  Ainrnd  and  KxUmhI  fin*  Kxnort  hnpt.rt  nnnk 
'    n.'int»i;s,  M.>tl   I '<.:iL'r»'ss.  LM  ^'ssloii.  MurrM  l.t,  I 10.  and  17.  1!»7S  Wnsh- 
MiL!..ti.  I  S  Oo\(   Cnnt.  Off.  i»p  71 

tJtax.n,.   Ja...    hiip;i'  «        «  nt»  CS    KxpnrN.  Corj rrsNinna I  U.wrarrh  Srrvlro 

t>r«M|  rt'(nirf,  April  '2'*. 

\  S  I '.•|.:«rfm.  rit  nf  '1,..  \n  ixuiv  Tfi,^  0|M'rallM!i  iuid  I'.fftMt  .»r  \]\v  IhuiM'stlc  Intrr- 
lu    i'HmI  S  ;!|W  CMrporaruui  I .rt!isla t (on  ;  l«>7*t  AJunial  Kt'|"»rt.  April  l!*7s. 

M'.it  rM's^i,,n;il  K.'srjurh  S.-r-vir.-    Tiir  pnmrNtii'  I  ii !  rrrii*  t  i .  .f  I'a  I  SmI.'^  i •  rpura  t  j .  hi  himI  Oh 
I  ffiM'tv  ,>ri  (*  S    r..rrl/t}    Traa*'  and  rnrmpIoyuH'nt.  hy  Jattr  Orav»'ll»\  K^ut  Hiisrlio**  find 
Warr  II  C    Kurh    Mujrilifl    Tti  trj  i;,  Mhv  4.  n»7tl 
I  U  sr  i«»7r.  \hhM.ii  L.-po,  t  lip  l  it  ,  p  jo 

r.    li'i  '    ih<  .   If).'  ili-ntiMiiiir  Ilff.M'ts  of  OISC,  a  stihlv  ("..nmii^^iunod  bv  tbt» 
sprrlal  •  oiujiiiifr*'  f.T  I   S   lixp.jrts,  Si'pUMiila»r  17.  lt»7r». 
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aiult,>,,vpo.s.v\.nnuM.,,,,o(l,,ri>(ofo.vip:i,uv;Ms- 
m«'ot  iiutinl  expor  t  iiiiirkrt  iii;r  ,.,)>ts ;  ami 

'''  '«;'.«li<i<'".H';'  l'.v.i.|..n!  a.u.u.in.T.l  (hat  the  Small  Hi.sin.ss  Adnmi- 

inl'^^^^^^^^^  '  l"-..l.!-.n.  .nv„lv,nKov,.,s<>assal,.sor  initial  n.arkot- 

nx.<l  for  US  lac  k  ot  m((m,I  ,un  to  ,I.Mw-^,|>^,t•  Mnall,  in.vvponenml  bj^^^ 
'  '""'n  l'""""'"  <-^''''n.uM,ls'pro^Man,s  are 

:  •  '  I-ar^voxpurtns,  th.y  u.ainh.in,  hav. 

u  1  'T'l'"''^  |"Mn.t,Mt..  f,„vip,  ,„a.k,.(s  an.l  .xpan.l  export 
>..U>  .th,.„t  <.r.v.Mn„uM,t  a>>,.lan.v.  V.t,  it  all.pMl,  tiJ  latter  l.uve 
Kvn  tl...  prnuary  iH.uehna.  „f  (luvm.nient  assistai.co.  However, 
there  is  n.,t  imaiiiniK y  an.nntr  l..i>inessnien  on  tliis  p„int.  Some  ohserv- 
syi^i^ot  that  attempt,  to  irm-rate  a  major  expansion  of  expoits 
from  >mall  an.l  me.lium  si/e.l  tirnis  are  futile.  It  is  sometimes  suir- 
^'.'s  e.   ,  ,a  hrn.s  are  nr.(  s.nte.l  for  exportin^r  ,|ireef  Iv, 

»>'|l  »l.a  then-  ml.,  m  uKen.at mua I  trade  uill  eontinue  to  U'  eonlinod 
pnmarilv  f o  Mil.,  n„t ,  ;irt  in^r  f,,r  Hie  lar-e  eorporat  ions  wliie],  have  tra- 
ditionally dominated  C.S.  exports. 

Hidurtioii  of  doiiu  st ii-  harri<     to  t.r parts 

Despite  many  coniplaints  from  husinessiuen  al.out  GovernmtMit- 
imposed  liarriers  t..  exports,  it  is  nnelear  to  what  de^nee  various  (fOV- 
ornment  prolan,.  h:,v,.  iidiihiled  export.s.  There  i.s  no  way  to  measure 
Ml  pieeiM'  .|ii;m!i(;,tive  term,  either  the  reduetion  in  exports  wliieli 
lesults  tn.iM  I-ederal  ivjrulat  ioii>  and  policies  or  (lie  improvement 
wlitrh  mi^rht  ivsull  from  removni^'  various  harriers.  Xevei-theless.  tho 
(  Hiler  .\dinimst  rat  ion',  export  expansion  program  is  ap|)are!itlv  hased 
on  the  assiiniptioM  that  M.mr  iiiiprovemeni  in  T.S.  e\|>ort  i)erfonuance 
eaii  result   tiom  an  iih  iv.ised  awareness  rai  tlu'  part  of  ({overnment 
admihi.tiatoi-sot  the  mii.nrlan.  e of  exp(»rts.  The  President  euiphasi/od 
the  need  t<.  adiiiiiii-^tei-  Fed,. lal  laws  and  policies  "with  greater  .sen- 
sitivity to  the  import an.v  of  exports.  '  He  aniuanieed  thariie  was  di- 
lyetiiiir  the  head  cd'  all  .h'liaitiiieuts  and  ageiu'ies  to  take  into  areount 
the  nossil.le  adv(.ise  etF-.  ts  on  expoHs  of  their  adiuinist lat i ve  and 
regulal(U'v  activities. 

The  President  aUo  aiinoiiiic  "<l  three  spe(.ific  approaches  to  solving 
the  proMein  of  ( Ion  ci  nmcni -iinpoved  disincentives  to  exporters: 

He  direi  ted  the  l)ei)ar(meiits  of  Coimiierce.  Stale,  Defen.^ie  and 
Agncultuif  to  take  export  conse(|uences  fully  into  account  when 
consiijeriiig  the  u>e  of  export  contix)ls  for  foreign  policy  purpows; 
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Ho  directed  the  Justice  Department  to  give  guiduiiec*  io  busi- 
nessmen who  were  iineertain  ahout  tlie  iippfieation  of  the  Koreijrn 
(%>iTU|)t  PrMrJici  s  Art  or  the  antitrust  hiws:  and 

He  issn(*d  n(»NV  piidelines  on  t\\v  applirahility  of  the  National 
Knvironnienlal  Policy  Act,  whieh  would  require  abbreviated  en- 
vironmental revit'ws  only  for  exjiortsof  nui'lear  reactors,  tinan<Mng 
of  expt)rls  which  loijjht  creati'  serioiis  piiblir  health  risks,  and 
certain  Fedrrul  actions  whirh  niijjht  have  a  si^fnificant  advei'se 
etfei't  on  th<'  (Mivironnient  of  foreign  count rie>  or  m\  national  I'e- 
sonn  es  of  global  import anee. 
VUv  initial  n^ai  tiou  to  the  Adniinislration's  pro^iram  siij^^ests  that  it 
will  not  ph*a^i*  many  obsrrvtMS.  Some  businc^ssmiMi  in  the  export  com- 
munity, while  a{)|)hiuiliM^  thr  program  as  a  first  step,  have  noted  that 
it  d<u\s  not  ad(hv>s  some  important  criticisms  of  l^S.  (tovernment 
j)()licy.  For  e\ani|>le,  frtM|UiMit  complaints  about  th(»  allepMlly  poor 
nianaf^i'iiicnl  of  (he  Comniercr  and  Stale  Dt^partment  exiK)rt  promo- 
tion pro^rains  are  not  (explicitly  taken  into  ac(u>imt.  Likewise,  numy 
of  tlu»  (Jovernment  programs  ideutilied  by  busini'ssmen  as  barriers  to 
I  xports  arc  not  addrt\<sctl.  Somr  obsiM  vers  suf^jjest  that  nuicb  dep<Mids 
on  howllu*  pti>;j:ram,  partinihn  ly       President's  dii  n'livt'son  barriers 
t(M*x|)t)rts,  will  1h»  adininisli'riMl. 

riu*  Admini^l  rat  ion's  export  |)ro!M()lion  pio^ram  also  faces  crit- 
ii-isin  from  other  |)(Ms|)rt'( i\ T\\v  ( JovernnKMil  pro<;rams  identified 
a>  harrirr>-  to  r\|)orts  are  pMierally  hein^  carried  out  to  pursue  alter- 
nati\t*  siM-ial  and  ecniioinir  iTiKils,  The  su(»cess  of  the  President's  pro- 
p«)sal.s  will  ile|)eiul  larj^clN  ou  how  nmeh  weij^hl  export  expansion  is 
jjiN(Mi  N  is  a  \  i-  llu'-e  ahernat  i\ e  ^oals.  Ad\ ocales  of  I  ln'sc  ( Jovernment 
pro^ri  ani^  will  |>r<)bal»l\  re>i>t  saeritiein^  I ht-m  lolhe^oal  of  increased 
ex|)ort>.  Many  |>eo|>le  brlie\t>  that  the  allernali\(»  ^'oals  are  more  im- 
portant lliun  export  e\|>unsit>n. 

Mon'0\"cr.  soitte  o]>ser\  er>  b(*lie\  (*  thai  iht'rc  is  no  need  for  new  (tov- 
ernnient  incentive^  for  exporters,  'they  |)oint  to  the  recent  improve- 
ment in  the  r.S.  balance  ^^^  traJc  as  c*\  i<leni'e  that  t'XchanjT^*  rate  fluc- 
tuations ami  e\|>:msi<ni  of  t lie  ecouomii^s  of  major  I  '.S.  t raile  partm'is 
will  i>!o\  ulc  -iitliri'-ni  I  .S.  «  \[H)rt  i'X[)an^ion. 
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LoDKiNd  Hkyoni)  thk  KiHii  11)  China* 
(H.V  .luniiita  M.  Kicps,  S'crctary  «)f  Commem') 

Tho  nish  t<)  ('liii,a  is  on.  It  is  muiniscont  of  tho  driv.'  totnido  with 
tho  N)VH't  I  nion  wIumi  ilotcnto  unfoiiled  in  U>7ii.  i;..S.  hnsincssnion  aio 
eafiN't  to  supply  nations  tlii,)ii^r|,„iit  tlie  work]  with  th,.  capital  and 
technolofery  that  they  st-ck  to  lu'lp  them  lu'coine  modern  industrial 
states. 

The  new  export  opportunities  are  welcome.  lint  tliev  foreslnnlow  a 
Himiihcunt  cxpuusion  in  worMwid,.  indii.v;tri«l  eapacit v"  that  will  even- 
tUHlIy  .itrect  world  tia(U'  in  fundamental  wavs  and  st'verelv  test  both 
our  oonanitments  to  free  trade  and  our  ability  to  compete.  The  emer- 
Ifence  of  new  centers  of  industrial  cai)aeitv  alMoail  is  a  challence  that 
to  ilate  we  liave  largidy  ignored. 

The  (lilemnia  was  captured  by  a  (|ue.stion  often  raised  durinir  my 
recent  trip  to  Imlia:  Why  .hn-s  the  Tnite.l  Stat.-s  continue  to  produce 
j(Oods  which  can  Ih"  made  moiv  cheaply  in  other  count ries^ 

An  answer  based  on  the  neetl  for  jobs  in  a  nation  with  six  inillion  un- 
employed is  nnpeiMiasive  to  a  nation  that  siiflers  a  hundml  million 
idU'—a  total  that  is  rou^rhly  the  size  of  our  entire  labor  force. 

It  IS  not  surprisiiifr  that  pressures  for  protectionism  are  stronjr  today. 
Ihcy  will  mount  as  worldwide  industrial  capacity  expands.  With  the 
help  of  Western  capital  and  tedmolofrv,  (Miina  iii  time  will  .selling 
machinery,  steel,  chemu  als  and  similar  ^roods  to  the  ivst  of  the  worhl, 
mcludmjr  the  I  nited  States.  Countries  such  as  India,  with  far  fewer 
resources,  will  intensify  their  demnmls  for  access  to  Western  markets 
for  products  such  as  tcxtile>.  with  whicii  the  worhl  is  already  over- 
supphetl.  The  .Soviet  rnion  has  ambitious  plans  for  major  new  fac- 
tories, built  with  Western  eciuipment  and  tcehnolo^rv  tt)  protluce  truck 
tires,  automobile  cn^rincs,  television  tubes,  even  blue  jeans.  The  imafff 
of  a  generation  of  ciird-carryini:  comrailes  clad  in  American-style  blue 
joans  ffivi^s  a.s  much  pans*-,  perliaps,  as  the  one  now  Ikmui;  offered  for 
rpfreslnnent  in  I*ekin^. 

As  China.  India,  the  .Soviet  Cnion  and  others  build  their  industrial 
bases,  they  will  make  for  themselves  thinjrs  thcv  now  buy  fmm  us, 
they  will  intensify  their  demands  to  sell  in  the  Cnited  States ;  and  thev 
will  compete  with  us  in  Thud  Worhl  markets. 

In  response,  we  can  retreat  into  fortivssed  .\merica,  erertinir  walls 
arouiul  domestic  industries  threatened  by  competition  from  "cheap" 
foreipij  laU)r  nnd  restricting:  the  transfer  of  capital  and  t.'chnoloirv 
abroad.  ^• 

♦Rfprlnfpd  hy  p«Tinl»«lon  of  thp  Wanhlngfon  Post,  Jan.  17,  1879:  A13. 
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But  to  do  so  would  incllicMont,  Uviuiso  it  would  Uxk  us  into  waste- 
ful patttTHs  of  |)rtHliU'tii)ii  autl  woiiM  violate  the  basit*  priuciplo  of 
*  (>in|H'!i!  i<Hi.  wlilt  h  lu^lju'tl  huild  !  lu^  rit'lu'st  oouutry  on  I'artli. 

It  would  Ik'  st'lf  th'sti Ih't'ausc  it  would  tri^^iM  a  t*haiu  of  simi- 
lar dtdVusivr  uh»M>uri»s  ari>un(l  tlir  worM. 

Aiul  it  would  \)v  \vvv>\nm^\\yU\  Imh^uisi*  it  woidd  i'oudt'uui  tlu'  world 
to  niisM'tl  opport  unit  it's  as  tlu*  i'Ufjriiu*  of  rhau^^»  cuiluMlicd  iu  I '.S.  eco- 
uoiuii'  powtT  with*»rs  from  Uu'k  of  <'()ni|H't  it  iou. 

A  Itoi  uat  ivt'ly,  wt'i  an  vit'w  what  is  luipp^'uiu^  as  au  (H)i)ortunity,  not 
a  t  lovat  au  o|)p*u  tiuiity  io  apply  our  n'sourtrs  to  tlu'  tliiujips  wo  do  host 
aud  uiost  rllicit'Ut  ly.  liu  ri'asiu^ly,  luuch  of  our  atlvautap'  will  lio  iu  tho 
lii^li  trt  huolo^^y  aiul  srivitT  uulustrit^s.  Iu(»n»asiu^ly,  too,  tlu»  (*hango 
will  iuvolvo  a  shi  iukiu^  *)f  oM  iudustrics  with  all  tlu»  paiu  that  such 
iloclino  rutjids.  Hut  if  \\v  lirlicvc  that  worldwide  ocouoniic  growth 
pnuuises  a  hettn-  lift'  foi'  all  mankind,  we  have  a  profound  responsi- 
bility to  help  ralher  than  hiinlrj*  that  pronusi*. 

Men'  n  eo^tiitiou  of  tlu-  ^tiius  fr(>iu  tra*le  autl  a  willinj^^^^^s  to  let  it 
*H'eurare  not  tMn»u<rh.  ( )ur  s»ir\  ival  as  a  world  leather  aiul  omM'oiuniit- 
luent  to  t  \pnu<hMl  tiade  eannt)t  Ih'  taken  for*  granted  in  a  world  re- 
shapeil  hy  powej  ful  new  pa !  i  iripaiU s  in  international  tra*le,  many  of 
whieh  ha\t'  hio^hly  emtrah/eil  eeouomies  aad  art*  capable  of  InMidin^ 
economic  th'ci-^ion>  to  political  objectives. 

Tosui'vive  aud  ad\  anct%  e(  t>iH)iuie  p*)licy-mak(Ms  must  lt)ok  fuilher 
ida^ad  than  is  our  custom.  We  need  a  cleaitu*  notion  of  probal)le  sliifts 
iu  the  ci)mp*)sit ion  of  world  output  ami  a  realivtit*  assessiuent  of  our 
future  c(MMpetili\r  >tren<:ths.  \\\»  need  to  sustain  an  ts'ououuc  envi- 
ronment in  which  industries  that  offer  tla»  best  promise*  for  the  United 
States  in  the  years  aheutl  can  emi'r^re  ami  prosper.  IIi<jh  (employment, 
ratiomdity  iu  I'eo^ulation  aud  a  tax  system  that  (Mu*oura<res  private  ini- 
liatiN  t'  shouhl  all  be  part  of  i  his  i  uvirouuu'ut.  At  the  very  least,  fjov- 
('ruuieul  sh(tuM  take  care  not  to  iruptMh'  industiial  develo|)m<»nt. 

In  short,  wt*  uet'tl  au  induct  rial  policy  t  hat  permits  us  to  take  advan- 
lji«re  of  the  tradr  opport utiit  ir-  tliat  lie  ahead.  We  m)W  lack  a  clear 
-*'n>r  of  direr!  it)M.  perha ps  bet'au.-*'  \\v  ci)ut  inue  t*)  think  of  om*  markets 
i\>  domc-t  ic  ral  her  t  ban  wtu  ldw  ide. 

Altlum;ih  the-r  MCr  not  nrw  i>sne<,  (Muna  dramatizes  their  impor- 
tiohr.  It*  imhi^lrial  th'\ t'lopiurju  around  the  wt)i'hl  is  to  be  a  positive 
I'otcr  and  it'  we  iwv  to  ctwnpctr  ctl't'ctixt  ly  with  pt)WtM'ful  new  et*ono- 
nur>>  now  hni'^tinii  I  hr  \vt)rld  >*'ene.  we  shall  ha\i»  to  tlo  more  to 
mipha-i/r  onr  indu-^trial  -IrruL'tb  by  pi'ov  idiui,^  the  cliuiat*^  uci't^ssary 
t(»  pnniit  it^  lull  cxprc-^-ion. 

In  HM  tMit  di^cn-MoM-  with  So\  irt  |(^adpr-,  I  >li*t»<sed  the  fact  that 
trade  it-elf  i-  not  our  •■oniUKUi  t:<>;jl.  'The  j^oal  \<  the  welblHMUji^  of  all 
pcoph\  and  li'.-n  hini:  that  i:<>al  i<  a  roiuniou  respoii^ibility. 

A  II  of  n^  w  I II  ha  \  t'  to  ad i u-t .  (  ^>un(  rir-  t  hat  >eek  our  mjirkt'ts  will 
lia\t'  to  op<-?i  ilirir-.  Wr.  \\\  u\\\<\  jn'c(»pt  I'apid  eci)nomic  evolu- 

tion a-  t>ur  »  ha !  t  r  r  and  ilral  with  il  with  t'oie-iirlit.  To  (h)  otherwise 
would  impair  ma  n  k  m*  1*^  cha  n«'cs  tor  a  bcttei'  life.  Ill-toi'v  will  juilfjre 
liar<hl\  a  L'rn*Matn»n  that  Tail-  to  meet  that  challen;/c. 

Tnliap-  r(»la  \u  <*hn^a.  xodka  on  l  .S.  tables  an<l  blue  jeans  on 
So\  U't  \  out  !i-  will  ln'l  n  ra--»'  t  he  wa  V. 
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tiaiea  tluiu  liv  tlu'  (>| unions  she  t'XpiVfvsoil. 

Iloi;  point,  [.rnlly  put.  ustluit  the  I  nitiMl  Stat.  s  ou-l,t  to  abaiuloii  its 
hUM,-  uulustrml  rapant  v  a.ul  nni.ort  tlu'  «oo(l,s  ,(  nr.ds  fn.nr  rountnes 
t  at  _nin  pro, hr.r  thorn  ••ruo.v  .liK  ivntly,  wink,  .•..ncontnitiirj;  on  the 
Nlmni^^^^^^^^^^^  <^>"'  «'"'»P"i-ativi"  .ul- 

Mix.  Kivps  is,  tli.'tvton..  .onti-nt  to  aivopt  "a  shi inkinij  of  old  in- 
Uustnos  vv, til  all  ilu-  pain  that  such  .h-rlnu.  uitails.'  on  the  irroimd 
hut    It  \v,.  I«.|n-v,-  ihat  wo.MwicU.  ,.(„„<,nuc  -rowth  piuinisi's  a  U'tter 
ito  tor  a  I  niankin.l.  w,.  haw  a  profouml  ivsponsibil.t v  to  holp  rather 
tlian  hinder  that  i>roniiM'.  ' 

It  M.,.|ii.s  to  in,"  that  tlu-  r.S.  S.-crctary  of  ConniuMa'  has  an  even  more 
protonnd  ohlin-at u,,,  to  ih't.-nd  and  .-lu'oiira^',.  tlu-  (rononiv  of  the 
I  nitcd  >latcs  and  th."  widl  lu  in^' ami  standard  of  livni<^  of  her  people, 
Which  Mrs.  Kn  ps  almost  wholly  disrepirds.  Are  Aiiieriniii  workers 
and  n|n.suM»,.rs  n.,t  tlu-  partu  ular  part  of  "all  aianknid"'  who  deserve 
lirM  ilann  on  the  attention  of  their  own  pnhlie  servants^ 

It  the  claniis  ..f  si\  million  jchless  Ainern-ans  arc  "nnpertiiuisive" 
eonipared  to  In.lnr.s  lod  million,  at  what  point  would  they  deserve 
eonsuh.ration^  W„„|d  n  1„.  ,„ily  when  America's  iiiieniployment  rolls 
lave  soared  to  India's  level  and  Amerieaii  living  standards  and  nntri- 
tiotial  ^tand^lltls  dropped  et|uallv  far^ 

Kxen  more  .ii>, ui  Iuhh;  i-,  Mrs.'Kreps"  misunderstandin;L,',  or  inisrei)- 
resentatuMi  of  the  faets  of  tra.le.  as  prartieed  U'tweeii  totalitarmn 
rnlers  ol  elosed  MM  i.Hes  siu  h  a>  China  and  Kiissia  on  the  oiu"  hand, 
and  private  Western  proiU  seekine;  rorpoiate  entities  on  tlie  other. 

It  IS  pre.  iM'ly  AnieneaV  hi<,'liest  teehnology  iiiik  Ii  of  it  developed 
at  puhhe  expense  th;it  is  lieiii.u  expoiteil  tor  private  profit,  nnder- 
iiiinini;  both  iiatiunal  security  ami  national  welfare. 

U  IS  the  outtlou  of  Allien,  an  <■  ,[>ital  to  Iniild  the  industrial  capacity 
ol  other  nadoiis  and  the  ahj.  ct  mu  render  of  American  markets  to  th"e 
products, d  tho.se  iiat  ions  t  hat  has  weakeiie.l  the  dol  hir  ami  sent  Ameri- 
ca s  hulaiice  <d'  payments  into  a  tailspin. 

When  Aiin  ru  a  lia>  decline.l  to  a  "service  econoiiiv."  dependeiit  for 
her  people's  daily  needs  on  foreiirn  indusliy.  what  then  ^  Will  China, 
liiissia  and  ot  her  ma iiu fact unuf^  count  l  ies." o;ovei  ned  hy  military  and' 
political  considei  at  lulls  rather  than  ,'omnieieial  interests,  continue  to 
send  Us  all  we  n.vd  al  .-iiipet  it  i ve"  prices^  The  political  Idaekniail 
and  hiiancial  .'Mofiion  inqx.sed  hy  the  Arah  led  oil  caHel  are  a  preview 
of  what  we  can  espei  (  vvlieiie\er  f.Meii^rn  ut,\,.|  iiiiit'nts  ^Miii  a  straiiirle- 

liold  on  t  he  I  .S,  e(  oliDiilV  . 

We  n.-ed  l<>  lia\e  Mil  iinliisii  lal  cdiiomy  aloiie^  with  everyone  else  in 
the  world.  W  e  nerd  In  have  I  ,S,  trade  laws  forced  that  steel  and 
(»ther  products  ;,ic  nm  dumped  into  the  T.S  market,  'I'he  Mihsiduvs  of 

tviml-^Tv'lVrllri'Nh.a'ci'r'^''  ''        ""  AL'i:.  l.rtt.-r  to  tli.> 
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exports  must  !>.•  hulttMl  l)v  fiifon-ctiuMit  of  our  countcrvailin^r  duty 
laws    »u)(  l>y  iUiDlIu  rt-xtfiision  of  til,,  waivt-rof  lliiil  liiw. 

Th."  r»'iiiark  in  |.a.->in;,'  iliut  ••*'ountri«'s  timt  s<'ck  our  iimrk^-ls  will 
\in\y  to  o|H-u  tluMis"  is  tlio  only  bri^'lit  spot  in  Mi-s.  Kn'ps'  niisjriiideil 
aHu-lc.  Mul  thf  iitt.  r  failiirr.  m)  far.  of  t his  an.l  nrt'viotis  aduiiuistra- 
tions  to  ,-vi-n  ti  \  i(>  l.i  in-r  tlw  flood  of  imports  an<l  the  outflow  of  tech- 
uolo^'V.  rapital  and  jol.s  into  any  sort  of  rational  halaui-c,  unikcs  her 
wonls  nicaiiui<r|(>.-s. 


y.  .; 
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RKHol.lTldX    NO.    ij«   INTtaiNATlONAL  THADK 

As  Adomted  by  niK  Urn  AFI^CIO  Constitutional  Convkntion— 

December  1977* 

U.S.  foreiffii  trade  and  inve.stnient  policy  must  be.  balanced  with 
Americas  nee(  for  jobs,  foreign  economic  policy  should  be  geared  to 

ntlT'wL"?-  '  i'V'""*^,'  ^•''•'"'"^  ^'coriomy.  The  Trade  Act  and 
other  legislation  should  be  ailmmistoml  to  assure  American  domestic 
production  as  well  us  to  encourage  world  trade.  Fair  trade  and  recip- 
nKaU-elations  are  basic  to  policies  that  will  help  America  and  the 

Negotiations  with  other  nations  should  be  based  on  the  needs  of  the 
U.S.  economy  not^ political  expediency.  The  goal  must  be  an  expansion 

vr     *i      T  reciprocity  and  mutual  benefit. 

iNew  legislat  ion  is  needed  to  regulate  exports  and  imports.  Exports  in 
short  supply  sliould  l.c  subject  to  export  controls,  import  relief  provi- 
sions must  be  designed  to  assure  ailecjuate  safeguards  for  the  U  S 
economy,  lax  poll,  les  need  to  be  reviewed  l)oth  in  terms  of  equity  and 
in  terins  of  their  imi)act  on  trade.  Imports  of  products  and  part*  of 
products  should  U>  made  ukMitiliable  by  clear  hibeling  as  to  country 
of  origin.  ^ 

Dumping  of  foreign-made  products  in  the  United  States  must  be 
ended.  Hoth  quick  eiifoircmeiit  of  existing  law  and  new  leijislation  to 
assure  government  action  should  l)e  udo{)ted. 

Uountervailing  duty  laws  again.st  imports  subsidized  by  foreifin  cov- 
ernM.ents  shou  d  be  speedily  enforced  and, no  injury  test  should  be 
required  for  siihsidi;-,..,!  imports. 

In  addition  to  these  unfair  trade  practices,  many  foreign  govern- 
ments control  their  in(lu>tries  and  iniuiagc  tlieir  eeoiiomies.  U.S  iJolicv 
an«l  law  liav*'  not  adjusted  to  these  world  chaiig*  s. 

s  on  imports  are  therefore  essential  to  assure 
that  I '..s.  industry  can  .levelop  and  remain  diversiticd  at  home  Like 
quantitative  restrainf.s  ahroad.  such  regulations  will  not  be  designed  to 
stop  trade,  hut  will  assure  imports  in  keeping  with  the  nation^j  well- 
1X5  ing. 

New  trade  harriers  have  been  ad(Ld  by  other  countries  in  recent 
vears— <iuotas.  tariffs  and  dumpiug  duties.  Most  countries  of  the  world 
have  unwritten  barriers  to  trade. 

The  United  States  has  piihlished  laws,  public  procedures  and  stated 
policies.  Against  the  background,  uegotijr  ions  to  re.iuce  tariffs  are  now 
going  on.  The  AI*U  (MO  uiges  the  .Vdm  mist  rat  ion  to  insure  that  cur- 
rent negotiations  ami  airreements  protect  the  vital  interests  of  Ameri- 
can workers  and  induslry.  This  means  recognizing  that  U.S.  tariffs  are 

T.!y  '''i.*''*?f"'''*"  i."""*"  •>'ini»ltfp»>  on  Ways  and  Means.  Subcommittee  on  Trade  Ilnfuir 
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already  low  wIumi  'oinpariHl  to  those*  of  iiuuiyothor  tuitions  and  that  the 
U.S*  cannot  rely  on  tho  types  of  noti-taritl  barrii^rs  that  are  ronunon 
practice  abroad. 

The  Overseas  Privat*'  Iiwestinejit  Corporation  (OlMC),  a  j^overn- 
inent  agency  that  insures  private  invest ineni  ahioad,  shoidd  therefore 
he  teriniiuited  as  soon  as  possil)!*'.  OIMC  hns  U'en  insuring  huge  inulti- 
luitioinil  banks  and  tii  ins  ul)H)a*l  ami  encv*  a^in^'  the  expoit  of  Aineri- 
ean  jobs. 

linpoi'ts  of  textiles  and  apparel  have  be(»n  sMl)ject  to  a  nndtihbro 
ai^reeinent  which  i^  diw  to  rxpin'  at  the  eiul  of  this  year.  This  agree- 
ment shoiihl  Ih'  :'t'iH»^otnitt'tl.  improvv'd  and  the  growth  of  imports 
shoidd  Ih'  n'diK  eii. 

Trade  with  Coinminnst  countries  should  l)e  n'gidated  more  etfec- 
tively  through  improv*(l  atlminist  rat  ion  of  Fitle  IN'  of  the  Trade  Act 
and  l)y  additional  h'gi^'i  Mtai  that  H'rogni/.rs  thr  eronoinie  ami  political 
fact  of  life  that  private  conuut'i cial  interots  cannot  negotiate  etFec- 
tively  with  closed  and  inaiuiged  economics  as  rjoveriunental  uegotiatoi*s 
can. 

Items  H{)7  ami  S0{;.:50  of  the  Tariff  (\)de,  which  lesidt  in  the  ex})ort 
of  American  jobs;  should  bt'  repealled. 

Provisions  in  tla^  Tiadt'  Act  of  I!)74  tin*  escape  clause  provisions 
against  imfair  competition,  etc.  nuist  l)e  iiuproved  and  enforced  to 
help  and  build  siioug  .Vmencan  industries  and  save  jobs. 

Impoits,  expo.  ts.  techni)logy  tiaustVi  s  (lows  and  investment  must  bi^ 
reported  in  more  detail,  uioiuton'tl  and  icgidated.  To  lips  end,  Sections 
tins  and  iWJ  of  th*'  Tiatle  .Vet  of*  PJ74,  which  ie<|uire  repoi  ting  of  ex- 
poi'ts,  im[M)rts  and  jModuction,  shouhl  lu»  enfoi'cc<l  so  thai  <'<»-:iparisons 
can  be  madi'.  The  International  lnvestm*M>t  Sni'vi^y  Act  of  IDTti  should 
also  be  iMifui'ctd.  -o  that  for«'i;,Mi  lecbnoiogy,  invcstnu'iit  and  other 
ti'ansfer-.  can  be  nionitou'd  aiul  employment  'tb't'ts  <  \amined.  New 
laws  tn  regulate  the  tiaii>ter  of  funds,  tet  hiw  logy  and  investment 
need  tn  b(»  enai'ted. 

C^i-tom^  laws  >h(.uhl  1h'  (M»foi-c*'d  with  penalties  assess(»d  fairly. 
More*  no  Ics-.  cn-loms  icpoiting  is  necessaiy  so  that  American  trade 
policy  can  be  made  on  t  he  ba^i-«  of  fact. 

lM>i'eii5r  grant  V  iiisuiiuic*'  ami  hciu  programs  should  \n'  supervised 
in  tero'^  of  i  .S.  interot-^  at  home  .veil  as  abroad.  *l')us  means  that 
l'!\imb'»nk  lo.-m  .  LMiara!\tces  and  it.  uran<c  activities  shonhl  be  crti'C- 
fnlly  limited  both  in  amotmt  and  in  the  authority  to  expand  the  a<'tion. 

Tit  le  y  of  the  Tiade  Act.  the  so  ^'aded  genel  ali/ctl  ^Vstem  of  pl'cfer- 
»  nce^  whit  h  pei  niii>  ovef  s:;  MjUion  a  yeat  in  imports  without  any 
tantV^  iit  all  for  many  pioduets  mamifactunHl  l)y  cheap,  fondgn  labor, 
shonhl  be  i*c[)caled. 

Tax  loophoh^-  ;ind  uK  i  iitivi's  tor  tuultiuational  <'ompaines  to  move 
abroad  shoidtl  l)c  cndi'd.  the  tax  dcfi'iral  halted.  \Ur  fon'iti-n  tax  I'lvdit 
repealed  and  IMSC  aboli^Iied. 

Adjustment  as-vistanci'  for  worker^  must  be  completcdy  ovei'liauled 
to  av-.nn'  that  worACi^  ii  jured  b\  imjM>!ts  receive*  assistance.  Adjust- 
»nent  a--i^tance.  wliieli  is  essentially  a  welfare  pi(/gram,  is  n  .t  a  solu- 
tion foi  America's  t  ratle  pi  (>bhMns. 

The  Foreiirn  Trade  Xone  .\ct  of  11^->1  sla>nhl  U*  r(*p(\ale(l.  Any  (exemp- 
tions from  this  luntonV  trade  laws  must  Ih'  pi  oven  on  a  case-by-casc 
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basis.  Tlu>  I'.S  «(>vrnin.ciu  should  s«vk  hvaf  i.'s  to  nui  i-xploitatioii  of 
worktM-s  la  tiadt'  /ones  in  forvi^ni  count  l  ifs. 

Codos  of  conduct  for  thr  opcnitions  of  nniltinat  ional  <orporations 
aro  nnM'ssar.v  l)ut  ai-  no  sul.stitutc  for  strictly  cnfoirni  IT.S.  laws 
that  pi<.lul>.t  l.nhci  v  ..f  foreign.  oHicials  and  participation  m  cconouuc 
blackinad  sch|Mnc.-,  d..sij;n,«(l  to  nc^rato  American  forci;u'n  policy  Siu»i- 
lary,  ititoniational  a^:rc»•nu•nts  arc  nccdc,|  to  iniprow  I;  lior  stiiiidards 
in  Uios»<  ••ountncs  that  seek  to  attract  industi-v  thi-oii.rh  the  exploita- 
tion of  w<ii  Kers. 

The  AKb  CIO  supports  healthy,  fair  trade  that  will  huild  a  stronc 
Anieri<-aii  economy.  We  oj.pose  the  .ontinnei'  o.vport  of  Auicricun  jobs 
ami  UKiustry,  which  has  iindertnined  the  economy.  We  shall  pursue 
eyeiT  po,ssil.|..  reli(.f  for  the  injury  already  sustaiiied,  as  v^.ll  as  new 
lejrishition  to  halt  the  dnim  on  this  nation's  economv. 

The  AKL  CIO  with  its  a(liliate>  will  develop  a  :v)r(limit4'(|,  eU'ec- 
tive  propria,,,  f,,,-  these  {r„als.  We  will  us*>  all  departments  le^rislatiye, 
education,  research,  piihlie  relation-.,  publications,  oi-jranization  and 
held  servi.-cs  to  assure  protection  for  American  workers'  jobs  and  liv- 
ing sUndards. 
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Statkmknt  iiY  riiK  AFL-CIO  Kxkcxtivk  (Vujncil  on 

I NTKRNATION AL  TrAUK 

Hal  Harbour,  Fi.\.,  February  1978. 

The  AFI^^CIO  Couvontion  last  December  called  for  changes  in 
Unitetl  States  tnnii*  polioy,  administration  ami  law  to  .:reate  "healthy, 
fail-  trade  that  will  build  a  stronjj  American  eeonoir;,." 

In  the  tW(?  moiiihs  sim  that  eonvention,  evidence  of  the  serious  trade 
crisis  has  mounted  : 

In  1977,  AuHM'iea  sutfered  the  lar;rest  trade  deficit  in  history— $27 
billi(m more  tlian  four  times  the  $0.!)  billion  deficit  of  the  previous 
year. 

Statistics  for  the  tii>;t  nine  months  of  1J)77  indicate  that  imports  rose 
substantially  in  cve-y  imlnstry  cate^'ory  :  oil  rose  by  $9  billion  over  th« 
same  period  in  r.»7<'.  ronsunier  ^mods  imports  by  $;5  billion,  iuiports  of 
automotive  vehiiles,  parts  and  eniri, h»s  by  $1  billion;  iuiports  of  capital 
j{oods  by  $!,:>  billion:  imports  of  industrial  supplies  and  auiterials 
other  than  oil.  billion  ;  ami  imports  of  foods,  feeds  and  bevera/^es  by 
$2  billion. 

M  eanwhile,  I  ikIcmI  States  tnanufatMu ring  jobs  failed  to  recover  from 
the  15)74  7r>  nu'cssion.  Kniployuient  in  those  ;roods-prodncinjj  industries 
was  down  almost  l!i:>(H).0<M)  between  I)ecend)er  l!)7:5and  December  1977. 
During  the^  last  four  years,  imports  of  nuinufacturcil  products  rose 
more  than  70  |)erc(»nt. 

These  developments  have  not  gone  unnoticed.  The  press  here  and 
abroad  rc»porls  a  change  in  mcMxl : 

The  AsscM'iatcd  Press  reported  a  poll  showing  that  85  {x^rcent  of  thc3C 
asked  a!H)Ut  innxu  ts  thought  protecting  Tuited  States  jobs  is  an  impor- 
tant policy  goal.  Tlu»  Kconondst  notes  that  protection  is  needed  oecause 
manufacturing  cannot  adjust.  The  New  York  Times  and  the  Wall 
Street  .lourmd  describe  this  a>  a  [>eriotl  of  protectionism.  The  •lournal 
of  Connnerce  carries  adsice  to  business  on  how  to  adapt  to  world 
protectionism. 

Whih^  (»very  othrr  nrition  is  engaged  in  protecting  itself  against  im- 
mrt.s  that  would  hurt  its  economy,  Tuited  States  labor  and  f^roducei'S 
aek  *  ^Uvtion. 

Th  Jig  flood  of  imports  cont  inues  mud)ated  with  a  projected  1978 
dcncit  as  large  as  iI>77V^  record.  The  President  has  ie(M)gnizeil  *\sorious 
injury"  only  in  threc^  industri(»>  in  the  [>ast  year  and  n()  et!cctiv(»  action 
has  IxMMi  taken  in  most  arees  of  dang(M'. 

JnteruatioLal  negotiations  fail  to  reflect  tlie  urgency  of  America's 
crisis.  Tla^  agrrenuMit  with  .Ta|)an  would  do  little*  to  improve  the 
Tnited  States-dapan  trade  ijnbalancc  in  the  m^ar  future.  The  United 
Statrs  contunu^s  to  oti'cr  to  cut  tariffs  ovcn  further  in  the  (t ATT  nego- 
tiations and  to  iciuovr  socaHcd  tH)u-taritf  I'urriers — ignoring  the 
pleas  of  workers  who  havf  lost  ov  arc  losing  their  jobs  to  imports. 
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No  sinjrio 


NosuiK  o  '',';K<>ti«tion  no  smgl.  law  u  -ll  alK>viat.>  thv  trade  impact 
of  thi^.^'^'  V/"r  AH.  -(  1()  asks  (\„Mr,,.s.s  t(,  a.ldmss  a  number 
Of  tJio  |mlic:os  that  now  ivsult  in  tlu>  loss  of  flnitc'd  States  jobs 

aroas  n.Kr!  'Vt  '"r^'''';'  ''!*?  <'f         legislation.  In  othor 

ari'as,  new  I('j;islMtioM  needs  to  l»e  nitnHluced 

upon  th..  (\.n-ivss  t  .  take  tlie  following.  l^Mslativt.  action: 

;  l  l   iT  ^'onnnitttH.,  should  be 

"    ;  .M,.,v  pnr,>e.  M.-nnate  an.l  .letaile.l  reportin^f  of 

;  •  r'"''^  an.l  phi  v  of  entry.  Sneh  data  aiv  essential  foi  im- 
»  iVi'"  '  '"'l"^''"^'!!'  ">--'-"n.re.  an.i  the  nuMntorin^  of  trade  flow. 
Uu  .11  should  not  allow  a-  n.  n-ase  n.  the  value  imrx.rts  that  are 
Kian  ed  an  inlonnul  entrv  pr.>,-e,luiv  from  $'Ja()  to  $(k)0--^t  ohanin; 
I.  S: iHUulreds  ,.r  thuusan.ls  of  items  from  the  trade 
u-  'V'-'''*  'o^v-value  imports  such  as 

Ik  gloves,  sn.rts,  uuts  and  holts,  ehvtroni,'  parts  and  handbacs. 
V\  itl.  a  lack  of  n-portm^r,  th<.  inrush  of  imports  mav  he  so  irnmt  tluit 

.r.  .  .'*!'o  "">■  fl'at  the 

requiivd  i'.a.nt!.nH-d  an.l  that  more  d.^tailed  entries  b«> 

Moreover,  we  ..hje,-t  to  ndui-iu;:  tlu-  peniilties  on  those  who  make 

fa  .se  staten.ent.{..the«overMnuM.t,l.nt  we  support  t  he  moves  to  assure 
uiu*  proress. 

.Uitiilumphui  ,m>r,  dmrs  nnist  Iv  improved  to  provide  s|)eedy, 
effeet.ve  ,vhef.  )u.:...,u.r  ,s  a  predator.v  and  unfair  trade  practice  tlmt 
nnist  Ik>  stopped,  an  ,  the  lu-ed  for  spei>d  is  cssiMitial 

Ireasury  an.l  the  Int.-rmiti..nal  Trade  (onunissitai  should  be  re- 
«juire,|  to  mak..  ...  (,„al  det.M-.ninatu.n  within  six  u.'„,ths  of  hliuL'  of  a 
diitnpn.^r.harf,.,  \\,  |,H,..ve  tins  ean  he  ac-omplished  l,v  sinndtaneous 
prc.ress.nfr  of  eas.-s  l.y  the  two  af;.mcies  and  in.reasiu^  the  staffs  a.s- 
.si^ned  to  dnmpnif,'. 

An  etFerti v.-  interim  .lei.Mrent  t.)  stop  the  unfair  practice  is  needed. 
An  nnporter  slionid  pay  ni  .-m  row  tlu-  full  auuumt  i)f  est  iinated  dump- 
\\\^  dufuvs  at  I  time  ..f  a  tindinj;  of  "sales  at  less  than  fair  value," 
peiulm^r  a  j,|,a|  (h'terminat  ion. 

The  burden  of  proof  should  not  he  on  the  injured.  Under  the  i.resent 
system,  cniphnnauts  aiv  asked  to  supply  detail.>.l  infornuition  on 
costsandolln.r  tacts  whieh  aiv  often  m)t  available  to  t  hem. 

I  fie  ^roveniii;(>nt  shoiihj  initiate  in  vest  ipit  ions  when  imports  in- 
ciruM'  lapully  or  there  i.  jvasor.  to  lH'liev(>  dunipiiifx  is  (Hruriiii.r  We 
sujr^'ost  a  Hi'r  m.-ivas,.  n-  imports  as  a  tri  rjrer  for  action. 

1  he  Trade  Siii,e.,im;iiti>>,.  of  the  lltaise  n'avs  and  Means  (\.mniit- 
te|«  fiehl  oveiHylit  he.inni,-;  <ai  the.se  matters  in  tlu>  piist  few  months 
Ihe  suhcoininitte,.  h;,>  a-k.-.l  for  leirisl  itive  iictitai  alouj;  these  lines. 

I  r,uh  u,l iu.sf  ni  i,t  ,is,/sf,inr  .  is  ii(>'.,|,>,|  f„r  those  ilisplaced  i)v  im 
ports.  Le;;islatii.r>.  spon^uvd  hy  Hep.  /anik,  chairman  of  the  trade 
SulH-(aniiuttee  of  the  IlonM-  V.'avs  and  Means  (\.imuittee,  is  heiu<' 
iiiarknl  up.  The  spe.  ili,'  .U<'l.  do  m-ominendatioiis  to  improve  this 
fe>rislation  have  hi-eii  pi.-entcl  to  the  suhcommittee.  Kinployees  hurt 
by  imports  nee.l  pri)tection  apiin.st  arbitrary  time  liniirations  ivstrict- 
iHjr  ehfriluhty  for  !issi>tarn-e.  Meneflt>  musi  l)(«  extended  to  tho.st>  di- 
nvt.y  alVecti'd  ,is  well  as  those  indiivctly  affecfeil-  such  as  workers 
bumpe»l  by  auoth.>r  worker  who  has  been  displaced  hv  trade,  or  em- 
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ployrcs  of  pa  Its  uihI  roiuponmts  luaimfurtuivi-s  lui<l-oH*  Imm'huso  of  im- 
ports. CKTA  jol)N  or  jol)s  vhoiiUi  hv  piovidnl,  purtimlarlv  for 
thoso  ohirr  workns  who  ruimot  tiiul  aiiotlirr  job.  Wurkors  rlost-  to  ro- 
timiUMit  imist  hv  ii>Miiv<|  that  thoy  will  not  losr  pi'opn-  rotinMumt 
iM'iiotits  bn'MiiM^  of  traili-  iiuliKnl  layolls.  Otlw^r  fi  in^^c  InMirfit  riititlr- 
iiinits  wrvil  to  ho  iv\  io\\<m|  toa<hM|uatVly  protes  t  tlisplai  ^d  workors. 

Thr  Aeliuiiu^t ration  has  not  yrt  foiiinilly  unuouml  its  proposals  on 
t nulo  adjnstnuMit  a>sistanri\ 

4.  lit'iPi  iil  of  /frou^  SUd.Kf  oful  so;  w  UwU  is  proN  i<hMl  foi'  in  a  nniu- 
hrr  of  hills  prndin^'  Ind'orr  thr  Trado  SulH  oniiuittn- of  thr  IIouso  Ways 
and  Mtuins  ( 'onunittrr  would  vlosr  an  nnwarraiitrd  inipoi't  loophole. 
Thrsr  provisions  rrsull  in  tlu^  rxport  of  Anirriran  jol)s,  riulor  H()(UO 
and  S07,  a  ronipany  run  takr  roitain  (Components  (snrli  as  tolovision 
rompniHMits  and  ^Mrnients)  inado  in  America,  export  t hem  to  iKMissem- 
l)led  in  a  low  wap'  ronntry,  ami  then  re-import  the  tinal  prodnel.  A 
truitr  is  paid  onl v  on  thr  \  a'hie  added,  not  on  the  fnll  value  of  the  prod- 
net.  When  the  saliie  added  consists  primai'ily  of  wa^^s  paid  at  rates 
as  low  as  lit)  rents  an  hour,  the  taritV  amounts  to  pi'aet  ically  nothiiifr. 

lii  funl  flfh  \'  of  f/tt  /'/7//A  Acf  which  pi'ovides  uiulue  Di'efeiTiieo 
for  imj)oiMs  from  low  w.tjj;c  countries. 

Prefcreiau^s  oi-  zero  tiii-itfs  foi-  iiupoi'ts  from  low-wa^i^e  countries 
are  ol)s<d<»te  and  unrealistic  Total  iiupoi'ts  from  dev<»lopiTi^r  ^-ountries 
now  accoimt  for  more  t\u\\\  half  of  all  Tnited  States  imports.  Manu- 
factured import^  arc  iucreasin*:  very  rapidly  from  these  (H)untries. 
Worker  cxploitat  ion,  ahandonm«Mit  of  human  rights  and  hi<leous  work- 
infrand  liviut^r  >taudard>  prevrut  potential  InMH^titsof  rapidi y-expan(l- 
in^  t  rade  from  reaching' t  he  j»roph»  of  these  countries, 

/*^fuf  of'  (Irf*  rf'ff/  nn  (ntrtijn  profits 

(k  Kiul  fitu  huiphnlfs  thitf  f  xpovt  jobs.  United  States-based  multi- 
national cut  |M»rat ions  currently  pay  no  taxes  on  pi'ofits  earned  on 
(iversea-  operation-  until  those  profits  ale  brou^dit  back  to  the  U.S., 
which  may  he  never.  Multinational  corporations  n*^e  this  loophole  to 
expand  and  enlarjjfe  theie  overseas  operations,  at  the  ex|XMise  of  work- 
.s  in  tliiv  i*(»uMti  v.  Trtwident  Carter  has  called  for  rep<»al  <d'  his  tax 
proposals,  and  tlu»  House  Ways  and  Afeaiis  Committee  will  hold 
bearinir-  in  Nfarch, 

Hi  m4>r*i     »f  fof^iffu  tax  m  dit 

Mult inatifuial  corporat if)ns  arc  permitted  to  subtract  from  their 
U.S,  <'otporati'  inconte  tax  on  a  dollar  for-dollar  basis  all  taxes 
paiil  to  foreiixn  count  t  ics.  We  bcliev<^  this  tax  credit  should  b<»  changed 
to  a  ileduct ion. 

I'Htitiithttnnt  of  t/f)0'f\'' hitf  mat  tonal  Sates  (Uyrpf^vntUyn 

MultinatiotKil  inrporaf ions  are  permitted  to  set  up  dummy  sub- 
sitliarie^  1)IS(V  \\\  \\w  U.S.  to  liamlle  export  sales,  (\)rporations 
arc  piMuiittiMl  to  »h^*\'r  payuMMii  of  UiiittMl  States  income  taxes  on  a 
thii<l  of  rvp(Mt  ^ale>  profits.  TIhm'c  i<  no  es  ideiice  this  tax  •subsidy  has 
incrca-cd  c\p(ul^.  Instead,  rninpaine-;  have  simply  increased  their 
net  |)rotit<  af*cr  ta\c->,  sliif;iii*r  iiion^  of  the  tax  l»urden  to  Aiiieviean 
waj^e  earners. 
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m  I'n.ai.hMi|  ljus  si.pportAxl  i-.«peal  in  his  tux  proposals  and  hear- 

t«ml/l'^wlu  r,7''i/*'*'''''^'^  /'^r^oraz-iWi  should  not  be  ox- 

temhsl  whon  the  Ilouso  .onsuhMs  the  bill  lu.w  iHjfon-  it 

I^'Kislntioi,  (,>  .>x(on.l  OVIC  passotJ  tlu'  Sonat.'  in  1977,  but  tho 

fcibl^'!;!  H)77*""'  "^I^""^* 
As  an  a^r,.,,,.  of  th.'  (Tnitod  Stati's  ^rovornnient.  OPIC  cncouraims 
tho  ..x|K>,t  of  AnuM  loan  .  apitnl  and  jobs.  It  insnms  U.S.  .orporations 
against  loss  <.f  investMU'iit  in  forci^ni  countries  i-os«iUing  from  «>xpro- 
priation  rovohitu,,,,  otc.  If  thosr  clain.s  by  corporations  ovoreeas 
exct'cdOPK  n..HM-V(.s.  tho  diffcroncc  is  paid  by  tho  American  taxpayor. 
,r  •  '  ^^'V"''  ''''"'7".'/  prorisiorus  should  be  improved  when 'the 

House  \\  ays  and  Means  Committee  considers  lejnslation  in  this  area 
this  hpi  injr.  K,MMe.be.s  need  to  !k'  speeded  up  and  made  more  automatic 
VVIien  torcMLMi  ^'ovenuuents  forgive  value  added  taxes  on  products 
exported  to  the  li..S.,  a  .  uimtervailin);  duty  should  be  orovided  to 
offst^t  this  iiiifaii-  subsidy.  (  ountervailing  duties  should  U',  applied 
apuiist  uoverimuMit owned  or  subsidized  1.  'ilities  that  provide  an 
unfair  advantage. 

^  !f.  Kj-imhnnk  fu/nfs  shmilil  ru)t  he  (uiaf  far  financing  foreign  prodw- 
ttan  or  to  aid  Hh-'^xIu.  ( 'omm  uiii^t  China  or  South  A  f  riea.  (^ntinuation 
of  the  Kximbaidv  wiil  I.,,  (be  subject  of  hearings  in  March  before  the 
Hou.s»'aiid  St«nate  Hanking  Committees. 

.,T'"!  '^'I"*^'  "'i-^  intended  to  iiiomote  U.S.  well-being,  but  now  the 
hxiinhank  wants  to  linaiice  foreign  production.  The  Eximbunk  should 
be  prohibited  from  limm.  ing  loans  to  Russia.  Communist  China  and 
Ninth  Africa. 

10.  Fair  />  />,»'  stundnrds  criteria  must  be  applied  to  the  acceptance 
of  imports  into  C.S.  markets  to  assure  fair  competition. 

Foivign  producers  should  be  re(|uii-ed  to  meet  minimum  labor  stand- 
ards or  fact'  import  i|uo(as  and  other  trade  restrictions. 

rnhke  woik.Ts  in  tins  country,  workers  in  many  nations  have  no 
woi'ker  s  conipensat  ion.  unemployment  insurance  or  social  security  pi-o- 
granis  enacted  to  protect  workei-s  ami  their  families.  Similarly,' most 
f<uvign  workers. lo  not  have  the  iirotection  oUVred  by  various  American 
(Hriiimtional  safety  and  li,  alth  statutes.  Typically,  their  wages  are  sub- 
standard, and  Ml  many  c  mitries  child  labor  and  slave  lalxjr  ccmditions 
exist. 

I'lifil  international  airreemcnts  are  negotiated  to  improve  labor 
sf.;'vlards,  the  I". S.  should  prohibit  imjiort  from  those  countries  that 
pei-i.iit  inhiiTiiaii  working  coiidit  ions. 

/ Pn'f>  n  iii',  s-  fur  Cnitcd  .-^tales'  workers,  builders,  producers  and 
shi^^jpers  should  I u'  iiu  liidrd  in  all  trade  and  appropriation  bills. 

?  or  example.  U.K.  .U.Mi.  th,'  Ocean  Mining  Hill,  should  include  a 


soriioii  £)n*ftM  rm«r  {  .,s.  (|ajr  voss*»Is  mul  mjuirin^r  tho  location  of  piw- 
i^sini:  plants  m \\w  TnittMl  Statos.  If.H.  !)427,  S.  i>;US  -rxtonding  Buy- 
Amerlran  lawstosUvl  purrluisrs  forstato  and  local  const  ruction  proi- 
ects    shcviM  b"  pr  d. 

12,  Adcijnatr^  rt'incclirs  fui*  tvadc-ndatcd  injuries  to  workei^s  in  serv- 
ice industries,  films,  airlines  and  niai  itiinc  should  be  developed. 
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Tho  virtually  iiii[)i'oti'('rtMl  T.S.  srrvic(»  indiistrii^s  are  i  xpcrioiu-ing 
K^'utiT Millu'ult  V  ( ;oin(H»tiii/tr  a^rainst  imfnir  fo'vi»:n  trade  practices, 

Servii'i'  iiulustrirN  iiefd  prcjtect ion  uiulertlie  law  fr(»ni  diniipin/tf  and 
other  unfair  tra<le  prat  tires,  rs[MM'ially  thosi'  prartietMl  |>y  roiniiniMist 
imtioMs.  relatrd  to  -rr\  ler  industries  shoidtl  not  Ih»  included  in 

the  Multilateral  Trade  talks  in  (n'oeva. 

Tariff  ruft  'uHj  it^jn  rf/h  hts  arrived  at  through  tlir  (tAI^F  ue^foti- 
atious  ^h(»uhl  he  sid^jret  to  sp^rific  i-onnr,v>siona I  approval.  Hc^sults  of 
iH»»:otuitions  on  tlu'  eliniiiiatuwi  of  i\on  taritl'  l)arriers  are  currently 
^uhjeet  toeou;r,v>sional  ratitieation  luidcr  the  'I  nn^e  Art  of  1974.  How- 
ever, ay:reenients  to  r-Mhu-e  tardls  mav  now  made  hy  the  Pivsident 
without  speeilii  ron;r,vvviui)}J  approval.  The  Aduiinistration-sup- 
ported  lO'r  <  ul  o)  taiifls  an<l  a  hiu;,n'e  redurtion  in  hitrh  tariff  items 
wdh  in  our  f^t  iniat  ion.  hr  hai  tnful  to  \\^>rkers.  add  to  inieuiploynu^nt 
and  dt'press  Ana^riran  niauu  fact  ui  inn;.  ( 'oMLTress  should  1k»  provided 
iletaih'tl  in  format  ioij  on  etl'rtts  of  any  netjotiated  chanj^i^s,  and  lx»  iv 
<iuired  to  spo(  i(irally  approvr  or  disapprove  thesi*  changes. 

11,  yV//'  ,\tult;plur  Af/ft  *  fit  ihmmIs  to  Ih'  supp|(»menti»(l  with  bi- 
lateral a^nvfinrnt^  with  major  t<'\tili»  and  ^'arnieut  manufucturinf? 
nations.  I'lothirt^  ^ihjeri  to  thr  Multilil)or  A;rn»»'ment  should  he  ex- 
cludetl  fiom  the  < ;  ATT  tai  itl'  dix  ir-sioiis.  I.eatlu^r  apparel  should  also 
In-  iut  Inded  umh»r  the  MFA. 

15,  Fair  Tra^h  I .rqi.slatidn  <hould  he  d<'v<dop(^l  to  ii^jrulate  imports 
aiul  we  w  ill  prrss  -tron«rl\  for  its  niartment. 

A  iH'W  positive  appn>arh  must  hi*  (h»siirned  to  use  market  penetni- 
lion  a>  a  lu'iu^hmark  f(»r  n»«:ulatiiiu:  ami  inonitorin;:  tiade.  No  sinjjle 
perrcnta^T''  -uid  !io  nuLde  Ik  ik  hmark  p<M  iod  would  solve  all  problems, 
hut  fail*  rr«iidat  ion  i-  needed. 

I  he  I  .S.  is  and  iini-t  rrmain  a  ma  jor  nianufact nrinnr  luition,  a  fjreat 
atrrirultural  pnxhher.  and  a  imijor  tuaritiuir  fonv.  VVe  cannot  allow 
any  ont'  of  thrs^  sr,  tor-  to  h»  drstr*)y<M|  hy  unfair  tra<le  <"<)mpetition, 

helu  sr  thr  r.S.  -^hould  continue  to  share  its  markets.  We  be- 
lieve in  in(crnati(»nal  tradt\  do  not  U'li^'ve  that  TLS.  <'un  isolate 
itself  fioni  the  re-t  of  the  wor  Id  \\\  tra*h»  imitters,  nor  do  we  think  it 
<h»siral)le  to  do  m>.  hut  international  trade  mir^t  !)<»  fair  trade — fair  to 
all  nations,  and  today  it  is  not  fair  to  American  workers. 
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THE  CHANOINO  WORLD  OP  FREE 
TRAX>E  ♦ 

Mr.  BENTSEN  Mr  PiesidetU.  through- 
out the  post-World  Wir  II  peruKl.  the 
United  States  hi.  i  based  its  stratcKy  for 
security  and  global  stability  primarily 
on  teopolltlcal  consideratloru*  We  have 
b#cn  concerned  in  the  Hrst  instance  j\  Uh 
countering  cur  traditional  iivals.  partic- 
ularly the  Soviet  Union,  on  the  chess 
board  of  mternatK)nal  politico  and  poucr 
relations. 

Without  discouiUinK  the  patent  Soviet 
strategic  meiuue  to  the  United  States, 
it  has  nevertheUvss  berome  apparent  that 
today  the  threat  to  our  future  as  the  most 
powerful  Hi\d  prosperous  nation  m  the 
world  is  us  much  economic  as  Keopoh- 
tical 

In  the  early  postwar  era.  the  United 
States  of  America  was  the  supreme,  un- 
challensed  fa(  tor  in  ever>  aspect  of  the 
world  power  (equation  We  were  the  only 
nation  to  control  riuc'lear  weapons.  Our 
economic  infrastructure  emerged  from 
the  war  strotii^fr  than  t*ver.  Our  gross 
national  prodm  t  was  nuMter  than  tb.at 
of  the  rest  of  the  world  con\bir,ed.  We 
held  virtually  all  of  the  world  s  only 
functtoiunii  n\vnu'tary  reserve  -  gold  We 
hud  no  MKuificunt  dr;H>nd^•:l^e  on  any 
country  or  K'oiip  of  count ru>x  wfule 
many  natioiir.  wore  dt'i>e£^.at»ia  on  us 

Today,  st ratc;;u-  sui)crionty  has  clearly 
bef:onie  a  thmn  of  tlu»  p\st  and  there  i;^ 
iegitimate  drh.ite  about  tiio  deurt>i»  to 
which  we  retain  rvor\  par!t\'  with  the 
Soviet  Unu>n  I  here  can  be  lu^  debate, 
however,  about  the  dran\alic  ^hiil  in  o-ir 
economic  po  tuie  with  respect  to  ttie 
World,  or  tne  exteiu  to  uhuh  vve  have 
rececied  from  a  position  oi  dominance 
to  one  of  uuertle|jei\dence  aiut  vuhicr- 
ability 

It  would.  Oi  C'Mifse  be  u:\reahstic  to 
protend  that  the  C  nif.'d  States  could,  or 
should,  coruunie  to  dommate  the  world 
economy  in  IT/}  as  we  did  in  1^48  We 
lonK  ak'o  r^'co^iwzed  thU  fact  and.  for 
both  selfish  MVi  altruistic  reasons,  made 
a  conscioas  eflort  to  improve  the  auahty 
of  hte  and  encouraj^e  ecor^onuc  expan- 
sion throuK'liout  tt\e  world 

A  maior  postwar  concern  of  th.e  United 
States  WHS  to  foster  economic  grow  th  and 
political  stability  in  Western  Europe  and 
Japan,  regions  whu  li  iromcally  have  be- 
come our  major  competitors  m  the  inter- 
national marketplace  In  Furope.  the 
Marshall  plan  w  as  a  particularly'  bold 
and  farsi«hted  effort  to  contaui  the 
spread  of  Soviet  influence  by  establish - 


mg  democracy  and  prosperity  as  an  at- 
tractive alternative  to  communism.  Our 
postwar  policies  were  also  characterized 
by  generous  programs  of  foreign  assist- 
ance and  an  overt  willingness  to  permit 
our  friends  and  acqua|intances  to  protect 
their  shattered  economies  while  accord- 
mg  them  relatively  free  access  to  ours. 

As  part  of  our  effort  to  w  in  the  friend- 
ship and  respect  of  countries  devastated 
by  war  and  mnuence  less  developed 
nations  to  resist  the  spread  of  commu- 
nism, trade  poUcy  became  an  important 
form  of  aid  Unilateral  trade  concessions 
were  willingly  and  knowingly  granted 
for  essentially  political  purposes 

Our  postwar  approach  to  international 
trade  and  assistance  was  founded  on  the 
premise  that  *'the  rising  tide  lifts  all 
boats."  and  its  corollary,  "What's  cood 
for  the  global  economy  Is  good  for  the 
United  States.  We  ll  get  our  share  " 

Convinced  of  the  validity  of  the  rising 
tide  thesis  and  encouraged  by  its  ap- 
oarent  success,  an  entire  ;;«neration  of 
American  policymakers  beca.^e  condi- 
tioned to  accept  uneven  rules  of  tite  game 
in  financial  and  trading  arrangements 
with  the  rest  of  the  world,  U  pohtical 
benefits  were  achieved  at  an  economic 
cost,  if  we  got  the  short  end  of  the  stick 
m  a  negotiation,  there  was  stiU  plenty 
to  go  arouiid  and  no  cause  for  alarm. 

Other  nations,  m  turn,  became  ac- 
customed to  U.S.  generosity  at  the 
negotiating  table,  tc  the  extent  that  they 
now  appear  incredulous  or  even  out- 
raged when  we  attempt  to  barg.^in  in 
essentially  our  own  self-interest. 

For  at  least  a  decade  after  the  w  ar.  the 
Ututed  States  could  afford  to  make  eco- 
nomic, trade,  and  aid  decisions  on  a 
political  rather  than  economic  basis 
Toiiay  all  that  has  changed.  The  past 
30  years  have  seen  shifts  in  the  relative 
political  and  economic  influence  of  na- 
tions more  dramatic  than  at  any  time 
in  tha  20th  century.  We  have  been  slow 
to  recognize  and  respond  to  these 
changes,  particularly  as  they  relate  to 
our  trade  relationships. 

We  have  been  slow  to  appreciate  that 
factors  beyond  our  control,  such  as  the 
breakdown  of  the  colonial  system,  the 
rapid  spread  of  technical  production 
skiUs  to  Second  and  Tliird  World  coun- 
tries, the  proliferation  of  multinational 
corporations,  the  rise  of  economic  na- 
tionalism, state  ownership  of  industrial 
enterprises,  and  the  control  of  major 
reserves  of  world  mineral  and  energy 
resources  by  Third  World  countries,  have 
helped  fashion  a  world  economy  that 


^•kw^Mruy,^^^i^^^^^^^^^       laoya  Uouisvn  in  the  CoMKressiorial  H.'enra  (ilatlv  p.I,  1  v<d.  rir».  May  a 
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bears  little  if  any  reseJMblame  to  that 
which  exi5ted  immediately  atter  World 
War  II 

III  a  very  fundamental  sense  ur.ci  in  a 
relatively  short  period  of  time,  the 
United  States  has  moved  from  a  tradi- 
tion of  es.sentml  self-sur!:cie:icy  u.to  an 
era  of  mternational  interdeiienaer.ce 
Our  adjustment  to  dace  has  been  neaiier 
very  ear.y  nor  very  surces.s(ul 

Once  the  major  oreintor  to  cne  v\oiM. 
the  foj'eiKMi-heid  debt  ol  t!.e  I'liJed 
States  today  Ks  lander  than  tr.at  of  ad 
countries  combiruni  We  are  iieavdv  <^o- 
peiulent  on  foreieJn  so::ri'f»s  tor  .ilrnost  all 
miDortant  nuneia!-  in. my  o:  t!u.'::i  es- 
sential  to  our  coiU.ru;t'd  pro.f>€Mt'.  I:i 
1930  the  United  States  prod;u  ed  8H  per- 
cent of  the  od  It  ror^.s'irneil.  and  chea;) 
energy  was  a  key  to  our  eronon'.:c  .s  .c- 
Ces.s  Today  we  un()»>rt  !u»arl>  peri-ent 
of  our  petroleum  ai;d  v\:ll  p.vv  neaily  ^^/J 
bdln>n  a  year  tor  tlie  pri\;leKe 

In  U)7l  ue  ran  our  first  tra.Ie  c;er»r:t 
in  50  years  Bef.vre:^  inTl  ai;d  I:) 76  we 
had  an  accimuiiattni  tra^ie  tli^ticit  of 
$i;i3  bdhon  In  rJ77  ue  uout>led  that 
fljiure  with  a  sin^ile  year  detic.i  oi  $26.5 
Wllion  In  1978  our  deflot  rose  to  $32  bil- 
hon— $12  bdhon  wdh  Japan  alone — and 
this  trend  can  only  be  reversed  by  sub- 
ntantive  changes  m  our  approach  to 
trade 

U.S.  production  toilay  >^  a  declining 
proportion  of  world  outp\it.  In  10f)3  the 
United  States  K»^nerated  14  3  percent  of 
the  world's  r\pi>rt.s,  and  took  118  per- 
cent of  world  mipf^rt.s  In  !977  our  j^hare 
of  world  exports  was  down  to  10  7  per- 
cent whde  we  ir^rrex  ed  our  im;)ort  posi- 
tion to  13  ^>  perce!U> 

According  to  LH^partr^.e^'.t  of  Com- 
merce o^ta,  US  export  ^^rowth  has  av- 
eraj:ed  7  perceiit  a!uvaa;iv  s.r.ce  1974, 
while  import.s  have  ^iiTvi'ta^^enu' Iv  av- 
averagpfl  an  anruial  Krowth  rate  of  13  5 
percent 

A  rei^ent  stuciv  bv  the  National  Associ- 
thcre  WcLs  no  real  US  export  growth  m 
1977 — a  year  of  relarivelv  hu:h  domestic 
growth — but  impf^rt.s  i:i«^rea.sed  by  i:; 
percent. 

The  US.  share  of  free  world  exports 
declined  from  18  2  pen-ent  m  I960  to 
11  8  percent  in  1977 

Our  domestic  rate  of  prcviucttvltv  in- 
crea^se,  a  key  mdicator  of  our  economic 
performance  and  potential,  i.s  the  lowest 
of  any  Industrialized  democracy  and  i3 
only  one-eighth  the  f\mre  for  Japan. 

E>urlnK  the  past  5  years  the  Japanese 
yen  ha&  appreciated  by  aJmost  75  per- 
cent, and  iphe  German  mark  by  67  per- 
cent»  while  the  dollar  haa  depredated. 
With  oil  prices  based  on  dollars,  the 
changtng  ratio  for  the  mark  and  yen 
O 


relative  to  the  dollar  has  helped  Oer* 
many  and  Japan  curb  Inflation  whllt 
ours  has  increased. 

Our  economy  Is  expanding  and  Inflat* 
tng,  sucking  in  vast  quantities  of  Im* 
ported  commodities  and  finished  goods. 
We  absorb  neary  half  of  all  world  pro- 
duction and  a  substantial  share  of  mU 
world  exports — but  we  find  ourselves  In- 
creasingly unable  to  market  successfully 
our  products  abroad.  We  are  no  longer 
paying  our  way  in  international  trade. 

In  assessing  the  dramatic  changes  that 
have  occurred  m  the  world  economy  over 
the  past  30  years,  changes  that  hav« 
generally  worked  to  our  disadvantage, 
tne  tendency  in  this  country  has  been 
one  of  self-flagellation  while  foreign 
leaders  have  taken  conspicuous  pleas- 
ure In  lecturing  us  on  our  faults.  We 
have  seen  in  this  country  a  tendency 
to  despair  and  an  assumption  that  we 
are  headed  down  hill  into  a  period  of 
very  slow  grow*th  and  Inevitable  loss  of 
world  leadership. 

Any  such  attitude  is  unwarranted,  de- 
featist, and  dangerous.  The  economic 
crisis  we  confront  today— and  It  Is  in- 
deed a  crisis— IS  largely  of  our  own  mak- 
ing and  we  clearly  have  the  power  to 
redress  it.  Rather  than  retreat  into  de- 
spair and  self-doubt,  we  must  attempt  to 
understand  the  root  causes  of  our  prob- 
lems and  take  appropriate  steps  to  re- 
store thLs  country  to  its  traditional  po- 
sition of  economic  preeminence. 

One  basic  cause  of  our  economic  diffl- 
cuUies  IS  our  fadure  to  adjust  tradi- 
tional, hLstoncally  succcs.sful  trade  and 
economic  policies  to  the  current  realiues 
of  the  international  marketplace.  In 
many  respects,  the  United  States  still  ap- 
proaches questions  of  trade  with  that 
splenflid  spirit  of  munincence  and  good 
w  ill  that  served  us  so  well  m  the  first  two 
deriides  after  the  war  but  is  sadly  and 
dangerously  out  of  place  today. 

There  is  no  longer  any  fat  for  us  in  the 
international  trading  system:  It  is  in  the 
fire  To  the  extent  that  we  delude  our- 
.sehes  by  continuing  to  b*licve  that  the 
world  of  trade  is  that  of  years  long  past» 
ue  run  the  risk  of  dcstroymji  our  eco- 
r*omc  credibility  and  strength. 

I  have  been  a  con.sistent  advocate  of 
the  freest  possible  trade  between  nations 
throughout  my  career  in  public  life.  The 
world  of  free  trade,  however,  rests  on  a 
cliche,  which  is  that  free  trade  must  be 
fair  trade,  and  all  parties  must  abide  by 
the  rules.  Today,  the  global  economic 
scene  is  characterized  by  Intense  eco- 
nomic competition  among  countries  with 
completely  different  political  institutions 
and  sharply  contrasting  national  eco- 
nomic objectives.  Trade  between  nations 


!•  becoming  an  increasingly  carnivorous 
ACUvUy.  and  the  tradiUonal  free  trader 
has  all  the  advantages  of  an  antelope  in 
a  world  of  lions. 

Startling  changes  in  international  eco- 
nomic trends  and  trading  practices  call 
Into  Question  the  continued  relevance  of 
histoncaJ  free  trade  doctrme  There  is 
strong  evidence  that  the  rising  tide"  of 
the  world  economy  is  no  longor  rUrng 
and.  OA  that  tide  ebtis,  i::crc  i:;  a  g^od 
chance  that  many  U^.  boacs  could  end 
upon  the  beach. 

After  a  sustained  postwar  period  of 
rapid  global  economic  grovvth.  the  pre« 
vaiUng  trend  lat'^^'  has  been  in  the  direc- 
tion of  global  ecunonuc  stagnation  Slow- 
er growth  and  higher  rate.s  of  ur.cmploy* 
ment  m  many  areas  have  reiiuited  in 
keen  competition  for  mteriiational  mar- 
kets, and  the  emergence  of  aggres&lve. 
selX-promoting  mercantili.sin  m  many  in- 
dustrialized and  resource- ru  h  counrries. 

In  order  to  maxum/e  tiie  share  of 
world  resources  available  to  its  citizens, 
governments  iiave  joined  hands  wUh 
their  industry— the  United  States  being  a 
notable  exception — to  enhance  the  com- 
petitive position  of  individual  nations  or 
sustain  incRicient  state-contrulled  eco- 
nomic enterprises  As  ecopoh'acs  has 
come  to  replace  geopoh tics  a.s  a  para- 
mount concern  m  many  stifles,  a  policy 
of  cncouraKinK  export  eurnui^s  and  di.s- 
couraginfi  for^i^n  competition  has  be- 
come a  tacit,  but  essential  element  of 
national  policy  among  most  of  our  urad* 
tng  "partners  ' 

Of  the  20  lar^rest  ftrn\s  m  Western  Eur- 
o\H\  nulf  are  uhoUy  or  precluminanily 
fttate-o'Auod  WiUi  the  vast  resources  of 
the  state  behmJ  them,  rtrms  Ukc  British 
Steel  ran  atlord  to  lo.se  over  $300  miihon 
a  year  because  they  receive  mo.e  Uian  %\ 
billion  In  government  su;)p<)rt 

A.S  Hu^^h  Merijies  pointed  oi:t  recently 
in  f\jrtune  nia^;a/ane.  st.ite-coi^lroued 
compuine.s  riou  produce  8  percent  ol  tne 
nori-C'oninuiLii'^  t  worKl  s  oil  4n  percent 
of  it,s  copper.  an(i  J3  permit  us  iron 
ore  and  bauxite  In  inaniif.kt  t;»;  av^.  Lhey 
turn  out  54  percent  of  tiie  .su  i  i.  3j  per- 
cent ol  the  ethv U^ne,  anJ  JO  perccuf 
of  the  automobiles 

State-controlled  companu's  arp  aI«;o 
makiMK  hfRdN\ay  m  arexs  of  hi  'h  terh- 
noln^v.  frequently  bv  robbing  A.r'^ncan 
expenuse  The  British  Natio:  U  Fn^^r- 
prir.e  Board,  for  example,  ts  h  1  i.:^ 
a  state -owned  company  tn  thr  Ur.iiccl 
States  in  order  to  hire  au  av  t<  p  Amt^r- 
ican  sctenti.sts  In  one  of  o\ir  n;^  t  re- 
wurdmic  technolopies  — sf»miron  ;ac*ors 
It  is  difficult  to  believe  that  th;s  tech- 
nology, once  purchased,  will  not  be 
tran.sferred  to  Britain  where  it  can  be 


nurtured  with  Government  support  ^nd 
eventually  turned  against  the  Dmted 

States. 

Our  international  competition  In  the 
field  of  civil  aviation  is  entirely  gov- 
ernment owned  or  controlled.  The  in- 
ternational consortium  that  produces 
the  A-300  airbus  has  a  guaranteed 
market  of  state-controlled  national  air- 
lines and.  with  government  backmg.  is 
m  a  position  to  offer  attractive  purchas- 
ing  arrangements. 

Tlie  American  petrochemical  indus- 
try, which  has  been  a  major  and  effec- 
tive exporter  of  chemical  products,  will 
obviously  become  a  tempting  target  for 
developing  nations  with  vast  deposits 
of  oil  and  gas.  and  substantial  surplus 
capital  to  invest.  We  can  expect  to  see 
many  of  these  countries  use  American 
technology  to  establish  their  own  state- 
•upportcd  and  financed  petrochemical 
Industries  which  will  be  able  to  sell  at  a 
loss  in  an  etTort  to  drive  private  corpo* 
rations  out  of  tlie  market. 

These  same  nations  have  united  in 
cartels  to  control  the  price  and  fivail- 
abUity  of  raw  materials  essential  to  the 
economies  of  the  industrialized  nations. 
The  major  consuming  nations  have 
proved  unwi'Lng  or  unable  to  develop  a 
concerted  response,  with  the  result  that 
the  OPEC  states  have  been  able  to  play 
them  off  against  each  other,  further  in- 
crea.smR  cartel  leverage  The  implica- 
tions of  this  situation  for  "free  trade" 
among  nations  are  all  too  apparent. 

In  coming  years,  America  couJd  weU 
become  vulnerable  in  even  our  strongest 
areas  of  technological  superiority.  Stan- 
ley Harman  has  noted  that  the  govern- 
nient-mdustrial  establishment  known  as 
Japan  iwc.  has  targeted  the  computer 
and  softwear^arket  for  penetration  in 
coming  years  Japan  Inc.  has  encouraged 
the  carreli/^iition  of  its  computer  manu- 
facturers to  maximize  resources,  has  pro- 
tected this  fledging  industo'.  and  pro- 
vided funds  to  finance  joint  research  and 
development.  By  way  of  contrast.  Mr. 
Harman  notes  that  the  continuing  anti- 
trust case  of  the  United  States  r*?amst 
IBM  is  now  entering  its  lOth  year. 

In  the  inten^;»»ly  competitive  environ- 
ment of  International  trade,  with  iis  web 
of  spi^cial  relations  between  ihe  public 
and  privau*  sectors.  ti\e  United  States  of 
America  is  the  oaly  nation  wliere  busi- 
ne:vs  and  government  t^nd  to  operate  in 
an  adversary  relationship.  We  make  it 
difTicult  fur  American  firms  to  form  con- 
sortia to  bid  on  international  contracts. 
We  do  not  have  a  Department  of  Trade 
to  encourage  our  exports.  We  lack  even 
a  coherent,  well-developed  pohcy  of  ex- 
port promotion  It  remains  difficult  for 
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our  manuXacturers  to  obUia  Uzucly  and 
effective  relief  from  unfair  foreign  com- 
petition like  dumping  and  subsidies  The 
iimple  act  of  obtaining  an  export  pernni 
1«  frequently  a  costly,  timc-consuming 
experience. 

It  i5  rapidly  becoming  apparent  that, 
if  left  unattended,  our  internation.il 
trade  problems  could  lead  to  our  un- 
doing. No  nation,  not  even  one  as  fun- 
damentally strong  and  prosperous  as 
ours,  can  long  enUure  a  hermorrhage  of 
dollars  runnmg  at  $30  billion  per  year. 
The  Impact  on  domestic  mflation,  on  the 
uTTength  of  our  currency,  and  on  the 
level  of  economic  in  our  economic  sys- 
tem 1:^  obvious  and  alarming. 

The  crisis  of  trade  is  upon  us.  Our 
ability  to  respond  e!Tectively.  creatively, 
and  hopefully  tn  concert  uith  the  inter- 
national community  is  one  of  the  most 
urgent  and  important  tasks  facinji 
American  policymakers,  V\o  can  no 
longer  afford  simply  to  forecast  an  im- 
provement and  hope  it  comes  about. 

1979  will  clearly  be  a  year  m  which 
trade  issues,  and  particularly  the  MTN. 
will  be  high  on  the  list  of  congressional 
priorities  Foreign  governments  have 
been  QUick  to  learn  the  pressure  points 
of  the  American  political  system  They 
hire  t!ie  n^'ht  public  relations  t\rms  and 
take  our  full  pa^e  ads  in  our  media  to 
asciure  us  that  their  markets  :ire  open 
and  they  are  bending  over  back\\'ards  to 
help  with  our  trade  problems  One  won- 
ders lyow  these  jcovernments  would  react 
If  we  took  out  such  ads  in  their  press  and 
merely  listed  the  corresponding  prices 
of  exported  itemo  in  their  country  and 
ours. 

In  the  months  to  come,  we  will  hear  a 
great  deal  about  th^^  danijors  of  "protec- 
tionism." which  could  lead  to  "retalia- 
tion" and  precipitate  a  global  trade  war 
"Don't  forget  wtiat  happened  in  1929" 
and  frequent  refereiii-es  to  the  Hawley- 
Smoot  tariff  will  be  the  order  of  the  day. 
Mcnioers  of  CooKress  who  suggest  that 
we  must,  If  necessary,  be  prep.ired  to 
take  unili.iteral  measures  to  protoct  do- 
mestic industries  and  the  mtegrity  of 
our  economy  will  be  branded  with  the 
scarlet  P  of  protectionism  and  incur  the 
opprobrium  of  free-traders  worldwide. 

For  many  years  the  United  States  has 
been  a  leading  apostle  of  free  trade.  We 
are  not  without  protectionist  provisions, 
but  more  Uian  any  other  nation  we  have 
opened  our  markets  to  foreign  competi- 
tion, even  when  it  hurts  To  a  remarkable 
degree,  we  have  practiced  what  we  have 
preached  in  our  approach  to  interna- 
tional tn^de  Unfortunately,  this  free 
market  commitment  is  genuinelv  em- 


braced  by  relatively  few  of  our  trading 
partners. 

The  Ideal  world  of  free  and  fair  trade 

does  not  exist  today  and  there  is  little 
reason  to  believe  it  is  just  around  the 
corner.  The  practice  of  free  and  fair 
trade  seems,  in  fact,  to  be  on  the  decline 
worldwide. 

The  Multilateral  Trade  Agreements, 
ably  and  artfully  negotiated  by  Ambas- 
sador Strauss,  should  eventually  repre- 
sent a  marginal  improvement  in  world 
tradUig  relationships,  but  they  represent 
neither  the  immediate  nor  the  ultimate 
answ  er  to  our  problems  vnih  trade.  Many 
of  the  advantages  contained  in  the  MTN 
are  either  ephermeral — since  the  nego- 
tiations, by  definition,  are  a  zero  sum 
game  in  which  we  give  as  much  as  we  re- 
ceive— or  will  not  be  realized  for  years  to 
come  Our  trade  problems  are  of  such  a 
nurmitude  and  urgency  that  the  MTN,  in 
and  of  Itself,  does  not  constitute  an  ade- 
quate remedy,  and  I  believe  those  who 
have  negotiated  it  would  concur  in  this 
conclusion 

If  we  are  to  succeed  In  the  area  of  in- 
ternational trade,  we  must  recognize  that 
there  are  irreconcilable,  probably  per- 
manent, economic  and  political  differ- 
ences between  countries  and  regions  that 
need  not  be  a  barrier  when  mutually  ad- 
vantageous trade  is  possible  but  can 
nevertheless  serve  to  distort  traditional 
trade  doctrines.  We  must  begin  today  to 
shitt  our  emphasis  from  a  global  ap- 
proach to  a  long  series  of  pragmatic, 
toughly-negotiated  trade  and  monetary 
arrangements  based  on  a  realistic  con- 
cept of  our  own  self-interest. 

We  might  svell  begin  this  process  with 
a  close  look  at  our  trading  relationship 
with  Japan,  our  staunchest  friend  and 
ally  in  Asia.  During  the  period  1968-7S 
the  United  States  had  an  accumulated 
global  trade  deficit  of  $54  3  billion,  $40.8 
bUlion  of  It — or  75  percent — with  Japan. 
.Ve  have  had  a  balance-of-trade  deficit 
with  Japan  every  single  year  since  1965. 

It  would  be  difficult  to  refute  the  as* 
sertion  that  there  is  a  glaring:  asym- 
mentry  in  United  States-Japanese  trade. 
During  the  past  6  months  I  have  fre- 
quently voiced  my  concern  about  this 
problem  and  suggested  that  a  $12  billion 
trade  deficit  with  any  nation  s  intoler- 
able and.  regardless  ol  ['.s  ultimate 
causes,  cannot  be  permitted  to  continue. 

One  obvious  and  certainly  preferable 
w  ay  to  restore  some  semblance  of  balance 
to  this  relationship  would  be  for  the  Jap- 
anese to  purchase  more  from  this  coun- 
try. If  It  IS  impossible  or  impractical  for 
the  Japanese  to  buy  more  from  us,  then 
we  must  be  prepared,  to  purchase  less 
frcm  them.  I  can  see  no  good  reason  for 


the  Unileii  yr.ites  ol  Wuvrwa  t-:  coirmui 
economic  thin  kan  on  the  altar  of  a 
bogU5  free  trade  relatiuiisiup.  and  I  be- 
lieve tlu.s  position  lia.s  sub>Mntjal  sup- 
port  in  the  Congress  and  among  the 
American  pubhc 

This  country,  mth  lU  hi.^t<)ru':il  com- 
micment  to  the  free^t  ptxs.sibU*  trade  its 
leadership  ro>  ,n  GATT  .^nd  -.orld  h- 
nanridl  m.^uuiuons  it.s  enormous  ir.arket 
for  worhl  exports,  and  it.s  l  urn-n  trade 
crisus.  hiis  every  ri^ht  to  denia:.d  enual 
access  to  v^orld  markets  as  an  essential 
precondition  to  CDninuun^'  free  trade  " 
We  can  no  lon^^er  afford  to  acctpt  si:ua- 
tlons  m  uhich  our  domestic  nuirket^s  are 
more  permeable  than  those  of  our  com- 
petitors. Where  inequaht>  exi.^Ls.  other 
nations  must  either  remove  rivstrictiun^ 
or  be  prepared  to  confront  offsetting; 
measures  m  this  oountry  If  such  a  posr- 
tion  IS  parochial,  then  there  is  an  in- 
herent louic  m  parochiahsm  that  canno* 
be  denied. 

There  Ls  .substantial  and  frequently 
legitimate  concern  in  this  country  about 
nontar:tf  barriers  to  trade  In  an  era  of 
cutthroat  economic  competition,  any  dis- 
cussion of  this  matter  immediately  be- 
comes charged  with  controversy,  acul 
figures  are  i)ointed  m  ui;  uirtvt.or^s  The 
Issue  i.s  further  cloudta  b>  the  tact  ir^i 
a  nonturiff  barrier,  by  it^i  very  natur-^  ls 
difTlcult  to  document  A  ret'alc;^r.iniu 
comnutted  bureaurrat  caT\  be  a  formi- 
dible  obstacle  to  trt^e  l:  ade 

In  recent  yea;^.  our  re.^cntment  o\er 
nontariff  barriers  hA.s  ter.  lod  to  4<k  oa 
Japan  There  is  bro.id  a^^eemeiU  i.:;at 
dLScnmuuitory  Jap.ii.t-,o  trade  pracu.  ea 
mast  be  e.xpo:  cd  an  i  abo!.slR'd  Tiiere  ar^ 
difTereiu'e.s  of  opin.i)n  o\er  the  extent 
to  which  this  concern  is  le^Mtanate  and 
justified,  but  the  re  t^ons  for  its  exi.>tencc 
are  not  hard  to  di.,.  em 

I  sincerely  welcome.  I  am  enrouraged 
by  news  thUs  moM.iDs  that  Pre  ^i:»^n: 
Carter  and  Prime  Mm.ster  Ohira  have 
reached  long-term  a^^reenient  on  eco* 
noinic  i5sue5.  This  ls  t];e  stuff  of  whi\n 
successful  state  vusiUs  are  made  But  ii  15 
also  Inipv^rtant  to  understand  that  uc 
have  heard  the^se  ajvsurar.ces  before,  most 
recently  In  January  1973.  and  Uiey  have 
not  been  effoctue  Th.ey  ha\e  not  u  forked. 
After  Prime  MuiLster  OU::\\  leaves  Wash, 
infton.  after  the  flagj;  are  dow!i.  after  the 
banqueUs  are  over,  we  sliali  still  have 
Important  work  to  do  as  we  attempt  to 
estabhsh  our  trading  relatior^ship  wu^ 
Japan  on  a  basLs  of  equ:ty 

In  1976  we  hud  a  $.')  3  biilion  trade 
deficit  w  ith  Japan  \Vc  w  ere  ahirmpd  We 
sought  and  received  a&surances  that  the 
Japanese  would  act  to  redress  the  situa- 
tion In  1977  the  deficit  ro<e  to  $8  billion, 
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arul  our  protest^s  resulted  in  the  Strauss* 
Lshiba  agreement,  whicn  would  theoreti- 

illy  relieve  the  problem  Last  year  our 

^de  deficit  with  Japan  rose  to  $12  bU* 
1  n.  and  it  became  apparent  that  we  are 
making  progrccss  bockward,  all  assur* 
anies  to  the  contrary. 

In  addition,  many  American  firms  find 
It  inordinately  difMcult  tv  do  business  la 
Japan,  de.^lte  the  fact  that  tlie  Japanese 
Governn:ent.  in  rcsponve  to  our  protest^s, 
ha.s  taken  steps  to  delete  .some  of  :ta 
overtly  protectionist  leijolation.  There 
nevertheless  exLsts  wuh.n  the  American 
busuHvs  community,  and  on  the  part  of 
many  mdependent  observers  tlie  di5tir»ct 
irnpresNion  that  the  Jap-^nese — who 
quite  correctly  atLich  extreme  impor- 
tance to  their  perforraar.e  m  interna- 
tional trade— have  for  0  variety  of 
lar^..y  socioloj^ical  reasons,  ween  a 
cocoon  of  frustrating  "  nd  f reqi  .iuy  im- 
penetrable nontariflf  barriers  around 
heir  economy  in  order  to  protect  do« 
mestic  industries  and  di.^courage  im- 
ports T'v  together  w  h  the  unusually 
co/y  rel  hip  between  the  Japanese 
Governm^  nd  corporate  conglomer- 
ates— Japai  .  cause  many  ptiople  to 
question  the  .vent  to  w  hich  one  of  our 
major  trading;  partners  is  playing  by  the 
rules  of  the  game. 

In  response  to  this  concern,  the  point 
Is  frequently  made  that  the  United  States 
dues  not  try  hard  €nou::h  to  export  to 
Japan,  that  we  are  gradually  Io>ing  our 
share  of  tiie  Japanese  market  to  our  in- 
ternational competitors  To  the  extent 
that  we  are  indeed  a  declminR  factor  m 
Japanese  purcha.ses  from  abroad — the 
point  can  be  argued  both  ways — thLs  rr.aV 
well  be  attributable  to  t.he  fact  that  coun- 
tries such  as  the  EC  members  are  harciy 
reluctant  to  brmg  substantial  and  ap- 
parently successful  pressure  to  bear  on 
the  Japanese  and  deman  greater  access 
to  their  markets 

The  r*?c^:  t  report  by  the  Common 
Market's  Executive  Commission  contains 
startling  evidence  of  European  discon- 
tent over  Japanese  trade  policies  and  sur- 
pluses. The  tenor  of  the  report  and  its 
deroifatory  references  tj  the  Japanese 
people  are.  in  mj  opinion,  entirely  un- 
called for  and  out  of  place.  It  quickly  be- 
comes apparent,  however,  that  the  Euro- 
pean nations— A  hose  trade  deficit  with 
Japan  is  only  $6  8  billion  compared  to  our 
fifirure  of  $12  billion — are  more  than  pre- 
pared to  threaten  retaliation  in  no  un- 
certain terms  unless  the  Japanese  take 
prompt  action  to  redress  the  situation.  It 
Is  apparently  not  out  of  place  In  Europe 
to  recommend  consideration  of  ''certain 
measures  which  would  reduce  in  a  signifl- 
cant  manner — though  not  in  a  sufllcl- 


cntly  Important  way  to  sparic  a  world- 
wide trade  war — Japanese  m^porCs  into 
(he  European  Community  " 

I  fully  appreciate  the  importance  of 
trade  and  friendship  between  the  United 
Stales  and  Japan.  I  frankly  admire  Ja- 
pan's ability  to  compete  internationally 
and  think  we  could  leam  from  the  way 
the  Japanese  manage  their  economic  af- 
fairs. I  recognize  that  the  Japanese  Gov- 
ernment has  staled  it  is  prepared  to  work 
with  \xs  to  resolve  our  trade  problems. 

None  of  thus,  however,  detracts  from 
the  basic  fact  of  an  enormous,  oagoinjc 
bilateral  trade  deftoit  with  Japan  which, 
despite  evidence  of  short  term  Improve- 
ment,  gives  every  mdication  of  continu- 
ing far  Into  the  future. 

I  believe  we  have  a  nght  and  an  obllga- 
tian  to  cast  some  light  on  the  reasons  un- 
derlying our  trade  problems  with  Japan 
and  other  nations  such  as  South  Korea, 
Taiwan.  Singapore.  Indonesia,  and  Hong 
KoiiK.  with  whom  we  have  a  combined 
deficit  nearly  as  lar^e  as  with  Japan.  I 
believe  we  must  deterrnm**  what  can  be 
done  to  resolve  these  tride  problems, 
multilaterally  If  pos.sible.  unilaterally  if 
necejvsary. 

Last  December  I  asked  the  General  Ac- 
counting OfTlc^e  to  undertake  an  analysis 
of  Japanese  trade  pohcy  for  the  Joint 
Economic  Committoe  to  determine,  on  a 
case  study  buMS.  the  extent  to  which 
Japanese  nontarifT  oarners  constitute 
obstacles  to  Amerir.m  exports  During 
the  summer,  after  the  June  economic 
summit  in  lokvo.  I  plan  to  hold  cornpre- 
hen,sive  heaiint;s  m  the  JEC  on  United 
States^apanese  trade  and  the  re^iults  of 
the  GAO  studv 

At  a  time  when  Japan  is  running  huge 
trade  surpluses  and  we  have  a  deficit  of 
over  $30  billion.  I  think  we  should  know 
why: 

We  arc  unable  U)  conclude  an  aj^ree- 
ment  on  Government  pronTement  with 
the  Japanese  ihiit  would  permit  American 
f^rms  full  arcps.s  to  bu!s  on  orders  worch 
over  billion  annu.ilh"  placed  by  the 
Nippon  Telepl^one  arul  Telc^rraph  Corp. 
The  Japanese  are  consciouslv  and  stead- 
fastly prutectm^c  a  siK'i.iTicant  n^.arket  m 
which  we  a'^  particularly  competitive.  It 
U  not  by  accident  that  the  NTT  pur- 
chases only  four-tenths  of  I  percent  of  its 
equipment  from  abroad  If  the  Japanese 
are  uiiwillmK  to  elimu\ate  this  overtly 
protectionKst  restriction,  wlurh  has  >is- 
sumed  Important  s>  mboUc  overU)nes. 
then  one  must  question  tlieir  wulinKne^s 
to  help  us  address  common  trade  prob- 
lems. 

The  Japan  Tobacf^o  1  Salt  Public  Corp., 
with  a  monopoly  on  the  $7  5  billion  to- 
bacco market,  marks  up  the  price  of 


American  cigarettes  by  350  percent, 
rendering  thein  uncompetitive  with  Jap- 
anese citgarettes.  and  prohibits  Amerl- 
can  brands  from  advertising  in  Japanese 
lai\(;uaKe  publications. 

The  Japanese  have  a  ''high  yen  meas- 
ures law**  enabling  the  Government  to 
underwrite  any  losses  incurred  by  eligible 
exporters  as  a  result  of  the  rise  In  value 
of  the  yen.  thereby  negating  the  equili- 
brating lorces.  including  the  famous 
J-curve  effect,  that  are  supposed  to  bring 
our  trade  back  more  nearly  Into  bal« 
ance. 

The  cheapest  color  television  set  avail- 
able  to  the  Japanese  consumer  sells  for 
$600  while  an  American  consumer  can 
buy  an  equivalent  Japanese  set  in  this 
country  for  about  half  that  price. 

The  Japanese  public  is  forced  to  pay 
$45  per  pound  for  beef,  when  American 
producers  could  put  quality  beef  on  the 
Japanese  market  for  a  small  fraction  Of 
that  cost. 

The  Japanese  make  product  approval 
Inordmately  difficult  and  time  consuming 
for  foreign  competition  and  frequently 
refuse  to  accept  testing  data  done  out- 
side the  country.  A  re\lew  of  cases  pend- 
before  the  Joint  United  States-Japan 
Trade  Facilitation  Com^mittee  provides 
clear  evidence  of  the  degree  to  which 
testing  procedures  and  standards  based 
on  design  rather  than  performance  crite- 
ria Inhibit  the  flow  of  U.S.  goods  Into 
the  Japanese  market. 

Japan,  which  produces  no  grapefruit, 
nevertheless  retains  strict  quotas — de« 
spite  recent  concessions — on  the  importa- 
tion  of  American  grapefruit  and  Juice. 

Why  Japan,  having  established  a  $12 
billion  trade  surplus  with  this  country, 
balks  at  the  expedited  lowering  of  tariffs, 
previously  agreed  to.  on  computers,  semi- 
conductors  and  color  film. 

This  Is  merely  an  illustrative  list  of  the 
sort  of  questions  that  must  be  answered 
in  a  dispassionate,  unbiased  manner  if 
we  are  to  understand  and  better  manage 
our  trade  problems  with  Japan. 

As  we  stnve  for  symm'»try  In  United 
States-Japanese  trade  at  the  hichest  pos- 
sible level  and  in.sist  on  the  elimination 
of  Japanese  nontariff  barriers,  it  is  im- 
portant to  understand  that  we  are  not 
seeking  confrontation  with  Japan. 

We  are.  however,  prepared  to  Insist 
that  Japan,  which  has  become  a  ranking 
world  economic  power,  accept  the  re- 
spon.sibilities  that  inevitably  accompany 
that  status.  The  sort  of  Insular,  siege 
mentality  that  characterizes  the  Japa- 
nese approach  to  international  trade  was 
understandable  in  the  wake  of  World 
War  II.  but  is  grossly  out  of  place  for  a 


major  m'orld  tratiinij  power  m  an  era  of 
Interdependence. 

Probably  more  than  any  other  nation. 
Japan  benefits  from  international  trade 
and  has  a  vested  interest  in  preserving 
111  access  to  world  markets,  particularly 
that  of  the  United  sutes  Japan  also 
benefits  from  the  global  .>iabthty  and 
sense  of  security  that  is  a  direct  result  of 
our  willingness  to  devote  a  substantial 
portion  of  our  wealth  to  the  def ePJ>e 
the  free  world.  The  Japanese  reap  t.^'.e 
advantages  of  the  American  security 
blanket  but  contribute  virtually  nothing 
to  the  cost  of  this  effort .  and  spend  1  per- 
cent of  their  gross  national  prtxluct  on 
defense.  The  comparable  figure  for  l^e 
United  States  Is  5  percent. 

Despite  the  existence  of  a  $12  billion 
trade  deflicit  tn  1978.  it  is  clear  that  7%- 
pan  is  not  the  sole  source  of  our  trade 
problems.  It  would  be  wrong  and  self- 
defeating  to  attempt  to  export  the  blarr.e 
for  our  economic  difficulties  There  are 
some  nasty  scars  on  our  bacic.  but  many 
of  our  trrxde  wounds  are  se!f-inf!icted 
They  result  from  our  past  patterns  of 
generosity,  tolerance  m  negotiations,  a 
radically  altered  international  economic 
environment,  and  longstanding  dcmes- 
tic  economic  policies  urgently  in  need  of 
reform.  The  United  States  will  not  be- 
come truly  competitive  m  the  interna- 
tional  marketplace  until  we  put  our  ow*n 
economic  house  In  order. 

There  are  important  mea5ures  we  can 
and  must  take  to  protect  our  dcmes'iic 
producers  and  encourage  .\rr.erKan  ex- 
ports without  doing  violence  to  the  cur- 
rent system  of  International  tiade.  We 
should  be  prepared  to  act  promptly  to 
Insure  that  American  lndus:ry  has  ade  - 
quate protection  again^st  prHatorv  tr^de 
practices.  We  can  no  lon^'er  tolerate 
situations  In  which  fore;i?n  ron^petitors 
utilize  unfair  trade  practice*?  to  rout  and 
destroy  a  domestic  industry,  '^uch  a.s  tele- 
vision, and  remain  Immune  from  punish- 
ment until  they  have  achieved  their 
objective. 

Existing  fair  trade  laws  n?rd  not  be 
enforced  in  a  protectionist  manner,  but 
they  should  be  enforced  and  improved  to 
luake  enforcement  more  timelv  and  ef- 
fective. There  is  reason  to  believe  that 
Congress  will  take  appropriate  action 
in  this  area  in  the  context  of  MTN  im- 
plementing legislation. 

It  ia  hardly  enough,  however,  to  pro- 
vide effective  relief  from  tho^e  who  do 
not  play  by  the  rules  of  trade  We  muit. 
at  the  same  time,  make  a  concerted  ef- 
fort to  awaken  the  American  business 
community  to  the  importance  of  exports, 
provide  appropriate  incentive^;  and  sup* 
port  for  export  activities,  and  do  away 
with  the  adversary  relationship  l)etween 


government  and  business  that  marks 
tills  Nation  as  umque  in  the  interna- 
tional community  ani  crlpp!«s  our  trade 
potential. 

Ever  since  the  World  War  II.  the  ma- 
jor concern  of  our  economic  policy  has 
been  to  maintain  an  adequate  level  o^ 
demand  in  the  system.  Thi.s  year's  JEC 
annual  report,  which  for  the  first  time 
in  20  years  was  endorsed  by  all  com- 
mittee members,  points  out  that  the 
time  has  come  for  a  fundamental  re- 
orientation In  our  econoCTiic  strategy. 
The  JEC  reports  suggests  that  the  sup- 
ply side  of  the  economy  should  be  our 
major  area  of  concern  and  points  out 
that  poUcler  which  expand  our  capacity 
lo  product  poods  and  services  more  ef- 
ficiencly  nre  the  most  effective  way  to 
deal  wHM  c  ;r  current  economic  problems. 

We  laco  a  capital  formation  crisis  of 
major  proportions  m  this  country,  prl- 
:narily  because  our  tax  policies  for  the 
r.^st  30  yoars  have  punched  saving?  and 
investment  while  encouraging  cotisump- 
Tiun  Our  ai'Proach  to  capital  investment 
for  the  mccicmization  of  our  productive 
capacity  an  i  .'or  research — both  of  which 
have  an  important  bearing  on  export 
potential— Jios  reiardcd  our  ability  to 
compete  internationally. 

PiO'iucti\uy  growth  in  our  economy  is 
fa*,  from  o.t;ui!actory.  and  increased  by 
only  08  percent  m  1978.  Our  rate  of 
prodactiv;:y  growth  for  the  decade  1966- 
76  was  only  2.2  percent,  a  decrease  of 
45  percent  irom  the  previous  10  years. 
During  ti^e  same  period,  productivity  in 
Japan  hah  grown  by  an  annual  rate  of 
8  9  pf»rcen»  and  we  are  .seemg  the  results 
m  our  bal.ince  of  trade.  While  it  is  true 
tiiat  US.  productivity  levels  remain 
above  tho.^e  of  our  competitors,  recent 
trends  are  alarming  and  hardly  au«er 
well  for  our  future  performance  in  inter- 
national trade.  We  must  take  immediate 
steps  to  improve  productivity  In  our 
economy;  iax  incentives  Tor  Investment 
and  hberah2ed  schedules  for  depreciation 
would  certainly  be  steps  in  the  right 
airectlon. 

LlTecwi\e  anti-aiflationary  policies,  in- 
cluding decreased  levels  of  Kovernment 
si>€ndinR  :is  a  portion  uf  gross  national 
product,  are  obviously  a  prerequisite  to 
irr  proved  ijorformance  m  intends  tional 
trade.  0.:r  continuing  problems  with  In- 
flation erode  much  of  the  competitive 
advantage  we  should  expect  to  enjoy 
Irom  appreiKVjon  of  currencies  such  as 
the  yen  ma  the  mark.  Chronic  inflation 
renders  »  .\vy  U.S  products  noncompcti- 
:ive  in  fo  markets  and  debases  the 
value  of  o  r  currency. 

Finally.  ^  ^  a  time  when  the  Minister  of 
Trade  Is  fre^,  -^ntly  the  second  most  Im- 
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portant  figure  in  the  governnjent  of  our 
competitor.N.  potential  U  S.  exporters  de« 
sen'e  the  support  and  encouragement 
that  would  be  provided  by  a  Department 
of  Trade  and  investment  along  the  lines 
proposed  by  Senators  Risicorr  and  Roth 
and  recently  endorsed  bv  the  Senate  Fi- 
nance Ccmmittec.  With  international 
trade  beroming  an  increasmgly  competi- 
tive and  miportant  ingredient  in  national 
prosperity,  there  is  a  transparent  need 
for  a  branch  ol  Government  with  a  man- 
date to  asiiist  and  encourage  our  exnort 
performance. 

To  the  extent  that  we  can  control  in- 
flation, reuuce  Government  spending,  m- 
crea"**  proiactivity,  and  encourage  sav- 
ings  and  investment  domestically,  we 
shall  ineviujbly  enhance  our  abilitv  to 
compete  successfully  m  international 
markets.  This  is  a  challenf^e  we  are  pre- 
pared to  accepL 

At  the  same  time,  we  must  continue 
to  Insist  that  the  markets  of  our  trad- 
ing partners  be  demonstrably  as  open 
as  ours,  m  practice  as  well  as  in  theory. 
Our  friends  must  understand  that  the 
United  States  of  America,  by  far  the 
world's  largest  consumer  of  world  ex- 
ports, will  no  longer  tolerate  huge,  long- 
term  balance  of  trade  deficits.  regardJe^ 
of  their  ultimate  cause  If  such  disloca- 
tions :ire  inherent  in  the  international 
tradinu  system,  then  it  may  be  tune  to 
take  a  new  look  at  the  system.  It  may  be 
time  to  search  for  realistic,  workable 
alternatives  to  -free  trade"  that  will 
make  this  and  other  nations  less  suscep- 
tible to  the  riKors  of  ecopolit.cal  compe- 
tition between  nations  and  bloc5  of 
nations 

In  a  world  of  perfectly  free  and  per- 
fectly competitive  inte; national  trade. 
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**free  trade"  might  well  deliver  the 
benefits  traditionally  claimed  for  it. 
Just  ao — given  the  conditions  of  a 
vacuum — a  feather  will  fall  as  rapidly 
as  a  lead  pellet.  In  the  ideal  world  of 
free  trade,  we  would  have,  every  nation 
dbing  what  it  does  best,  free  to  export 
its  achievements  or  abundance,  and  im- 
port its  requirements.  The  globe  would 
become  a  single  economic  entity,  with 
all  countries  contnbuting  to  the  bene- 
fiting from  interdependence.  In  con- 
juring up  these  images,  one  can  almost 
hear  the  sails  of  the  clipper  ships  snap 
to  the  wind  as  we  savor  the  benefits  c5 
triangle  trade. 

Unfortunately  for  this  glorious  global 
vision,  our  trading  relationships  are  not 
conducted  in  the  vacuum  of  theory. 
Rather,  we  are  doing  business,  with  a 
notable  lack  of  success,  in  a  real  world 
nf  den(  its  and  surpluses,  cartels,  govern- 
ment control  of  industry,  widely  diver- 
gent national  objectives,  and  cleverly 
disguised  protectionist  attitudes  and 
policies. 

We  need  a  trade  policy  that  is  fully 
consistent  with  these  realities.  We  need 
fundaMental  reforms  in  domestic  eco« 
nomlc  policy  that  will  render  us  more 
competitive  in  international  trade.  We 
must  k:ndle  an  awareness  of  the  mag- 
nitude of  our  trade  problems  and  the 
importance  of  export  performance.  We 
must  work  with  our  trading  partners 
to  ehniinate  inequities  in  the  current 
system  and.  if  we  are  unsuccessful  in 
this  effort,  we  must  be  prepared  to  con- 
sider alternatives  to  the  doctrine  of  free 
trade  that  has  been  the  hallmark  of  our 
international  economic  policy  for  so 
many  years. 


Debate  Proposition  Two 


Re80iakis  That:  Thk  United  Statks  SHoru>  Significantly  Re- 

DUC^K  PlBLU    AND  l^KIVATE  DlSTRlBlJTlON  OP  WEAPONS  TO  FoREIQK 
COUNTRIKH 

The  export  of  U.S.  arms,  ammunition,  and  the  implements  of  war 
has  been  a  subject  of  controversy  since  World  War  L  Discussion  has 
focused  on  the  moral  implications  of  exporting  or  denying  arms  to 
foreign  countries,  the  impacts  at  home  and  abroad  of  arms  traffic,  and 
the  nature,  extent,  and  criteria  of  proper  governmental  arms  export 
controls. 

In  1976,  Con^ss  passed  legislation  establishing  the  Arms  Export 
Control  Act  to  improve  Executive  branch  controls  and  congressional 
oversight  of  U.S.  arms  sales.  In  1977,  President  Carter  formulated  a 
new  conventional  arms  transfer  policy.  Both  of  these  actions  were  ^ 
taken  after  extensive  study  and  debate,  and  both  have  stimulated  u 
great  deal  of  comment.  Some  parties,  including  many  with  manufac- 
turer and  i^xporting  interests  have  called  for  less  restrictive  export 
policies;  many  government  officials  charged  with  forei^  policy  and 
national  security  responsibilities  have  sought  to  establish  close  gov- 
ernment regulation  of  the  flow  of  U.S.  defense  articles  and  services; 
while  other  coneernod  individuals  and  organizations  have  urged  an 
end  to  U.S.  arms  exports  to  most  countries. 

The  following  articles  were  selected  to  provide  basic  background 
information  on  U.S.  conventional  arms  transfers  and  the  primary 
rationales  used  by  various  advocates.  Since  arms  transfers  overlap 
with  both  trade  and  aid,  additional  material  that  is  relevant  to  this 
resolution  may  be  found  in  the  first  section  on  the  future  of  U.S. 
foreign  policy  and  under  the  other  two  resolutions. 
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Etcerpto  From  Testimony  of  Hon.  Luct  Wii^on  Benson,  Unokr 

iSKCRETARY  oK  Sl  VlH  t\)R  SECURITY  A^SIKTANCK,  SciKNC  K  AND  TkcII 
NOUXIY,  BeKoHK  the  SUBCOMMITTEE  ON  InTERNATIONAI-  SECtfRITY, 
GOMMITTKE    ON    FOREION    AfFAIRS,    HoITSE    OF  REPRESENTATIVES, 

Fkbruakv  -JC,  1!)T0.  In(i,ui)ino  FV  15)80  1».j(m»ram  Data 

Mr.  Chainiiiui,  Mfmlxjis  of  the  Subcommittee:  1  am  pleast'd  to  have 
the  opportunity  to  testify  on  the  Atliuinistiation's  fiscal  year  80  re- 
quests for  uiteriiatioiuil  seiurity  assistance.  We  are  requestini;  an  ap- 
propriation of  $2,7!>4  million  to  limuice  pro^  rams  totullinir  $4 .-J.'U;  mil- 
lion. Let  me  state  at  the  outset  that  this  is  a  lean,  Imiv  bones  letiiicst  in 
keeping  with  the  President's  policy  of  hiul^rt't  isteiity.  It  is  the  mini- 
mum request  consistent  with  our  national  scu'iiiitv  am*  the  seciiritv  of 
our  allies  and  friends  abroad.  I  will  return  U)  (his  po^nt,  later 

Developments  m  the  Middle  Kast  and  Southeast  Asia  have  siiown 
once  again  how  the  l  nitcd  States  and  friendly  countries  hav»'  shared 
coneeiiis  about  s.-cunty  and  defense.  Inter.i  itional  defense  nmnera- 
tion  is  us  important  as  ever. 

The  growinfrc.>st  and  complexity  of  modern  (h  fense  (•(niipment  make 
It  increasin;r|y  .lifhciilt  for  many  allies  and  friends  to  meot  all  leciti- 
mate  defense  recpuremcnts  by  themselves.  C.S.  financial  loans  to  help 
them  acquire  •u-edcd  defense  equipment  and  trainiiifr  ir.volve  modest 
suins  but  are  of  much  signilicance. 

Similarly,  i!..-  need  for  cooperation  in  reinforcing'  re^'ioiial  slabilitv 
by  addressing'  social  and  economic  pioMems  in  key  countries  has  init 
lessened  in  import;iiirr.  as  the  situation  in  the '.Neiir  Must  clearly 
demonstrates. 

In  my  testimony.  I  will  review  om-  :iriiis  transfer  policv.  hrieflv  (>x- 
plaiii  the  ^.'eneial  purposes  of  (air  se.  iiritv  assistiiiire  pr  )"<,'iiiiiis.  place 
the  hscal  yeiir  l!>SO  re.iiiests  in  an  historical  perspective,  and  describe 
regional  and  <  (Hintry  pru^rrams  ami  olijectives. 

ARMS  TILWSKKK  CoLlCV 

The  IVesideiifs  iirnis  transfer  p.)licv  is  almost  two  vears  old  It  lias 
been  suc(vssful  m  lM)th  policy  and  proeediiral  terms. 

We  have  iiirl  the  twin  ol)j...-ti ves  of  (1)  a.hievin^'  <l.'iiionsl rable 
i|ualitative  and  (imintilat  i  ve  restraint  in  transfers  to  the  (le\ elopiii" 
world  while  .•onlmiiitif:  to  meet  the  lej:itiiMate  needs  of  our  allies  and 
friends,  and  ( ■_' )  dev.. I. .pin- a  decision  iiia k in-- an. I  maiianvin..nl  pro,- 
ess  that  inc  nd.s  Inder  fonvastin^r  aiul  deterniiiial ion  of  priorities, 
thoi  oii;r|,  poll,  y  analysis  of  major  sales  cases,  and  more  accurate  book- 
keeping. 

Let  nic  briefly  review  the  six  .pialitative  controls  wlii.  h  nr.'  the  heart 
of  the  policy  : 

I.  The  I'liite.l  States  will  not  he  the  first  supplier  to  introduce 
into  a  re^'ion  iiewly-devel.)pe.|  a.lvaiiced  weapons  whi.-l,  would 
create  a  new-  or  significantly  higher  .  ombat  capability. 
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2.  The  United  States  will  not  sell  such  weapons  until  they  are 
operationally  deployed  with  United  States  forces. 

3.  The  United  States  will  not  permit  development  of  advanced 
weapons  solely  for  export. 

4.  The  United  States  will  not  permit  co-production  by  other 
countries  of  >igiiilicant  weapons,  equipment  or  major  components. 

5.  The  United  States  will  not  allow  United  States  weapons  or 
equipment  to  be  transferi'ed  to  third  countries  without  U.S.  Gov- 
ertunent  consent. 

t).  The  United  States  will  not  permit  United  Stat^js  Embassy, 
military  or  industrial  representatives  abroad  to  promote  the  sale 
of  arms. 

Virtually  all  of  ttie  turnoffs  or  turndowns  of  sales  as  a  result  of  the 
policy  wen»  based  on  tliese  controls.  However,  because  the  policy  ex- 
plicitly prov^ides  for  Presidential  exception  to  the  controls  in  extraor- 
dinary circumstances  or  to  offset  quantitative  or  other  disadvanta^ 
to  friendly  countries  wliere  tliere  is  a  threat  vo  a  rej^ional  balance,  tne 
controls  liave  proved  sufficiently  flexible  to  permit  sales  considered 
important  to  our  natioiuil  security  interests. 

There  is  a  great  pivoccupation  with  the  arms  transfer  ceiling.  Some 
allege  that  the  eight  percent  reiiuction  in  fiscal  year  1978  was  achieved 
only  by  creative  bookkeeping,  Othex^s  claim  tliat  the  ceiling  is  an 
arbitrary  rastraint,  unrelated  to  U.S.  national  interests,  that  has  pre- 
vented siles  that  ought  to  have  been  made. 

In  fact  the  ceiling  is  not  a  shibboleth  but  a  tool  to  be  used.  It  has 
been  a  valuable  management  tool  which  supplements  the  more  sub- 
stiintive  (|iialitativ(»  controls.  It  forces  the  decision-making  machinery 
to  think  and  act  in  new  ways,  rejecting  the  shift  in  the  burden  of  proof 
from  the  opposed'  to  the  proposers  oi  an  arms  transfer.  Moreover,  bv 
exemptini;  NATO,  Japan,  Australia  and  New  Zealand  from  the  ceil- 
\n}r,  ample  attention  was  paid  to  security  needs  and  the  PresMent 
provided  the  safety  valve  of  an  exception  if  circumstances  wa  '"nt. 
Obviously  the  ceiling  cannot  be  reduced  indefinitely  in  the  absence 
of  fundiuncntal  political  changes  or  multilateral  cooperation.  The 
President  has  stated  that  a  key  factor  in  the  determination  of  arms 
transfer  hovels  for  fiscal  yei^r  1980  will  be  the  extent  of  cooperation  we 
receive  from  others. 

For  fiscal  year  1978  the  President  set  the  ceiling  at  $8,551  billion— 
an  8%  ivdiK'tioii  from  the  tvlevant  arms  sales  total  of  the  preceding 
vear.  The  final  year — total  of  ceiling— related  transfers  was  $8,538 
billitMK  V\\\w  wns  a  decliiH*  in  sales  of  over  three  cpiarters  of  a 

billioi^  dollars  horn  1977  to  1978  adjusted  for  inflation.  For  the  cur- 
rent tiscnl  vear  tho  President  has  established  another  8%  cut,  ^yhich. 

ridjnst.Ml  for  iitlhition,  provides  for  a  fiscal  year  1979  ceiling  of 
$8.4:i  billion. 

OKNKUAT,  rrnPOSKR  OF  SKCT'^MTV  A881HTANCE 

Our  nnlitarv  assistance,  FMS  [Fon  i  Military  Sales]  financing, 
and  IMKT  |  international  Military  Kilucation  and  Training]  pro- 
grains  direetly  support  an  important  oJ>j^^ctive--^to  help  friendly  na- 
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tions  mttintain  adeiiuate  military  estahlishiiKMits  for  their  self-defense, 
thus  oontribu!  ing  to  both  mutual  security  ami  inainteiianee  of  regional 
balances. 

Our  security  support injj  assistance  (SSA)  programs  support  the 
peaceful  resolution  of  disputes  by  providing  eiononiic  aid  to  nations 
m  regions  hes'»r  hy  serious  conflict.  They  also  promote  the  e<'onomic 
and  political  stability  in  selected  countries  and  regions  and  support 
activities  that  further  the  national  >ccurity  interest  of  the  United 
States. 

All  of  our  security  assistance  programs  are  designed  to  support  our 
efforts  to  pi'omote  respect  for  hunnin  rights. 

Our  security  assistance  programs  nrc  not  actw  of  charity;  they  serve 
mutual  interests.  Although  tlie  several  military  and  SSA  programs 
uitfer  in  content,  they  al!  contribute  to  the  overriding  U.S.  foreign 
policy  and  national  security  interest  -to  shape  a  nu)re  peaceful  world. 

Unresolvec'  conflicts  in  the  Middle  Kast,  Southea.st  Asia,  and  South- 
ern Africa— to  cite  only  a  few— nail  for  continuing  efforts  by  the 
United  States  and  others  to  support  peaceful  solutions.  Security  as- 
sistance programs  reinforce  U.S.  politual  ties,  nniny  of  long-standing 
and  proveii  value,  with  key  countries  in  tlu.e  unsettled  regions.  In 
addition,  our  security  assistance  prognims  and  nmtual  security  ar- 
rangements-  as  with  the  Philippines,  Spain  and  Portugal—strengthen 
the  global  and  regional  security  positions  of  the  United  States.  Our 
steadfast  sppport  of  thesc^  allie(r:in(l  friendly  nntions  has  proven  bene 
licial  to  them  and  to  us,  and  will  continue  to  do  so. 

KKLATIOXSHIP  TO  HI  MAN  RIGHTS 

The  fiscal  year  lUHi)  programs  continue  this  Administration's  em- 
phasis on  the  promotion  of  respect  for  internationally  recognized 
hunuui  rights.  We  weighed  the  human  rights  practices'of  each  pro- 
posed recipient  country  at  ench  step  of  u  rigorous  budget  process.  Our 
requests  are  c()nsistent  with  th«^  President's  policy  guidmce  and  all 
statutory  rc(iiiiremcnts  concerning  human  rij^nts  practices  and  secu- 
rity assistance. 


(TXn.l'SION 

In  conclusion,  I  return  to  mv  opening  theme  of  austerity.  We  have 
carefully  cxaniincd  the  (iscd  yivir  1!>S()  program  ri'(|u<'sts.  Wc  cut  pro- 
grams where  wc  thought  they  could  be  cut.  Wc  ir.creased  some  i^r^- 
prams  and  added  a  few  new  ones  where*  we  are  firiidy  convince<l  it  is 
in  our  interest  to  do  so.  The  proposed  fiscal  year  security  assist- 
ance prograiiis  reflret  onr  judgment  of  what  is  rc(|uired  to  advance 
and  sustain  important  !\S.  iritional  iiiti'rcsts  abroad  during  a  period 
of  Udt  tightening  at  home.  We  believe  these  programs  merit  your 
support. 
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(X)N(}RE.SS10NAL  PRESENTATION  DOCUMENT 

FificAL  YmAR  1980  Secukity  Assistance  Proorahb 

The  soourilv  ussistance  programs  proposed  for  FY  1980  are  impor- 
tant instruments  of  United  States  foreign  policy.  By  assisting  friendly 
and  al!ied  nations  to  acquire  and  maintam  the  capability  to  defend 
themselves,  we  serve  our  worldwide  interests  in  collective  security  and 
peace.  By  providing  economic  assistance  in  areas  where  the  United 
States  has  special  security  interests  and  has  determined  that  economic 
assistances  can  be  useful  in  helping  to  secure  peace  or  to  avert  major 
economic  or  political  crises,  we  promote  major  United  States  foreign 
l)olicy  and  national  security  intei*ests.  Through  the  military  programs 
we  provide  defense  articles,  defense  services  and  training  by  grant  and 
sale.  Through  the  Security  Supporting  Assibtance  (SSA)  programs, 
we  provide  basic  economic  budget  support  as  well  as  projects  specifi- 
cally directed  toward  meetinjg;  basic  human  needs  in  agriculture,  Iiealth, 
family  planning,  and  education  on  a  loan  or  grant  basis. 

Many  nations  look  to  the  United  States  for  the  equipment,  training 
services  and  economic  support  they  are  unable  to  provide  themselvea 
and  which  they  deem  essential  for  the  protection  of  both  their  inde- 
pendence and  territorial  integrity.  At  tne  same  time,  these  countries 
expect  steadfastness  of  policy  and  constancy  of  purpose  in  terms  of 
their  continuinjj  ties  with  the  United  States.  The  security  assistance 
programs  are  critical  elements  of  this  relationship. 

In  formulating  the  programs  proposed  in  this  Congressional  Pres- 
entation Document,  we  have  weighed  human  rights  practices  in  each 
of  the  proposed  recipient  countries.  We  continue  to  emphasize  the  pro- 
motion and  advancement  of  respect  for  internationally-recojpized 
human  rights.  We  are  especially  mindful  of  the  mandate  in  Section 
5()2HU)  (ii)  of  the  FortMgn  Assistance  Act  of  1961,  as  amended,  that 
the  President  formulate  and  conduct  his  security  assistance  program 
in  a  manner  that  will  advanoo  the  human  rights  practices  of  the  gov- 
ernments of  recipient  countries.  Full  and  factual  accounts  of  human 
rights  practices  of  governments  of  countries  proposed  for  security 
assistance  in  fiscal  year  1980  are  l)eing  forwarded  to  Congress  under 
separate  cover,  together  with  tht  reports  called  for  by  Section  116(d) 
of  the  P'oreign  Assistance  Act  of  1961,  as  amended,  fci-  countries  re- 
ceiving economic  development  assistance. 

In  May  1977,  the  President  directed  that  our  security  assistance  pro- 
grams be  formulated  and  implemented  in  a  manner  that  is  consistent 
with  i\  policy  of  ivstniint  in  the  field  of  arms  transfers.  At  the  same 
time,  (he  President  nuide  it  clour  that  we  would  continue  to  utilize  arms 
transfers  to  pioniote  our  soi  hi  ity  and  the  security  of  our  close  friends. 
The  security  assistuiu*»  profxrains  proposed  in  this  Con^^ressional  Pres- 
entuti(m  Document  are  coiisisten*  with  this  policy  direction. 

Thrre  liiv  five  major  socuiiiy  ussistance  programs  proposed  for 
fiscal  year  1980: 

7hr  Miflfan/  A.^sisfanrr  Program  (MAP)  by  which  defense 
articles  and  defiMiso  sci  vices  are  provided  to  eligible  foreign  gov- 
ermnents  on  a  ^rant  basis.  For  fiscal  year  1980,  we  are  proposing 
a  Military  Assistance  Program  totalling  $88.8  million  in  grants 
to  four  countries  in  which,  except  for  Jordan,  we  have  important 
military  bases  or  facilities.  In  addition,  an  authorization  for  $56.8 
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million  is  lequcstod  for  the  inanagompnt  of  the  program  and  for 
t  10.  .lo.ivtM  V  .)f  materu'l  fundiMl  under  MAP  in  previous  Vfars.  Of 
this  ttmount,  $.11  0  million  will  be  rcimburst-d  from  adlninistru- 
tivo  charges  paid  hy-  foreign  governments  in  connection  with  sales, 
and,  thus,  the  net  funding  re.juest  is  for  $:>4.8  million.  The  nro- 
I.osed  hseal  year  i!»S(>  MAP  mograni  totals  $144.6  million,  com- 
pared  to  a  t,.t«l  fiscal  year  19^!)  program  of  $210.4  million  which 
provides  grant  materiel  for  Hvo  countries.  It  is  planned  that  after 
fiscal  year  1!)M.  grant  military  assistaii'-e  will  U-  provided  onlv 
m  exceptional  circumstances. 

The  Iitfnmitional  Mi/if  an/  ICIuaitlon  mul  Tmininq  (I  MET) 
^  '■"{/y>>'  hy  wl.K  li  training  is  provide.!  in  the  I'nited  States,  in 
the  (  aniil  /one.  and.  m  some  cases,  ^-ither  in  overseas  U.S.  mili^ 
tary  facilities  ..r  hy  the  use  of  mobile  training  team.s,  to  .selected 
foreign  military  and  r.'lated  .  ivilian  persoiuud  on  a  grant  basis. 
For  fisca  y,,,r  1!>S().  w,-  propose  an  IMK  /  program  of  $32.9  mil- 
lion wlii.  l.  would  provide  training  to  i)ers,,iinel  from  .52  countries 
Ihis  c.mpares  t.)  a  Hscal  year  1!)7!>  IMK  Y  program  totalling  $28.8 
million  which  provides  such  training  to  personnel  from  38 
countries. 

7'/ie  Forr-H,,,  A/i/ifon/  Sa/f,  (FMS)  Financing  Pvoqram  by 
wliicli  .  rejiits  an.!  I.)an  repayment  guaranties  are  provided  to  en- 
able eligil.le  foreign  governments  to  puivhase  defense  articles, 
defense  ■<«'rvices.  and  training.  For  fis.-al  vear  1!»80.  we  are  pro- 
posing an  Ij  M.s  hnancing  pn.gram  t..talling  $2.00.10  million  with 
rougniy  halt  of  fins  amount  being  all.x-ate.l  to  Israel  In  all  FMS 
•n.-in.  ing  "..uhl  he  provide,!  to  2.-.  .-ounh  ies.  This  compares  to  a 
ri>c:ii  year  I  I^M.S  (man. mg  program  totalling  :5l.!)7;i.O  million 
to  h<^  provided  to  2(1  ••ountries.  .\s  in  fiscal  year  1979.  virtually 
all  of  the  hnancinir  to  be  extended  (except  for  a  $.W0  million  loan 
to  srael  for  wlm  h  repayment  is  not  re.piired)  would  l)e  provided 
>y  the  iM'dera!  I-  iiianciiig  nank  with  repavinent  guaranties  i.ssiied 
hy  tlic  Department  of  Defense. 

Th,  S,.  „rlf,j  .<>,i,f,nrf;n„  .\.H>.,t„„n-  (SSA  )  Program  by  which 
economic  assivtam  e  is  provided,  o-i  a  loan  and  irrant  basis,  to  .se- 
lects countries  of  special  political  and  security  intevst  to  the 
«  nitcci  Mates  For  (is.al  year  1!IS(I.  we  are  proposing  an  SSA 
program  totalling  >;i.!t!t.-..  1  million,  witli  alx.ut  40  percem  of  this 
iimoimt  being  designated  for  Israel  and  about  45  percent  for 
r.gypi.  .FokI.iii.  Mild  Syria.  This  compares  to  a  fiscal  vear  1979 
program  total  of  $I.!H1.}  million,  of  which  $1,882.0  million  was 
appn.priate.l  im.h.r  the  K.onomic  .Support  Fund  account  ami 
K<.4  million  appropriated  under  tlie  Pea.fkeeping  Operations 
account.*  ' 

Forngt,  }f;i;f.,r,/  S„h'^  piiivliases  throiigli  wliicli  eli.rible  foi- 
eiirn  ^'overiiments  purchase  defense  articles  and  defen^^r servi<'es 
incliidiiiir  tramiiiir.  from  the  T'nit,  d  States  Government.  Tliis  Con- 
gressional Presentation  nocunient  in<  lu<les  data  on  actual  fiscal 
year  1978  imd  estimated  fis.  al  v<>ar  1979  and  fiscal  vear  1980  For- 
eign Military  Sales  agreements. 


./.Tifll  '.""•f'">f'<>n'»IJ'«'f"'-lf.v  Asdlnfonrp  Art  of  IftTH  nnipn.lp.1  fho  Forplen  AfmlBfiinrP  Apt 
of  llifl  ..  HImlnnf..  R.^.A  ,„,.l  f,.  suhRflfutr  fhr  K.-..M..rnl.-  Support  Fumi  Hn.l  ro«oJkPPnl„« 
n^\  ,:::^TXW^XnAt7t'''  Admim-traUon  pr.,posn.  ,o  rHurn  t'o'a  «ln«I.%SA  accent  In'lh? 
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FY  1980  SECURITY  ASSISTANCE  PROGRAMS  (Cont.nu«i) 
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Foreign  Military  Salkb  Financing  Program 

ono'c^^'S.  V'f'*^"  Export  Control  Act,  as  amended,  identifies 

one  of  the  Act  s  purnoses  as  authorizing  sales  of  defense  articles  and 
defense  services  by  tk-  United  States  (fovemment  "to  ?ri?rdly  coun- 
tries having  sufficient  wealth  to  maintain  and  supplv  their  own 
military  forces  at  ude^iuute  stren^jth,  or  to  assume  prSivelv  la^re? 
^J^datl'Tvith  tV ^"7'  without  undue  burden  ^o  tKonl  ",^^^^ 
JmHn  fnVh  1^  traints  and  control  measures  specified  herein 

St^^r.^T"  ;?\h  «y^«tives  of  the 'united  States 

tecoif^  t  J  '^nr  a«  amended,  also 

ZSZf  ^'  r/'.  ^'^'.'-""^^  the  growing  cost  and  complexity  of  defense 
H-v  m  r  tnllrlv  '"'"'^^'^^l^eiy  ^'^^'^^^  and  uneconomic  for  any  coun- 
iiy,  particularly  a  developing  country,  to  fi  1  all  of  its  legitimate 

Act  further  states  that  defense  cooperation  among  the  United  States 
illfZ  •      '  'i        <"  '"ocl  forces  "to  act  in  concert  to  deter  or 

o1^i;^irT;er;ulo'mr ^'^  '''''''  ^P^^'^^*^-^  compatibility 

aufhorSrthi?  Pro--/  ''!}^'^  ^'"T  ^'^^^"r*  ^^^^^^^  ^«t'  ^  an^^nded, 
ment  'miri^THr  help  finance,  by  direct  credits  and  repay- 

S  HK  W  '^^^""'^  defense  services 

^c  Juf  ^  forei;;,,  governments  and  inten.ational  organizations. 
»hh^«  Tl?'^  Sniaranties  provide  an  effective  means  for  easing 

.  hL  «f    '''l  governments  from  grant  aid  to  the  cash  pu? 

.has.,  of  iu;...le.l  |l,.(,.ns,.  articles  and  defc-nse  services  fro,,,  the  US 
MnccMhe  inception  of  our  credit  and  guaranty  programs  24  years 

n«H  t  tt'Hiporary  administrative  misunderstandings  on  the 
pait  of  fccMgn  governments  and  not  an  unwillingness  to  pay. 

For  hscrti  year  1080,  authority  is  being  requested  to  provide  credits 
am  guunint.es  totalhng  $2,()6;},0()0,()00  to  25  allied  anS  friendly  for! 
r^f.  eT  I  r^  "'\'  '.'- $1,000,000,000,  is  being 

'   i    !        *    i  I  •  ^^'"^^  of  repayment  for  $500,000,000 

of  this  amount.  About  37  percent  of  the  .rogram  funds  requested  is 

nd  P„^^^^  ^^"T"'  ^"'■''''>'  ^^P"'"'  Philippines,  Korea, 

and  Panama)   The  ix-mainder  would  be  provided  to  19  countries 

,3  ,  niHuded  in  the  reciiiest  for  fiscal  year  1980 

i<<<i\e(l  PM.s  hnaricmg  assistance  in  fiscal  vear  1979  -xcoDt  for 
Hotswaria  which  is  inrlu.le.j  f„rthe  first  time     ^  ^ 

Obhgadorml  .nithorify  iinioiinting  to  $r,r)6.S  million  is  beinff  re- 
MU.-ste,!  o  .arry  out  tho  :M,reign  A[ilitnry  Sales  financing  programs 
proposed  III  this  (lociiiiH'iit.  '  ^""10 


FOREIGN  MILITARY  SALES  FINANCING  PROGRAM 


I  Ay  ASU  I  PALlfli 
rndoncs (4 

R^ioi«l  Totdl 
•«AH  USr  I  SOtJTH  AM  A 

Turkey 


Ai  tuJK 


4<'J.  HNi 


1-1 


:  1.  V)0 
40  I,. MX) 


t  V 1 1 t  nl 


H  J  J0<1 


1  .»69.S0<j 


14.J,:^- 
4 }S .000 


I'i ,  M>1 


u\soo 


.*00 ,000 


4 


Al Hi' A 
Hut  '.«i*n« 

ftft^ionat  Totat 
Sol  1 V  t  i 

Colon*  1  A 
H41  tt 

tlfqionil  fotil 


2  ,r>')0 


[;^50(]  h/ 


I 


ui.i)no  j 

son  i 

»* .  J  JO  ! 

8  jm  i 

?.ici.ooo  I 


?.ooo 

lO.UOtj 
t  .^00 


6,00'J 
1?,S00 
SCO 

s.ooo 

?.000 
».000 


I  .W3,000 


( »  1 1 . . 


1 .40;, 


l2./uij 
300 
J.  100 


4/  P|/«»nt  Mitvfd  i^n  SOI  of  pro<jr**iii  •nou'^l 
11/  Olr^it  credit. 


297 


MlUTARY  A88I8TANCI9  PrOORAM 

Throujfh  thf  Military  Assistancp  Progrpin  (MAP),  the  United 
fc)latt>8  provides  defense  iirtieles  and  related  services,  other  than  train- 
ing, on  a  ^jrant  Iwisis  to  elijcrible  countries.  The  ninnbor  of  such  pro- 
grams continues  to  he  reduced  lus  this  program  approaches  a  planned 
nhttseout  after  FY'  15)81  unless  there  are  exce,)lional  cinmm.stances. 
During  fiscal  year  1?7{),  five  countries  aiv  programmed  to  receive 
grant  materiel  assistance. 

For  fiscal  year  1980,  we  are  proposing  a  program  totaling  $144.6 
million.  These  funds  would  he  used  to  provide  grant  materiel  as- 
si.stanc»-  io  four  count  l  ies  and  to  p^ .  administrative  costs  of  the  pro- 
gram and  the  costs  of  delivering  previously  MAP-funded  materiel 
m  the  pipeline  to  several  countries. 

Approximately  (iO  percent  of  the  proposed  military  assi.stance  pro- 
gram funds  would  be  u.s'hI  to  provide  materiel  to  four  recipient 
countries.  Some  40  percent  would  be  required  for  administrative  and 
genoral  costs,  which  would  vlefray  the  salaries  and  related  costs  of 
r.S.  personnel  engaged  in  administering  the  security  jussistance  pro- 
gram as  required  by  section  515  of  the  Foreign  Assistaixe  Act  of 
19(>l,  as  amended,  and  nacking,  crating,  handling  and  transporta- 
tiop  of  previously  MAP  funded  materiel. 
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MILITARY  ASSISTANCE  PROGRAM 
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Excess  Defense  Articlm 

saI*l'?cffi^T?l'"  »f  "ini^tered  by  the  Department  of  Defense  pur- 
suant to  the  h  oreipi  Assistance  Act  of  196L  as  amended  which  directs 

than  nrnviHinc^^^f  aid  ronuiren»ents  "whei-ever  possible  rather 
man  providmjr  such  ar  ich-s  by  tlio  procurement  of  new  items." 

in  dctorm.nmjr  wJuch  defense  articles  are  excess,  the  following  defi- 
nition, from  Section  ^4(^0  of  the  Foreign  Assistance  Act,rippliea : 
"Excess  .lefense  articles"  means  the  quantities  of  defense 
articles  owned  by  the  United  States  Government,  and  not 
I!*'"..'"  *»"^'^"'P'^t»"»       military  assistance  or  sales  re- 
qu  ements,  or  pursuant  to  a  military  assistance  or  sales  order, 
TppV  ^      T  r''''''''  Approved  Force  Acquisition  Ob- 

f  n?  ll  i^I^^^^T'*  R'"t^"ti«n  Stock  of  all  Depart- 

;irn  .  ?\  5  ^  «'"P<'"^'"t«      the  time  such  articles  are 

Tn  n'nK  ^  ^       "'ventory  by  the  supply  agency  for  delivery 
^  to  countries  or  international  organizat!ons  *  *  * 

nJV^'V^'^'i^  feasible.  Excess  Defense  Articles  (EDA)  are  used 
mstead  of  m^wly  prcx  ured  items  or  non-excess  stocks  to  meet  Militalv 
Assistance  Program  (MAP)  grant  aid  requirements  are  ar^ 

fcles  which  are  no  long^^r  needed  bv  the  V.l  Armed  FoJc^ 
m A  mTd  iH'conie  available  from  excess,  they  are  used  first  to 

meet  MAP  progra.nined  requii-ementi.  They  are  used  nextlo  substi 

xcessTt.^k'''l^  procuremLt  or  non- 

annl^^h  "^^^        P^^g'-ammcd  requirements,  they 

!!!  *PP''«d/*?«;"«^  j-^iuirements  that  have  been  validated  as  eligible 

xLfJ^^  .^'^"^  ""f  ^'l',"'"'  ^^'^^  n°  '°"<?er  needed  by Ij  S 
Armed  Forces  are  also  sold  under  For  ign  Military  Sales  procedures 
The  Arms  Export  Control  Act  limits  df,  annual ?a  ue  of^^A  that 
ma^-^be  provuted  foreign  governments  by  sale  or  grant 

rhe  estimated  worldwide  totals  for  EDA  programmed  under  CTant 
aid  in  hscal  year  1979  and  fi.cal  year  1980  afe  $1.4  mUlion  each.^ 
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MILITARY  ASSISTANCE  PROGRAM 
EXCESS  DEFENSE  ARTICLES  -  ACQUISITION  COST 


country 

Undel 1 vered 
FY  77  &  Prior 
Years  .'Vograrn 

Progranined 

FY  1978 

Total 

Del Ivered 
FY  1978 

EAST  ASIA  &  MClF  iC  . 

'ndonesia 

Korea 

PMl  ippines 
Ta  iMdn 
Tha  i land 

6,044 

8,937 
812 
821 

3. .^83 

- 

6,044 

81- 
82) 
3,283 

183 
6S9 
1 ,162 

Reqional  Total 

19,898 

19,898 

2,977 

NEAR  FAST  &  SO.  ASIA. 

TndTa 
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2 

 9SS 

6 

2 

_  961 

637 

Reqional  Tola  1 

9S8 

6 

964 

637 

EUROPE . 
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Turkey 

Ke<}iond1  lotal 

9? 
673 
19^^099 

13 

108 
673 
18,099 

C2 
86 

18,863 

16 

18,879 

178 

AHFRICAN            ICS  ■ 

Ooininu  an  9epubl  ic 
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Pdr.i.,  ly 
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2 
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lOH 
1  .S3) 
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2 
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1S8 
1  .635 

 b± 
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1,034 
5 

WtMponal  Total 

I.iPi 

1    *4orMwide  fotdl 

4^  J  ^9 

 ^ — ■ — ■ — ' 

.361 

4,993 

iNOTt  Totals  ma/  not  tuM  Jue  to  rounding. 
Vess  than  VjOO. 


d04 


301 


EsTiMATixo  Foreign  Military  Salem 

Basic  foroi^fn  military  sales  policies  are  derived  from  U.S.  siatutes. 
Presidential  policies,  instructions  from  the  Department  of  State,  and 
Department  of  Defense  directives  which  imph»ment  the  provisions  of 
these  statutes,  policies  and  instructions.  Offers  to  sell  defense*  articles 
and  defense  services  (indudin^r  training)  under  Forei^rn  Military 
Sales  (FMS)  procedures  are  made  only  in  response  to  specific  requests 
from  foreign  governments.  The  estimates  of  foreign  military  sales  for 
fiscal  year  1979  and  fiscal  year  1980  included  in  the  Congressional 
Presentation  Document  take  account  of  the  President  s  policy  on  con- 
ventional arms  restiaint,  including  that  portion  regarding  a  reduction 
in  the  dollar  volume  of  new  FMS  commitments  to  non-exempt  coun- 
tries of  weapons  and  weai)ons-related  defense  articles  and  defense 
services. 

Projections  of  sales  are  made  under  conditions  of  extreme  uncer- 
tainty. The  projections  are  hased  on  analyses  of  interest  expressed  by 
|K)tential  purchasers  which  may  or  may  not  result  in  official  requests, 
judgments  as  to  which  requests  may  l)e  approved  and  result  in  actual 
offers  after  the  thorough  and  lengthy  United  States  Government 
review  process  is  <  ompleted,  and  a  judgment  as  to  which  offers  to  sell 
may  actually  be  accepted.  The  latter  requires  not  only  a  judgment  of 
how  essential  the  military  eouipment  is  to  the  country's  defense  needs, 
but  also  an  estimate  of  whether  the  purchase  will  he  approved  during 
the  purchasing  country's  budm»t  process.  We  have  also  included  ir 
our  projections  an  estimate  of  potential  requests  for  major  increase, 
in  scoj)e  (amendments)  to  prior  year  cases.  These  amendments  will 
be  reflected  as  a  sale  in  the  current  fiscal  year,  F]ach  phase  of  the 
re^est/offer/acceptance  process  has  many  variables  which  make  it 
difficult  to  be  precise  about  the  timinc  of  many  sales.  The  estimating 
period,  however,  is  cont  rained  to  our  nsca^  year.  A  variance  of  one  day 
m  a  purchasing  country's  acceptance  of  a  single  significant  proffered 
sale  agreement  could  shift  the  recording  of  the  transaction  from  one 
fiscal  year  to  the  next. 

For  planning  purposes,  we  have  developed  three  estimates  of  for- 
eign military  sales.  These  estimates  are  based  on  varying  degrees  of 
probability  ijyfreements,  for  the  sale  of  defense  articles  and  defense 
services,  being  signed  with  foreign  governments.  These  estimates  are 
termed  'Mow'\  ''most  probable",  and  'Miigh";  the  ''most  probable"  esti- 
mates arc  those  contained  in  the  following  table.  However,  they  are 
limited  in  value  because  in  large  part  they  represent  decisions  yet  to 
be  made  by  the  United  States  and  the  prosp  ctive  purchaser. 

The  '*low''  estimate  for  each  country  represents  the  minimum  level  of 
expected  agreements.  This  resulted  from  a  summation  of  those  agree- 
ments alreadv  signed  ( in  the  case  of  early  fiscal  year  1979  only)  plus  an 
estimate  of  tlie  purchasing  country's  continuing  annual  requirements 
to  maintain  etpiipment  on  hand  or  on  order,  major  increases  in  scope 
(amendments)  requests,  plus  those  agreements  almost  certain  to  Ix* 
signed.  The  *Mu()st  probable'*  estimate  represents  the  "low"  estimate 
plus  those  additional  agreements  for  the  sale  of  defense  articles  and 
defense  services  which  we  reasonably  expect  to  be  signed  during  the 
fiscal  year.  This  estimate  represents  our  best  collective  judgment 
of  probable  agreements  rather  than  merely  a  mid-range  forecast. 
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The  "high"  estimate  is  based  on  the  "most  probable''  estimate,  plus 
thos<»  additional  affreenumts  which  we  reasonably  expect  to  consum- 
mate in  response  to  anticipated  purchasiuc:  country  requests.  The 
"high''  estimate  also  inc  lucies  tliose  a^jreenients  which  may  not  be 
accepted  due  to  costs,  realignment  of  purchasinc;  country  priorities* 
changes  in  purchasing  (|()untry  nvsource  availanility,  acceptance  of 
third  country  ofTors  for  similar  e(iuipment,  or  other  reasons,  mcluding 
u  negative  decision  by  the  U.S.  Government  during  our  review  of  the 
proposed  »ah\  All  estimates  of  potential  FMS  agreements  to  sell  carry 
a  high  degrcH'  of  uncertainty  l»i»cause  of  the  lead  tinie  in  making  the 
estimate. 

While  an  attempt  uas  been  made  for  individual  countries  to  show 
that  portion  of  cstii!uiti»d  total  FMS  sales  which  nuiy  be  financed  by 
FMS  credits  and  guarantei»d  loans,  such  estimat(»s  are  tenuous  at  best, 
FMS  linancing  is  i^xlended  to  .specific  countries  on  the  basis  of  loan 
agreements  whit  h  make  specifiea  amounts  of  funds  available  for  the 
purchase  of  (h»fcnsi»  articles  and  defense  services.  The  terms  of  the  loan 
agrcHMMents  unpiir  •  that  thi»  available  funds  be  allocated  to  approved 
purchases  (P^MS  or  (onum^rcial)  prior  to  a  sp(»cilied  date,  usually 
two  years  afti^r  {]w  tlate  the  loan  agr**ement  is  sigm*d.  When  circum- 
stances warrant,  this  period  may  be  cxti^nded. 

FMS  agieeiiiciits  carmot  alwavs  be  segregated  on  a  cash  or  financing 
basis  at  the  tinn*  Li»tters  of  Ofter  an*  accepted  by  purchasing  coun- 
t  rics.  In  the  case  ()f  those  coimtrics  which  have  linancmg  available,  it  is 
not  always  possible  to  (h»terniiiu»  until  full  payment  luis  been  made 
exactly  h  )A  mut'h  of  that  payment  was  from  funds  available  to  the 
puri  baser  under  ^MS  credits  or  guaranteed  loans. 
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FOREIGN  MILITARY  SALES  AGREEMENTS 
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FOREIGN  MILITARY  SALES  AGREEMENTS  (Continuid) 
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FOREIGN  MILITARY  SALES  AGREEMENTS  (ContinuM) 
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EXCERPT  FROM  THE  ARMS  EXPORT  CONTROL  ACT 

a.  The  Arms  Export  Control  Act 

Public  Uw  9(K429  [H.R.  15681 1,  82  Stat.  1320»  approved  October  22»  t»U.  as 
amended  hj  Public  Law  91-672  [H.R.  15628],  84  Stat.  206S»  approved  Jan- 
nary  12,  1971;  Publie  Uw  92-226  [Foreign  Aaaialance  Act  of  1971;  &  2819]» 
86  Stat  20,  32»  approved  February  7»  1972;  Public  Uw  93-189  [Foreini  As- 
■iirtance  Act  of  1973;  S.  1443],  87  Stat«  714,  729»  approved  December  17,  1971; 
Public  Uw  9:i~5M  rForeijrn  A>4Ji«<^f^nro  Sri  of  1974;  S  gg  Rfat.  1798, 

1813,  approved  December  3U  1974:  riihlic  Uw  94-329  [ International  Se« 
eurilr  Asaifltance  and  Arms  Export  Control  Act  of  1976;  ILR  13680J»  90  Stat 
729.  approved  June  30,  1976;  Public  Uw  95-92  [International  Security  At- 
fliatance  Act  of  1977,  H.R.  6884),  91  Stat.  614,  approved  August  4,  1977;  Public 
Uw  95-105  [Foreign  Relations  Authorization  Act,  Fiscal  Year  1978,  HJt 
6689],  91  Stat  H44  at  846,  approved  August  17,  1977;  and  Public  Uw  95-384 
[International  Security  AssiHtance  Act  of  1978;  S.  3075],  92  Stat.  730,  approved 
September  26, 1978. 

AN  ACT  To  consolidate  and  revise  foreign  atsiatance  legislation  relntlng  to 

reimbursable  military  exports 

Be  it  eruicted  hy  the  Senate  and  Ilouae  of  Representatives  of  the 

Ihiitvd  States  of  A  fnerica  In  Conf/nss  assembled^  That  this  Act  may 
1)6 cited  asthe'\\nns  Export  Control  Act'\* 

Chapter  1~F0REIGN  AND  NATIONAL  SECURITY  POLICY 
OBJECTIVES  AND  RESTRAINTS 

Ski.  I.'  Tin:  Ni'kd  koh  iNiKnNAiioNAi,  I )KFKNflE  Cooperation  and 

Military  P^xport  Controi^*.— As  declared  by  the  Conffrees  in  the 
Arms  Control  and  Disarniammt  Act,  an  ultimate  gi»al  of  the  United 
Stat<»>s  cor^tinuos  to  ho  u  world  wlucli  is  free  from  the  scourge  of  war 
and  the  (hmprrs  and  hiirdons  of  aruinnionts;  in  which  the  use  of  force 
has  l)ren  snbordinafed  to  the  rule  of  law;  and  in  which  international 
;uljnstinorUs  to  u  chan^nnj;  woi'ld  iwr  ncliiovod  prarofully.  In  further- 
ance of  that  goal,  it  remains  the  policy  of  the  United  States  to  en- 
courage  regional  arms  cor^trol  and  disarmament  agreementa  and  to 
discourage  arms  races. 

The  Congress  recognizes,  howevei\  that  the  TTnitod  States  and  other 
free  nnd  independent  ronn tries  ronfiniie  to  havo  valid  requircmenta 
for  effective  and  miitnally  beneficial  defense  relationships  in  order  to 
maintain  nnd  foster  the  environment  of  international  peace  and  secu- 
rity essential  lo  social,  eronomir,  nnd  Political  progress.  Because  of 
the  growing  rost  and  romplexity  of  defense  equipment,  it  is  increaa* 
ingly  difTicnit  and  unemnomic  for  nny  country,  particularly  a  develop- 
ing country,  to  fill  all  of  its  lejxitininte  defense  requirements  from  its 


>Thf  nur  tltl^.  "Armfi  Kfport  Control  AM",  wAfi  Added  In  llfu  of  *The  Poretim  MHttary 
SAlfn  Act"  tif  Sfo  301  of  thp  IntprnAtlonKl  Sfrnrlty  Anslfitanre  and  Armi  Bxport  Control 
Act  of  i97n.  See  201  further  PtAt«ii  ttiAt  "Any  r(»f<*rf>nee  to  the  ForttgD  Military  SalM  Aet 
Mhall  be  d«ei&^  to      a  rfferencf  to  the  ArmH  KxDort  Control  Act." 

•72  DSC  2T81 
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^J^*^  production  base.  The  need  f  jr  intemationftl  defense 
cwpcration  aniong  the  T7nit«d  States  and  those  friendly  countries  to 
which  It  IS  allied  by  mutua'  defense  ireatios  is  eepeciafly  important. 

sm«^  tho^flffoctivon,  ,s3  of  tl.oir  mrnod  forces  to  net  in  concert  to  deter 
or  defeat  agpression  is  directly  related  to  the  operational  compati- 
bility  of  their  dcfonsp  equipment. 

Accordingly  it  renmins  the  policy  of  the  United  States  to  facilitate 
tne  common  defense  by  eiiteriiiir  into  internntional  arrancments  with 
friendly  countries  wliidi  furHiei-  the  objective  of  applyinc  agreed 
re»nun<os  of  ea.>|,  ,o,mtry  („  pro^Mvuns  nnd  projects  of  cooperative 
exchange  of  dat.i,  ivscmh.  .lev,.lo^)tnent,  production,  procurement, 
and  loRistirs  support  to  thieve  sp.vifir  national  defense  requirements 
and  obiectiycs  of  n,nf,i<x  .  oiu  ern.  To  this  end,  this  Act  authorizes  sales 
by  the  Urntcl  Stiifcs  (.overiiincfif  to  frieiidiv  countries  havinc  suffi- 
cient wea.H.  o  miiintMiii  and  o.piip  their  own  military  forces  at  ade- 
S„nl#  '" I"")-';"'^s'voly  larger  shares  of  the  costs 

JhA^ci'J  If       i'""'""  '•'^"""n'i''^,  in  accordance  with 

the  restrnints  and  ,„„tml  meas.uvs  sperifiod  herein  and  in  furtherance 
of  tJie  secHrity  ..l.je.  f  i  v.  s  of  the  I  Tnited  States  and  of  the  purposes  and 
principlosof  the  Tin  If  ed  Nations  (^barter.  ^ 
„K  n'^f'"'  <'""ff<'-  -^        'ill         sales  be  approved  only 

TwV^:?f"'^\.'''"''  '"""^  ^"'••''k"  I'olicy  interests  of  the 

IT^  #!j  2  *  IV"  V!«^«.  of  tl...  foreign  assistance  program  of  the 

JlTin    ^  o",h,„|„.d  ,n  the  Foreign  Assistance  Act  of  196l,»  as 

amended,  the  extent  an.  rhar.i.  t.M-  „f  the  n.ilitary  requirement,  and 
nirtlTT'"  ••"I>«'>i'i'.V  of       rc  ipient'country,  with 

fmors^^.ra''  M-V'  "PP'-op'-i-'^e.  to  proper  tilance 

L  l      ''^K'•aI.t  military  assistance,  ;muI  economic  assistance 

!S,^c  rl^v.  o.      T''"".'^  '"''^^      programs  of  social  and  eco- 

nomic dcvelopn.ei.f  Mfi.l  on  exist, ..^  „,.  incipient  arms  races. 

sect  ons  of  '>'>  '  '1'  Tl'oi  1'"'*  ^"^'^^  "^"'^  guaranties  under 

!Svl  M...  „>:  ;    f  approved  wliere  they  would 

1!^1k  ""l""*^'  '"'''♦«'y  dictators  who  are  denying  the 

fw        T.""\'r"p  '  '""l'''^  "^'•"'^'••'^^  *     fheir  own  people  : 

^!^?n  -  if       /  'i  ^  ""^y  "«ive  this  limitation  when  he  de- 

termines It  wonid  he  important  to  the  security  of  the  United  States 
and  promptly  so  reports  to  the  Spealc^r  „f  the  House  ofUcpt^'S 
tivesand  t^he  romnn(t.^eon  Foreign  Relations  in  the  Senate^ 

It  shall  b<,  the  rmlicv  of  the  United  States  fo  exert  leadership  in  the 

Z^ll\TT'^^     'V"'«  "••••'^ng^n'«'<t«  for  mlucing  the  i^ter 

national  trade  in  miplen.ents  of  war  and  to  lessen  the  danger  of  out- 

&  dipa^Hci-  Sd;';-:  ^-^^a 

tiate  mukiKn.!"  V^'''  ^'l*^       I'resident  should  seek  to  ini- 

..I^ifn^  f  '''f  porposc  of  reaching  agreements 

'"-""  'Pa'  a'  "'^  suppliers  an.l'  arms  purchasers  tnd  other 

•For  tPti,  I 

.Mt??;rd1h".%'!,fd^X,'„l  ?";,^°w7h'Sf'fin!u^.2?'t*  .^S;'.  A«..ndm.„..  of  1871)  .ab- 
•f  "d.nying  lorlal  protiiiJ-  fund.m.nt.l  rlfhti  or  loclal  prorrwi"  In  ll.u 
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countries  with  respect  to  the  contro!  of  the  international  trade  in  arma* 
nuMits.  It  is  further  the  Kciise  of  Cori^reas  that  the  President  should 
work  actively  with  nil  nations  to  ehe(  k  and  control  the  international 
sale  and  distribution  of  conventional  weapons  of  death  and  dertruc- 
tion  and  to  en<H)urage  regional  anus  ( ontrol  arrangements.  In  further- 
ance of  this  policy,  the  Pre  ident  should  undertake  a  concerted  effort 
to  convene  an  international  confermce  of  major  arms-supplving  and 
arms-puri'hasin|2:  nations  whieh  shall  consider  measures  to  limit  con- 
ventional arms  transfers  in  the  interest  of  international  peace  and 
stahility. 

It  is  the  sense  of  the  Congress  that  the  aggregate  value  of  defense 
arti(*les  and  defense  servircs-  - 

(1)  which  are  sold  under  section  21  or  section  22  of  this  Act; 

or 

(li)  which  are  licensed  or  jipproved  for  export  under  section 
;W  of  this  Art  to,  for  tiie  use.  or  for  Iwnetit  of  the  armed  forceSi 
police,  intelligence,  or  other  ii.S  inal  security  forces  of  a  foreign 
country  or  internutiouul  org;**  'zation  under  a  commercial  sales 
contract; 

in  any  liscal  yeur  should  not  exceed  ( \u  rent  levels.* 

It  IS  the  sense  of  the  Congress  (hai  the  IMvsulent  maintain  adher- 
ence to  a  policy  of  resir:iint  in  (  <mi  \  mtional  anus  transfers  and  that, 
u\  implementing  this  i><)lh  y  wurhlvMtic,  a  halanced  approach  should 
hi'  taken  and  full  rcg:uJ  ^^im^u  to  flu-  s<v!urity  interests  of  the  United 
States  in  all  regions  t.f  ilj.  world  u\ul  that  part it  ular  attention  should 
paid  to  conliollint!  flu-  (low  ot  <  MiivouMonal  arms  to  the  nations  of 
the  (ievolopiiig  Nvt>rld.  I  o  this  end,  t  l.c  IVvsidcnt  is  encouraged  to  con- 
tinue (iisciissions  with  «>fher  amis  uppliers  in  order  to  restrain  the 
tlow  of  ''onvent it)na  I  ariiM  to  Ir.-s  di  \ »  Inp^ii  cohritries/ 

Skj\  (\)()Rj)iNAM(>N  Wirn  KofO  KjN  roM(  v.  -  (a)  Nothing  con- 
tained in  this  Aet  shall  l>c  constrtud  to  infringe  upon  the  powers  or 
functions  of  the  Secretai  v  of  State. 

(h)  Under  the  direction  of  the  President,  the  Secretary  of  State, 
taking  into  uccoi^nt  other  I'nited  St  ;itrs  activities  abroad,  such  as  mili- 
tary assistance,  cconouuc  as.sisturir( ,  and  fowl  for  freedom,  shall  be 
responsible  for  the  contiruious  supe  rvision  and  general  direction  of 
sales  and  exports'*  under  fins  Aet.  im  hiding,  hut  not  liunted  to,  deter- 
mining wliether  there  shall  he  a  >  aU^  to  a  country  and  the  amount 
tliercof,  and  vhether  tlieie  shall  he  delivery  or  other  performance 
under  such  sale  or  exporl,^  to        md  that"  sales  and  exports  •  are 
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integrated  with  other  United  States  activities  and  the  foreign  policy 
of  the  United  States  is  best  served  thereby. 

(c)  The  President  shall  prescribe  appropriate  procedures  to  assure 
coordination  among  representatives  of  the  United  States  Government 
m  each  country,  under  the  leadership  of  the  Chief  of  the  United  States 
Diplomatic  Mission.  The  Chief  of  the  diplomatic  mission  shall  make 
sure  that  reconimendations  of  such  representatives  pertaining  to  sales 
are  coordmatod  with  political  and  economic  considerations,  and  his 
comments  shall  accompany  such  recommendations  if  he  so  desires. 

S«Y.  a."^^  KLKiimi.nY  — (a)  No  defen.so  article  or  defense  service 
shall  h«  sold  by  the  TniU'd  States  Government  under  this  Act  to  any 
country  or  internntional  orpinization  unless — 

(1 )  the  President  finds  that  the  furnishing  of  defense  articles 
and  dofeiisc  services  to  such  country  or  international  organiza- 
tion will  strengthen  the  security  of  the  United  States  and  pro- 
mote world  pence ; 

(2)  the  country  or  intenintional  organization  shall  have  agreed 
not  to  transfer  title  to,  or  possession  of,  any  defense  article  or 
rehited  training  or  ofher  defense  service'*  .so  furnished  to  it  to 
anyone  not  an  oflicer,  en'.ployee,  or  agent  of  that  country  or  inter- 
national orgnni/,;ition  an.l  not  to  use  or  permit  the  use  of  such 
article  or  relafed  trniiiin«r  <>r  other  defense  service  "  for  nurpo.ses 
other  flmn  those  for  which  furnished  ii.iless  the  consent  of  the 
President  Ims  lir.st  been  obtained; 

(3)  "  the  country  or  iiiternntioual  organization  shall  have 
agreed  that  it  will  iiiainfain  the  security  of  such  article  and  will 
provide  substantially  the  same  degree  of  securitv  proteciion 
ufforded  to  siicli  article  by  the  United  States  Government;  and 

V  •u\*  'x'crnationul  orRanizution  is  otherwise 

eligible  to  piin  li  isc  defense  articles  or  defense  services. 
In  considering  a  rc(|ii'>st  for  approval  of  any  transfer  of  any  weapon, 
weapons  system,  immitions,  aircraft,  military  boat,  military  vessel, 
or  other  implenu  iK  of  war  to  another  country,  the  President  shall 
not.  give  his  consciK  under  paragraph  (2)  to  the  transfer  unless  tho 
United  States  its(>!f  would  transfer  the  defense  article  under  consid- 
eration to  that  ( ountiy."  In  ad<|ition,  the  President  shall  not  give  his 
consent  under  paragraph  (2)  to  the  t  ansfer  of  any  significant  defense 
articles  on  the  TTmted  States  Munitio.is  List  uiiles^  the  foreign  country 
requesting  consent  to  transfer  agr'-es  to  demilitarize  such  defense 
articles  prior  to  transfer,  or  the  piopo.sed  recipient  foreign  country 
provides  a  commitment  in  writing  to  tho  Unit<>d  States  Government 
that  It  will  not  transfer  su.  li  defeiis-  articles,  if  not  demilitarized,  to 
any  other  foreign  coimtry  or  persoi  without  first  obtaining  the  con- 
of  ^"t^  President.'^  The  President  shall  promptly  submit  a  report 

"  22  tl.SC  27.13 

«r  \*o^  -^°^^J*'jy  rnt^rnaMonai  Semrlty  AHSlBtanre  and  Arms  KxDort  Control  Act 

to        dfttr  hi»  \nt^ndn  to  rlv^  bin  ron^Pnt  to  thi»  trnnnfrr  the  l"r"sMrn rnotlfl^   the  SneiikSr 

;Un%'or;:f,«;rr„rnri'-„^ 
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to  the  Speaker  of  the  House  of  Representatives  and  to  the  Committee 
on  Foreign  Relations  of  the  Senati*  on  the  implementation  of  each 
agreement  entered  into  pursuant  to  clause  (2)  of  this  subsection. 

(b)  "  ♦  ♦  ♦  [Repealed— 1977] 

(c)  (l)(A)^^  No  credits  (including  participations  in  credits)  may 
be  issued  and  no  guaranties  may  be  extended  for  any  foreign  country 
under  this  Act  as  hereinafter  provided,  if  such  country  uses  defense 
articles  or  defense  services  furnished  under  this  Act,  or  any^^rede'^ 
sor  Act,  in  subetajitial  violation  (either  in  terms  of  Quantities  or  in 
terms  of  the  gravity  of  the  consequences  regardless  of  the  quantities 
involved)  of  any  agreement  entered  into  pursuant  to  any  such  Act 
(i)  by  using  such  articles  or  services  for  a  purpose  not  authorized 
under  section  4  or,  if  such  agreement  provides  tnat  such  articles  or 
services  may  only  be  used  for  purposes  more  limited  than  those  au- 
thorized under  section  4  for  a  purpose  not  authorized  under  such 
a||[reement;  (ii)  bv  transferring  sucn  articles  or  services  to,  or  per- 
mitting any  use  of  such  articles  or  services  b^.  anyone  not  an  umcer, 
emplovee,  or  a^ent  of  the  recipient  country  witnout  the  consent  of  the 
President;  or  (iii)  by  failing  to  maintain  the  security  of  such  articles 
or  services. 

(B)  No  cash  sales  or  deliveries  pursuant  to  previous  sales  may  be 
made  with  respect  to  any  foreign  country  under  this  Act  as  herein- 
after provided,  if  such  country  uscb  defense  articles  or  defense  serv- 
ices furnished  under  this  Act,  or  any  predecessor  Act,  in  substantial 
violation  (cither  in  terms  of  quantity  or  in  terms  of  the  gravity  of 
the  consequences  r^'gardless  of  the  quantities  involved)  of  any  agree- 
ment entered  into  pursuant  to  any  such  Act  by  using  such  articles  or 
services  for  a  purpose  not  authorized  under  section  4  or,  if  such  agree- 
ment provides  that  such  articles  or  services  may  only  be  used  for  pur- 
poses more  limited  than  those  authoriz  ed  under  section  4,  for  a  pur- 
pose not  authorized  under  such  agreement. 

(2)  The  President  shall  report  to  the  Congress  promptly  upon  the 
receipt  of  information  that  a  violation  described  in  paragraph  (1)  of 
this  subsection  may  have  occurred. 

{?,)  (A)  A  country  shall  be  deemed  to  be  ineligible  under  subpara- 
graph (A)  of  paragraph  (1)  of  this  subsection,  or  both  subparagraphs 
(A)  and  (R)  of  such  paragraph  in  the  case  of  a  violation  descrioed 
in  both  such  paragraphs,  if  the  President  so  determines  and  so  reports 
in  wr  '.ing  to  the  Congress,  or  if  the  Congress  so  determines  by  joint 
resolution. 

(^B)  Notwithstanding  a  (i^^tormination  by  the  President  of  ineligi- 
bility under  subparagraph  (H)  of  para^aph  (1)  of  this  subsection, 
cash  sales  and  deliveries  pursuant  to  previous  sales  may  be  made  if  Uie 
President  (^rtifies  in  writing  to  the  Congress  that  a  termination  there- 
of would  have  signitirant  adverse  impact  on  United  States  security, 
unless  the  (Congress  adopts  or  has  adopted  a  joint  resolution  pursuant 
to  subparagraph  (A)  of  this  paragraph  with  respect  to  such 
ineligibility. 

Subvectlon  (b),  «•  ■nieiidt'd  hy  S*»tv  I  of  Public  Law  91-71,  was  repealed  by  SeC.  15 
of  th^  iDterofttlonal  Henirlty  AaiilHtaiioe  Act  of  1977  (91  Stat.  022).  It  had  concerned 
D.H.  mihtary  mmUtiiiire  to  a  roiintry  which  had  seised  an  American  flahlnff  veasel  outatd« 
a  twelTe  mile  limit 

1^  Sec  304(b)n)  of  the  International  Security  Asalatance  and  Arms  Export  Control  Act 
of  107B  amended  Subaertlon  iv).  whirh  formerly  read  as  followa  : 

"<c)  Rxrept  ni  otherwiae  provided  In  Niibsectlon  (d)  any  forelffo  country  which  h^re- 
after  uaea  defenaa  artlclea  or  defense  aervlcea  furnlahed  auch  country  undtr  thta  Act,  Ul 
•ubataatlal  violation  of  any  proTlalon  of  thla  Art  or  any  af  reeraent  enttr^d  Into  under  thii 
Act.  aball  be  Immediately  Inelif  Ible  fur  further  caah  aalea,  credtta,  or  fuarantaM.** 
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/A^\^  country  shall  remain  ineligible  in  accordance  with  paragraph 

(1)  of  this  subsection  until  such  time  as— 

(A)  the  President  determines  that  the  violation  has  ceased: 
and 

(B)  the  country  concerned  has  ^iven  assurances  satisfactory  to 
the  President  that  such  violation  will  not  recur. 

/o\^  V"  ^V  ^^  "^^^^  President  may  not  ^ive  his  consent  under  paragraph 

(2)  of  subsection  (a)  or  under  the  third  sentence  of  such  subsection  to 
a  transfer  of  a  defense  article,  or  related  training  or  other  defense 
service,  sold  under  this  Act  and  may  not  give  his  consent  to  such  a 
transfer  under  section  r)05(a)(l)  or  505(a)(4)  of  the  Foreign  As- 
sistance Act  of  1961  unless  the  President  submits  to  the  Speaker  of 
the  House  of  Representatives  and  the  Committee  on  Foreign  Relations 
of  the  Senate  a  written  certificaton  with  respect  to  such  proposed  trans- 
fer containing — 

(A)  the  name  of  the  country  or  international  organization  pro- 
posing to  make  such  transfer, 

(B)  a  description  of  the  defense  article  or  related  training  or 
other  defense  service  proposed  to  be  transferred,  including  the 
original  arnuisition  cost  of  such  defense  article  or  related  training 
or  other  defense  service, 

(C)  the  name  of  tho  proposed  recipient  of  su(*h  defense  article 
or  related  trainint!:  or  other  defense  service. 

(D)  the  reasons  for  such  proposed  transfer,  and 

(E)  ^  the  date  on  which  i  \u  h  transfer  is  proposed  to  be  made. 
Anv  cert ifi(»at  ion  submitted  to  Congress  pursuant  to  this  subsection 
shall  1)0  unclassified,  except  that  information  regarding  the  dollar 
value  and  nund)er  of  defense  articles,  or  related  training  or  other 
defense  services,  nroposed  to  l)e  transferred  may  be  classified  if  public 
disclosure  thereof  would  be  clearly  detrimental  to  the  security  of  the 
United  States. 

(2)  **  Unless  the  President  states  in  the  certification  submitted  pur- 
suant to  this  sul)se(»ti()n  that  an  emergency  exists  which  requires  that 
consent  to  the  proposed  transfer  hecomo  effective  immediately  in  the 
national  security  interests  of  the  United  States,  such  consent  shall  not 
become  efTectivc  until  ;U)  calendar  days  after  the  date  of  such  sub- 
mission and  such  consent  sliall  become  effective  then  only  if  the  Con- 

does  not  adopt,  within  such  30-day  period,  a  concurrent  resolu- 
tion disapproving  the  proposed  transfer. 

(3)  "  This  subsection  shall  not  apply 

..v^W****.  .^^'^i"^  fntnrnatl.inHl  S*»njrlty  ARnlstunrp  mtd  ArniR  Kip..rt  Control  Act  of 

97n  B.Mefl  Siibufcnonii  (•)  And  (f).  Seo.  3<M  (h)(2)  of  th*>  nnmt^  Art  repealed  Subaectloa 
(d)  And  redwlgnated  Subaoctlonn  (e)  and  (f)  na  (d)  mid  (e).  Previously.  Subsection  (d) 
retd  im  foilown  :  ^  ' 

IL^^  A  country  sbal!  n»malii  InelUlhle  In  aooordann*  with  niihserUon  (c)  of  this  sectlott 
unMl  such  timp  as  thi»  President  detprtnlnea  th«t  nurh  violation  han  rpased,  that  the  coun- 
try coiirernefl  haa  Riven  assurances  nr»r|sfactory  to  the  Prealdpnt  that  such  violation  will 
not  recur  and  that  If  niich  violation  Involved  the  transfer  of  aophUtlcsted  weapons  with, 
out  the  consent  of  tlie  r»i«'»ldent.  »Mch  weapons  have  been  returned  to  the  country 
concerned.  ' 

»»8ec.  !«  uf  Uw  Intprnatlonii  Smirltv  \««ii«tan<*»'  Act  of  \\)77  (f>t  Stat  fl22)  added 
th«  dealirnatlon  "(irV  r»»di'HlkMiate<!  p:iraKr.'iph«»  (1)  throujjh  (.I)  as  (A)  throuirh  (E5).  and 
adde<l  a  new  paraicfa!>h  jLM 

•The  words  30  days  nrlor  to  Rlvlni?  anch  consent. which  previously  appeared  at 
fftTT%r  l'^**^       l^»«*  Internntlofial  Security  Anslstance  Act  of 

•  »TT  (I'l  ^^tat  R2a<) 

•  ft^»^*fn^■V^^^-««^  ^"'^  International  Security  Anslstance  Act  of 
1911  (91  "tat  622). 
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(A)  to  tntnsfere  of  m^inteiutncA,  repair^  or  ofwliaal  defanas 

services,  or  of  the  repair  parts  or  other  defense  artideo  uaed  in 
furnishing  such  services,  if  the  transfer  will  not  result  in  any 
increase,  relative  to  the  original  specifications,  in  the  military 
capability  of  the  defense  articles  and  services  to  be  maintained, 
repaired,  or  overhauled; 

(B)  to  temporary  transfers  of  defense  articles  for  the  sole 
purpose  of  receiving  maintenance,  repair,  or  overhaul;  or 

(u)  to  cooperative  cross  servicing  arrangements  among  mem- 
bers of  the  North  Atlantic  Treaty  Organization. 

(e)  If  the  President  receives  any  information  that  a  transfer  of  any 
defense  article,  or  related  training  or  other  defense  service,  has  been 
made  without  his  consent  as  required  under  this  section  or  under 
section  505  of  the  Foreign  Assistance  Act  of  1961,  he  shall  report 
such  information  immediately  to  the  Speaker  of  the  House  of  Repre* 
sentatives  and  the  Committee  on  Forei^  Relations  of  tlie  Senate. 

(f)  **(l)  Unleffi  the  President  finds  that  the  national  security  re- 
quires otherwise,  he  .shall  terminate  ail  sales,  credits,  and  guaranties 
tmder  this  Act  to  any  government  which  aids  or  abets,  by  granting 
sanctuary  from  prosecution  to,  any  individual  or  group  which  has 
committed  an  act  of  international  terrorism.  The  President  may  not 
thereafter  make  or  extend  sales,  credits,  or  guaranties  to  such  govern- 
ment until  the  ond  of  the  one  year  period  bennning  on  the  date  of  such 
termination,  except  that  if  during  its  period  of  ineligibility  for  sales, 
credits,  and  guaranties  pursuant  to  this  section  such  government  aids 
or  abets,  by  granting  sanctuary  from  prosecution  to,  any  other  indiyid* 
ual  or  group  which  has  committed  an  act  of  iatemational  terrorism, 
such  ^ovemment\s  period  of  ineligibility  shall  be  extended  for  an  addi- 
tional year  for  each  such  individual  or  group. 

(2)  If  the  President  finds  that  the  national  security  justifiies  a  con- 
tinuation of  sales  credits,  or  guaranties  to  any  government  described 
in  paragraph  ( 1 ),  he  shall  report  such  finding  to  the  Speaker  of  the 
House  of  Keprescntatives  and  the  Committee  on  Foreign  Relations 
of  the  Senate. 

Sec.  4."  PirRposRS  for  Which  MirrrART  Sai.e8  by  the  UNrrsD 
Stater  Are  AuTiioiur.rn. — Defense  articles  and  defense  services  shall 
be  sold  by  tho  United  States  Government  under  this  Act  to  friendly 
countries  solely  for  internal  security,  tor  legitimate  self-defense,  to 
permit  the  ri»cipii»nt  < ouiitry  to  participate  in  regional  or  collective  ar- 
rangements or  measures  consistent  with  the  Charter  of  the  United 
Nations,  or  otherwise  to  jx^rmit  the  recipient  country  to  participate  in 
collective  measures  requested  by  the  United  Nations  for  tne  purpose  of 
maintaining):  or  mstoring  international  i)eace  and  security,  or  lor  the 
purpose  of  enabling  forei^  military  forces  in  less  developed  friendly 
countries  to  construt  t  public  works  and  to  engage  in  other  activities 
helpful  to  the  e(V)n()mic  and  stKMal  development  of  such  friendly  coun- 
tries. It  is  the  senst*  of  the  Congress  that  such  foreif^  military  forces 
should  not  be  maintaine  1  >r  established  solely  for  civic  action  activi- 
ties and  that  surh  i^ivic  iirtion  activities  not  significant^  detract  from 
the  capability  of  the  military  forces  to  perform  their  military  missions 


■  8iib«»>v*rion  (f)  WAS  ad<1ed  by  S^   18  of  th»  FnterDatlonAl  Security  AisliUnce  Act  of 
1977  (»1  Star  622) 
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»nd  be  coordinated  with  and  form  part  of  the  total  economic  and  social 
development  effort :  Provided,  That  none  of  the  funds  contained  in  this 
authorization  shall  be  used  to  guarantee,  or  extend  credit,  or  parti- 
cipate in  an  extension  of  credit  in  connection  with  any  sale  or  sophisti- 
cated weapons  systems,  such  as  missile  systems  and  jet  aircraft  for 
military  purposes,  to  any  underdeveloped  country  other  than  Greece, 
Turkey  ,  Iran,  Israel,  the  Republic  of  China,  the  Philippines,  and  Korea 
unless  the  President  detormines  that  such  financing  is  important  to  the 
national  security  of  the  United  States  and  reports  within  thirty  days 
each  such  determination  to  the  Congress. 

Sec.  5.'*  PROHiBmoN  Against  DiscmMiNATioN.— (a)  It  is  the  pol- 
icy of  the  United  States  that  no  sales  should  be  made,  and  no  credits 
(including  participations  in  credits}  or  guaranties  extended  to  or  for 
any  foreign  country,  the  laws,  regulations,  official  policies,  or  govern- 
mental practices  of  which  prevent  any  United  States  person  (as  de- 
fined m  section  7701(a)  (30)  of  the  Internal  Revenue  Code  of  1954) 
from  participating;  in  the  furnishiii^r  of  defense  articles  or  defense 
services  under  this  Act  on  the  basb  of  race,  religion,  national  origin, 
or  sex.  * 

(b)(n  N,)  aKcni  y  performing'  functions  under  this  Act  shall,  in 
employing  or  assign in<;  porsoiuiel  to  participate  in  the  performance 
of  any  such  function,  whether  in  tlie  United  States  or  abroad,  take 
mto  account  the  exclusionary  polices  or  practices  of  any  foreign  gov- 
erniuent  where  sucli  poli.  ics  or  practices  are  based  upon  race,  relimon, 
national  origin,  or  sex.  >      o  » 

(2)  Kach  (ontnict  entered  into  by  any  such  agency  for  the  per- 
formance of  any  function  iituler  this  Act  shall  contain  a  provision  to 
the  effect  that  no  person,  partnership,  corporation,  or  other  entity  per- 
forming functions  pursuant  to  such  contract,  shall,  in  employing  or 
assigning  personnel  to  parti .  ipate  in  the  i)erformance  of  any  such 
function,  wlietlier  in  th,.  United  States  or  abroad,  take  into  account 
the  exclusionary  policies  or  practice.^  of  any  foreicn  government  where 
such  policies  or  pra<  tices  are  based  upon  race,  religion,  national  orilrin, 
or  sex.  ^  ' 

{c)  The  President  shall  promptly  transmit  reports  to  the  Speaker 
of  the  House  of  Representatives  .uid  the  chairman  of  the  Committee 
on  Foreijjn  Relnfion^  of  the  Senate  concerning  any  instance  in  which 
any  TTmted  States  person  (as  defined  in  section  7701(a)  (80)  of  the 
Internal  Revenue  Cod.-  of  in.M)  is  pi-eveiited  by  a  foreign  govern- 
ment on  tlie  basis  of  race,  reli/'ioii,  national  origin,  or  sex,  from  par- 
ticipating' in  (he  performnnce  of  ;inv  -ale  or  licensed  transaction  under 
this  Act.  Sucli  reports  sliall  include  (Da  .lescription  of  the  facts  and 
nrcunistances  of  ,uiv  -^ik-Ii  <lis.  riniination,  (2)  the  response  thereto  on 
the  part  of  rlie  I'mted  .States  or  any  agency  or  employee  thereof,  and 
(3)  tne  resiilf  of ';tieh  response,  if  any 

(d)(n  U,  >'>n  flie  rei]iie-f  df  flie  (^onunittee  on  Foreign  Relations  of 
the  Senate  or  tlx.  ('niMinittee  on  International  Relations  of  the  House 
of  Represent.•ltlve.^  the  President  sliall.  within  fiO  days  after  receipt  of 
such  rcfpiest.  rransmit  fn  both  -iieli  committees  a  .statement,  prepared 
with  the  as-is(;iii  e  of  rile  .\-i<t,inr  Secretary  of  .State for  Tinman 

«n"\;nVf£.p;;j  rontri^lTtil'l^Ti"  ■'"'«-""*.v  A.M.t.nc, 

S4jri''r,',h.'r.?'?\"',\  '"-^r^'un  UHMIon-.  Aiithorl/dtlon  Art,  Flnoal  Yoar  1078  (01  Stat. 

«4fl)  mihifltiitp,!  -AnlHrnnt  Sprri'tury  nf  ."(tBt*"  In  IIpu  of  ■■Coi.rrtlnator.- 


ERIC 


3H) 


Rights  and  Humanitorian  Affairs,  with  respect  to  the  country  desig- 
nated in  such  request,  Fitting  forth — 

(A)  all  tne  available  information  about  the  exclusionary  pol- 
icics  or  practices  of  the  government  of  such  country  when  such 
policies  or  practices  are  based  upon  race,  religion,  nationa.  origin 
or  sex  and  prevent  anv  such  person  from  participating  in  tne 
performance  of  any  sale  or  licensed  transaction  under ^is  AH; 

(B)  the  response  of  the  United  States  thereto  and  the  results 
of  such  response; 

(C)  whether,  in  the  opinion  of  the  President,  notwithstanding 
any  such  policies  or  practices — 

(i)  extraordinary  circumstances  exist  which  necessitate  a 
continuation  of  such  sale  or  licensed  transaction,  and,  if  so, 
a  description  of  such  circumstances  and  the  extent  to  which 
such  sale  or  licensed  transaction  should  be  continued  (subject 
to  siKn  conditions  as  Con,<xrcss  may  impose  under  tnis  sec- 
tion and 

(ii)  on  all  the  fact^  it  is  in  the  national  interest  of  the 
United  States  to  continue  such  sale  or  licensed  transaction; 
and 

(D)  such  other  information  as  such  committee  may  request, 
(a)  In  the  evont  a  statiMi»ont  with  respect  to  a  sale  or  licensed 

transaction  is  roquest<»d  pursuant  to  paragraph  (H  of  this  subsecticm 
but  is  not  transmitted  in  an ordanco  therewith  within  60  days  after 
receipt  of  such  request,  such  sale  or  licensed  transaction  shall  be 
suspended  unless  and  until  such  statement  is  transmitted. 

(3)  (A)  In  the  event  a  stutoiuent  with  respect  to  a  sale  or  licensed 
transaction  is  transmitted  wudw  parafrraph  (1)  of  this  subsection,  the 
Congress  may  at  any  time  thereafter  adopt  a  joint  resolution  termi- 
nating or  restricting  such  sale  or  licensed  transaction. 

(B)  Any  such  resolution  shall  l)e  considered  in  the  Senate  in  ac- 
cordance with  the  [)rovisions  of  section  601(b)  of  the  International 
Security  Assistance  and  Arms  Export  Control  Act  of  1976. 

(C)  The  term  '^certification",  as  used  in  section  601  of  such  Act, 
means,  for  the  nurposos  of  this  paragraph,  a  statement  transmitted 
under  paragraph  ( 1)  of  this  subsection. 
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CoKVKNTIONAI,  ArMH  TRANSFER  PoLlCY  * 

(Statement  by  the  President,  February  1,  1978 ^ 

The  United  States  Government,  the  executive  branch  and  the  Con- 
greae,  are  pledged  to  bring  about  a  reduction  in  the  trade  in  conven- 
tional arms.  Last  yt'ar,  I  proinisod  to  U'gin  reducing  U.S.  arms  sales 
•a  a  nece^ary  first  step.  I  wUl  continue  that  policy  this  year. 

In  the  last  hscal  year,  the  previous  administration  and  my  admin- 
istration made  sales  commitments  totaling  many  billions  of  dollars. 
While  high,  however,  the  total  was  considerably  less  than  it  would 
have  been  in  the  absence  of  new  restraints  we  introduced,  particularly 
in  sales  commitments  to  the  developing  countries  of  the  world.  Be- 
tween January  20  and  the  close  of  the  fiscal  year,  I  approved  and  sent 
to  Congress  arms  sales  totaling  $6.7  billion,  which  is  less  than  half 
the  total  approved  during  the  same  period  in  1976. 

Today,  I  am  announcing  that  arms  transfer  agreements  covered  by 
the  celling  which  I  have  established  will  be  reduced  by  $740  million 
m  fiscal  year  1978.  This  means  that  for  the  fiscal  year  which  began  on 
October  1,  1977,  and  which  will  end  on  September  30, 1978,  new  com- 
mitments under  the  Foreip  Military  Sales  and  Military  Assistance 
programs  for  weapons  and  weapons-related  items  to  all  countries  ex- 
cent  NATO,  Japan,  Australia,  and  New  Zealand  will  not  exceed  $8.6 
billion.  The  comparable  figure  for  fiscal  year  1977  was  $9.3  billion. 
This  is  a  reduction  of  8  percent,  figured  on  constant  fiscal  year  1976 
dollars. 

A  larger  cut  in  tho  ceiling  would  violate  commitments  already  made, 
including  our  historic  interest  in  the  security  of  the  Middle  East,  and 
would  ignore  the  continuing  realities  of  world  politics  and  risk  the 
confidence  and  securitv  of  those  nations  with  whom  the  United  States 
has  vital  and  shared  foreign  policy  and  security  interests.  A  smaller 
reduction  would  neglect  our  responsibility  to  set  an  example  of  re- 
straint that  others  might  follow. 

I  intend  to  make  further  reduction.s  in  the  next  fiscal  year.  The  ex- 
tent of  lu'.xt  yoni's  ivdiution  will  dojM'ud  upon  the  world  political 
situation  and  upon  the  degree  of  cooperation  and  understanding  of 
other  nations. 

I  want  to  emphasize  that  tho  restraint  policy  I  announced  on  May  19, 
1977,  was  not  aimed  t'xclusively  at  the  volume  of  arms  transfers. 
Equally  important  is  restraint  in  the  sophistication  of  arms  being 
transferred  and  on  the  spreading  capability  to  produce  armaments. 
Therefore,  in  addition  to  the  ceiling,  1  established  five  specific  controls 
applicable  to  all  transfers  except  tlioso  to  our  NATO  allies,  Japan, 
Australia,  and  New  Zealand.  Tlies*'  conti-ols  included:  (1)  a  control 
on  the  first  introduction  of  certain  advanced  systems  into  an  area; 
(2)  a  prohibition  on  advanced  sy-stems  for  export  only;  (3)  a  pro- 

*W««klr  Compilation  of  PrMidential  DocumenU,  r.  14,  Februmry  6,  1978 :  286. 
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hibition  on  various  types  of  coproduction  arrangements;  (4)  tighter 
controls  on  retransfer;  and  (6)  special  controls  on  sales  promotions. 

These  guidelines  are  at  the  heart  of  my  decisions  to  approve  or  dis- 
approve an  arms  transfer. 

As  I  sUxtvil  in  my  OctoU^r  4  speech  to  the  Ignited  Nations,  genuine 
progress  in  this  area  will  require  multilateral  efforts.  But  we  are  com- 
mitted to  takinp  the  first  steps  alone  to  stop  the  spiral  of  increasing 
arms  transfers.  T  call  upon  suppliers  and  recipients  alike  to  join  us  in 
a  determined  effort  to  make  the  world  a  safer  place  in  which  to  live. 

I'MTW)  Si.\ri':s  AuMK  TuAXStTOR  Lev>:i/<  * 

(Statement  by  the  Pivsident,  November  29,  1^78) 

(Conventional  arms  transfer  ivstraint  is  an  important  objective  of 
this  administration  and  the  Congress.  To  ensure  U.S.  leadership  and  to 
sui)plenient  existing  legislation,  1  established  for  the  first  time  a  set  of 
quantitative  and  (lualitative  standards  bv  which  arms  transfer  requests 
consideml  by  this  Government  would  be  judged.  The  principal  con- 
sideration in  the  application  of  those  standards  is  whether  the  transfer 
in  question  promotes  our  seeu^  ity  and  the  security  of  our  close  friends. 

I  am  pleased  to  announce  that  this  Government  has  kept  its  pledge 
to  take  the  leadership  in  restraining  arms  sales.  Under  the  ceiling  I 
established,  U.S.  (lovei  nment  transfers  of  weapons  and  related  items 
to  countries  other  than  NATO,  Japan,  Australia,  and  New  Zealand, 
which  totaled  $H.54  billion  in  FY  1978,  were  reduced  by  8  percent 
(or  approxiniatelv  $700  million  measured  in  constant  dollars)  from 
the  comparable  FY  1977  Jevel. 

When  I  set  this  ^^oal  last  year,  I  said  that  I  would  make  further 
reductions  in  the  next  fiscal  year.  Today,  I  am  announcing  an  addi- 
tional cut  of  approximately  ^7lV^  million**  or  8  percent  for  FY  1979 

[in  inilllotiH  of  dollars] 

Flwoal  yrar  I'JTh  (M'lllrijr_     .    .  _    ^  $8,801 

liiftntloii  (7 'J  p4»rrpnt)  +616 

FUoal  year  1»7K  rplllnR  in  fiscal  yoar  VMU  doIIarH  _    9,  167 

Policy    red  net  Ian,-         _  _    —733 

FIhcaI  year  1»7»  celling;,     .      8,434 

measured  in  constant  dollars.  This  means  that  for  the  fiscal  year  that 
be/ran  on  ()ctol)er  1,  11>78,  and  which  will  end  on  September  30,  1979, 
new  coiniuitnients  under  the  Foreipn  Military  Sales  (FMS)  and  Mili- 
tary Assistance  (MAP)  prof^rams  for  weapons  and  weapons-related 
items  to  all  countries  except  NATO,  Japan,  Australia,  and  New  Zeal- 
and will  not  exceed  $S.t:{  billion.  This  cut  is  consistent  with  our  na- 
tional security  interests,  including  our  historic  interest  in  the  security 
of  the  Middle  East. 

When  I  addressed  the  United  Nations  General  Assembly  in  October 
1977,  I  emphasized  that  the  United  States  had  taken  the  first  steps  at 
conventional  arms  restraint,  but  that  we  could  not  po  very  far  alone. 
Midtilateral  cooperation  remains  essential  to  the  achievement  of  mean- 

♦Weekly  rom|»ll«rion  of  PrPHlilcnrlal  Document^,  v.  14.  December  4.  1978:  2034-2096. 
♦•FY  \U7U  VvWiug  oil  (NinvotktlotiHl  Arn»H  TrannftTH. 
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ingful  restraint  measures.  We  continue  to  believe  that  all  nations  havn 
an  interest  in  restraining?  transfers  of  conventional  weaponry  which 
threaten  the  stability  of  various  regions  of  the  world  and  divert  recipi- 
ent resources  from  other  worthy  objectives  without  necessarily  en- 
hancing national  security.  We  are  making  a  maximum  eflfort  to  achieve 
multilateral  cooperation  on  the  arms  restraint  issue. 

My  decision  on  U.S.  arms  transfer  levels  for  FY  1980  will  depend 
on  the  degree  of  cooperation  we  receive  in  the  coming  year  from  other 
nations,  particMiIarly  in  the  area  of  sperific  achievements  and  evidence 
of  concrete  progress  on  ai  nis  transfer  restraint. 
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REPORT  TO  CONGRESS  ON  ARMS  TRANSFER  POUCY 
PURSUANT  TO  SECTIONS  202(b)  AND  218  OF  THE  INTER- 
NATIONAL SECURITY  ASSISTANCE  AND  ARMS  EX- 
PORT  CONTROL  ACT  OF  1976* 

PART  II.  FINDINGS  OF  THE  STUDY 


Introduction 


PROBLEM 

The  diversity  of  opinion  about  amis  transfers  ^  makes  it  impossible 
to  devise  a  concise  statement  of  the  problem  that  will  satisfy  everyone. 
Some  feel  that  the  problem  lies  at  the  macro  level — that  arms  sales 
worldwide  are  consuming  scarce  human  and  economic  resources.  Others 
sec  the  problem  as  a  regionally-bound  short-term  phenomenon  that  is 
already  subsiding,  although  tliey  recognize  a  need  to  guard  against  a 
recurrence.  Some  believe  that  arms  transfers,  particularly  at  current 
high  levels,  intensify  the  potential  for  and  level  of  hostilities  and 
diminish  interest  in  peaceful  resolution  of  conflict — that  fundamental 
U.S.  values  and  long-term  interests,  as  well  as  the  principles  of  the  UN 
Charter,  are  at  stake.  Others  look  at  arms  transfers  case  by  case  and 
find  that,  on  the  whole,  they  respond  to  legitimate  security  needs  and 
tend  l<>  Iiav4»  (loterreiit  vt\vrt  in  Uk  uI  ronfiict  sitiuitions — that  the  real 
problem  is  in  pursuing  political  settlement  of  underlying  disputes. 
^>o^le  are  concerned  that  tne  volume  and  content  of  U.S.  transfers  have 
oi'eated  larger  appetites  for  weapons.  Others  feel  that  U.S.  arms  ex- 
ports  arc  bein^  driven  by  the  competitive  policies  of  the  other  major 
suppliers  and  the  sup  ior  quality  of  U.S.  defense  products.  Some  be- 
lieve the  fi:reatest  diffirulty  is  a  lack  of  elarity  about  the  content  of  what 
is  generally  termed  ''arms  transfers''  and  that  categorization  and  ex- 
planation  of  the  nunilwrs  will  permit  a  more  precise  focus  on  the  real 
problems.  That  so  many  different  views  are  held  with  strong  conviction 
demonstrates  that  the  subject  of  arms  transfers  is  not  a  single  problem, 
hut  involves  numv  questions.  In  spite  of  the  disagreement  about  the 
nature  of  the  problem,  however,  all  tend  to  agree  that  there  is  a  need 
not  only  for  a  clearer  definition  of  purpose,  but  also  for  more  control, 
roliereiioe,  and  n»st taint  in  U.S.  inilitarv  exports,  consistent  with  na- 
tional siHMirity  and  foreign  policy  objectives. 

V.  TRENDS  IN  ARMS  TRANSFERS 

/.  Compontion  of  thr  Arms  Trade 

Although  reliable  data  are  difficult  to  obtain,  conventional  arms  sales 
to  developing  countries,  including  OPF'C,  are  estimated  to  have  ranged 
from  $15-$2()  billion  (in  orders)  annually  in  recent  years.  The  United 


•I!\(»'rpf>^  from  t*  S  rp4wl,iont  11>77  M 'a  rf  rr  »  Arnw  t  r"  »}<f,'r  |ioltr\  ;  r«'P"''<  to  fN»n- 
f?rp^s.  WAHhlnKton.  I  S  (io\  t  Print.  Off  .  1077  107  p  ( Orjth  ConKrcsH  1st  KPsa.  Committee 
print  ) 

»  R^ffffnoft  to  '^armn  tmnnf^ni.  "  uqI^aa  otherwln^  Hperlfi^d.  tnrltidf  thf  followInK  : 

ffoN Mrnm^'ntfil  tmnufprff.  i\hf»th»»r  by  fcrnnt  or  hbIp.  of  jfoods  and  sprvlrPH  to  thr  itrm^d 
forr^«  of  fofftffn  rountrlfft  . 

Intrrniitloniil  rommfrrlal  tmntifpn  of  iirtlrlpii  fletilgnH.  roodlfl^  or  iidiipt«Nl  for  military 
un«*  Mih  billing  roni(>on»*nt^ )  <«n(l  rplntinl  trrhniCHl  dntii  ;  nnd 

tntprnmtlong)  tmnnffrw.  ♦Ith^r  through  govf rnme ntal  or  roromfrrlal  chnnnHU.  of  d«t,i. 
know  how  iiiHl  t^hnlml  mulntanff  for  the  production  of  mUltary  equipment 


321 


States  has  accounted  for  more  than  one*half  this  amount;  the  remain- 
ing amount  is  divided  between  communist  (18  percent)  and  other  non- 
oommunist  (26  percent)  suppliers.  (See  Fifpure  1.)  These  ag^egate 
totals  include  a  broad  range  of  goods  and  services  and  a  variety  of 
political  relationships  between  the  supplying  and  the  purchasing  coun- 
tries. A  diffenmt  picture  emer^jes  if  we  compare  actual  end  items 
delivered,  (Table  1,) 


ARMS  TRANSFE.q  AGREEflENTS 
^^^^  ^  TO  THIRD  '.VORLO  BY  SUPPLIERS 

'V  1972  •  1976 
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TAilC  l.-lxrOIIT  Of  MAJOR  WEAPOHS  TO  DCVClOnNQ  RCOlONS  lY  MAiOR  SUmiCRS,  CUMUUTIVC  lUl-TI 

INvmbtr  of  w«aponi| 


CfyipiMMttypi  Tdsl      StitM      U«ioii     Frtm  m^$m 


TnHitM^Mlf  propilMiMi   10.I2S  3,M0  1»0  440  I.IH 

ArtiO^.   3,420  m  2.SS0  »  0 

AniMfti  ptrfMMtl  carritri  tRd  trmortd  Ctrl   10^43S  5,240  4,110  Ttt  221 

Nmlcrafi: 

Maior  inrfiM  oombttMrtt   04  CJ  6   If 

MiMrivrfiMcoiiibiUiitt   212  17  3$  32  71 

MmifiMt   33  22  6  2  3 

OwiM  miiiilt  pitrol  boiU   37    33  4   

Aticfin: 

Cwntef  tiftraft  luptrwiDc   2,253  503  l,3iS  271  

CmiM  mttruK  Mbaomc   745  4C0  Xm   W 

OtNfiireran   KO  440  100  7S  201 

M«licoj4an   1,150  400  300  2tt  41 

Mlnilii ; 

SurfMa-tD-tir  miMilM   6.(30  1,050  3,050  240  100 

Air-tD-air  iniMilat   2,255  2.15$   SO  SO 

Air-ta-iarfaca  miMtlat   6,260  1  030    230   

Saarca:  WorM  Military  Eipaaditarai  and  Arms  Traasfart.  IN^TO,  U.S.  ACOA,  labia  VI,  p.  II. 

The  value  of  United  SUtes  arms  transfers  is  usually  computed  on 
the  basis  of  new  orders  under  the  govemment*to-goyemment  Foreign 
Militanr  Sales  (FMS)  pro^m,  plus  military  assistance  granta 
(MAP)  and  licensed  commercial  exports  of  items  on  the  United  States 
Munitions  I^st.  ( No  statistics  are  available  on  new  commercial  orders.) 
FMS  and  MAP  orders  include  all  manner  of  goods  and  services  sold 
or  granted  by  the  U.S.  Government  to  f orei^p  armed  forces,  including 
many  items  which  are  not  on  the  U.S.  Munitions  Last  and,  therefore, 
would  not  be  considered  arms  if  sold  commercially. 

FMS  orders,  which  make  up  more  than  86  percent  of  the  value  of 
total  U.S.  arms  transfers,  have  for  the  past  several  years  consisted 
of  about  40  percent  weapons  and  ammunition,  25  percent  support 
emiipment  and  spare  parts,  and  35  percent  training,  construction  and 
other  services.  Commercial  exports,  which  exceed  $1  billion  annually, 
also  include  a  high  percentage  of  support  equipment,  components  and 
spare  parts.  Grants  of  military  eauipment,  now  approximately  $200 
million  annually  and  expected  to  decline  further,  no  longer  constitute 
a  significant  part  of  U.S.  arms  transfers.  (See  Figure  2.) 


li 
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mulCN  us  $ 


FOREIGN  MILITARY  SALES  AGREEMENTS 
VS. 

MILITARY  ASSISTANCE  PROGRAM 
VS. 

COMMERCIAL  SALEJ  (DELIVERIES) 
FY  1967  •  FY  1976 


t9'4  1979  1«7a 


>r7  STATt  '  not? 


Sales  Rj^reements  to  other  than  closo  allies  can  be  analyzed  by  differ- 
entiating the  ftmount  of  arms  and  ammunition  (e.g.,  fighter  aircraft, 
boinlHM's.  (lest m vers,  submarines,  tanks,  artillery,  machine  guns,  rifles 
and  missiles  and  all  munitions  and  ammunition)  from  sale^of  noncom- 
bat  equipment,  spare  parts  or  services.  The  sales  of  arms  and  certain 
support  equipment  (e.g.,  tanker  aircraft)  represent  modernization 
or  expansion  of  a  country's  combat  capability;  the  other  sales  as- 
sure that  Items  already  in  a  country's  inventorj'  will  remain  opera- 
tional (e.g  salefl  of  most  supnorting  equipment  or  spare  parts),  or 
develop  infrastructure  through  sales  of  such  items  as  construction, 
training,  and  technical  assistance.  To  deny  sales  of  weapons  and  am- 
munition is  to  (leny  an  increase  in  combat  capability  and  possibly  cause 
a  gradual  diminution  of  current  capability  through  obsolescence;  to 
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deny  spare  parts  or  Rupportinff  equipment  is  to  cause  a  rapid  decrease 
of  current  capability*  xable  2  illustrates  total  U.S*  sales  agreements  to 
other  than  treaty  allies  by  category  and  region. 

TABLE  2  -FISCAL  YEAK  1976  SALES  AGtEEMEMT  OlSTMBUTIOM  BY  BCGION 


ArM 

ToUl 
ulti 
afratmants 

WaapoAi 
and 

ammunition 

Suppoftini 
•quipmtm 

SBfBOfttH 
iorvloii 

Naar  Eatl/South  Atia  . 

itrHl   

Iran  

Saudi  Arabia  

Cut  Asia                       .  . 

KorM  

Europt  

Latin  Amarican  raputMict 

Africa  

IS.  70S.  4 
(9W.2) 
(1. 312.1) 
(2.492.6) 
949.  S 
(62L5) 
S71.S 
77.  B 
214  2 

11. 112. 7 

(567.3) 
(419.2) 
(247.0) 
49$.  6 
(404.1) 
330.4 
13.9 
80.5 

1422.2 
(61.6) 
(»1.9) 
(22B.9 
116.7 
(62.7) 
71.0 
IB.  9 
4B.2 

Il7t9 

(226.3) 
010.9) 

244.0 
(109.3) 
136.8 
19.6 
49.5 

12.627.1 

(Wl) 

26.2 
96.9 

Identification  of  Recipients 

In  seeking  to  identify  opportunities  for  restraining  international 
arms  transfers^  it  is  also  important  to  recognize  distinctions  among 
purchasers.  Figure  3  and  Table  3  illustrate  the  regional  distribution  of 
FMS  orders  over  the  last  ten  years.  Beginning  in  nscal  year  1971,  there 
was  a  dramatic  growth  in  the  volume  of  FMS  agreements.  This  trend 
peaked  in  fiscal  year  1974  and  fiscal  year  1975,  when  large  NATO 
orders  for  the  F-16  aircraft  coincided  with  large  orders  from  Israel, 
Iran,  and  Saudi  Arabia.  The  total  volume  declined  somewhat  in  fiscal 
vear  1976,  a  although  Saudi  Arabia's  orders^  and  FMS  a^^ments  with 
"other"  iTripi(»nts  (notably,  Jordan  and  Korea)  continued  to  grow. 


FOREICN  MILITARY  SALES  (FMS) 
AGREEMENTS 


NATO.  JAPAN.  . 
AUSTMALIA.  Nl'/V  ZIACAno* 


TA8U  3.--FISCAL  Y£M  197^-71  SALCS  AGRftMCNT  DISTRIBUTION  BY  REGION 


TottI  U  S.  salM  tirttmiMy  

Ntar  EMVSMitt  Asia  

i^rf$  

UstAfia  

Li^Rj|in«rtcafl  Rtpublics  

NATO  idd  otNr  inttrnattOMl  oruflifitioAi 
Africa  

Numbf  r  of  countrtti  it|fitfl|  ukt  iirttmants 


Ftical  yttr— 


1973 

1974 

1975 

15, 7U 

SIO.  M2 

SIO,  123 

li,665 

4.366 

1. 163 

6.076 

5.70ft 

808 

1.  107 

3.054 

L044 

398 

322 

660 

1. 525 

110 

211 

175 

77 

89 

105 

9i 

53 

•9 

18 

32 

43 

2 

13 

27 

214 

65 

69 

71 

tt 
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As  the  foregoing  charLs  and  Ubies  indicate,  substantial  sales  are 
made  to  our  NATO  allies  as  part  of  our  common  defense  eflfort.  It  has 
been  our  policy  to  encourage  our  NATO  partners  to  increase  their 
defense  contributions  in  light  of  the  continuing  buildup  of  Warsaw 
Pact  forces.  Moreover,  our  interest  in  increasi»d  standardization  and 
interoperability  in  NATO  weapons  systems  and  the  possible  develop- 
ment of  more  integrated  European  and  NATO  defense  production 
and  R.  &  I),  capability,  have  led  us  to  favor  an  expansion  of  arms 
transfers  among  NATO  countries,  beyond  the  rate  of  growth  of  over- 
all arms  expenuitures. 

An  appropriate  focus  of  attention  would  appear  to  be  the  Middle 
Kast,  when*  the  greatest  expansion  of  arms  exports  has  occurred. 
Iran,  Saudi  Arabia,  and  Israel  together  have  accounted  for  more 
than  half  all  FMS  orders  over  the  past  five  years.  Sales  to  other  de- 
veloping countries,  including  OPEC,  have  oeen  relatively  modest. 
Although  eacli  area  presents  a  different  set  of  problems  tor  policy 
applicaticm,  it  would  appear  that  our  inmieiliate  efforts  in  East  Asia, 
Africa,  and  Latin  America  might  be  directed  less  at  achieving  sig- 
nificant reductions  in  the  present  dollar  volume  of  arms  transfers  than 
at  other  aspects  of  iu  »  problem,  such  as  the  types  of  weapons  trans- 
ferred, while  permitting  mo(iest  moderization  that  can  be  demon- 
strated to  contribute  to  regional  stability  and  U.S.  security  intere^s. 
For  the  longer  term,  it  must  be  kept  in  mind  that,  despite  the  con- 
centration of  sales  volume  in  a  relatively  few  countries,  military  ex- 
penditures absorb  a  measurable  percentage  of  the  gross  national  prod- 
net  of  most  countries. 

A  very  few  major  sales  can  have  dramatic  effects.  For  example,  the 
sharp  increase  in  sales  to  Africa  in  1976  is  largely  attributable  to  two 
sales  of  F~r>  aircraft  (to  Kenya  and  Ethiopia).  Approximately  20 
percent  of  tlie  dollar  value  ;)f  FMS  sales  each  year  is  the  result  of 
one  or  two  specific  sales  agreements  as  shown  in  Table  4. 

TABU  4.^SI0NtFICANT  MAiOR  TRANSFERS  BY  YCAR 


Ptrctntol 

Flical  yMr  and  country     Dtscriptton  of  ial«s  Valua  (SM)        total  laltt 


1973-  lran                         105  F  5E'i.  36  F^E  i.  293  halicoptors   $1,397  24 

1974-  Iran  2  daitroyari.  SO  F-14's     2, 303  20 

1975-  Bolgium.  Otnmark.  Nath-  NATO  contortium  pAirchasa  of  3a  F-I6'i   2. 119  20 

arlandi.  Norway. 

197$  Saudi  Arabia  . .            Oparitiofl  of  fKihtits  and  maintananca  uf  F-5E'i  for  1, 574  It 
I  3'yr  partod. 


S,  Implications  of  Changes  in  Supplier/ Recipient  Relations 

Over  the  past  thirty  years,  relationships  between  suppliers  and 
recipients  have  un<lerpone  fundamental  changes  wliich  have  affected 
the  volume,  content  and  distribution  of  the  international  arms  traffic. 
The  commonality  of  purpose  between  supplier  and  recipient 
has  diminished.  Suppliers  who  once  furnished  arms  primarily 
to  dost*  allies  in  onler  to  meet  a  common  threat  now  transfer 
arms  to  a  <liversity  of  recipients  Iror  a  broadened  range  of  foreign 
policy  n»asons,  and  more  recipients  acquire  arms  for  national 
purposes  of  their  own. 

Supplier  participation  in  the  planning  of  types  and  quantities 
of  arms  transferred  has  U^en  made  more  complex  as  the  mode 


of  transfers  has  shifted  from  grants  to  salos.  Inrreaso.l  ahilitv 
«  n'u;;':F'""\Y       f  i>'-i"^in,.  nHtio,.s,  has 

lents  determine  their  own  needs  and  sources  of  supplv 
for  inThfr^f      «"PP!'e'-/>^<iP'ent  rHatioMships  have  been  a  fac- 
^Ll     .  »".nd  fowanf  moreaseA  sales  of  terhm,l<vi,allv  «<  vanced 
weapons  to  developing  nations  and  the  rise  in  total  expenditure  for 

0  newly  devel„pe<l  systems  research  and  development  costs,  which 

tained  by  co.n.tries  wind,  lack  adequate  numWrs  of  ti.  hnical  y  ■<  - 
petent  ,>ersonnel.  a  ^jrowm^  ,ioruan,i  is  c  reated  for  forei^m  techni  ians 

Thrcasts"of  fh'  "•";'P"'^"S"'^  ^.^i"  Personnel  uSts  operation! 

Ihe  casts  of  thes..  foreign  technicians  constitute  a  si^mifican  ,.«rt  of 
many  arms  transfer  cases.  >  i  "'i 

4.  The  Role  of  Other  Suppliers 

With  the  l  is.'  in  worM  <iemand  for  arms.  Western  K.r  ,pean  and 
arsaw  I  a<-t  countries  have  become  keen  competitors  for  safes  A?rns 

l^nitedViZr""^  V'J'^  P^"'r-^'""        econ'omi;:  of  tlie 

United  Kingdom  ami  France  in  particular,  and  to  the  political  pur- 

such  as  Italy  Sweden.  Israel.  Spain,  and  Belirium  are  aNo  acutely 

flTnif;eFVrV""iL"'"^^.'"-   "j""'^'''''-  p'--n:s  ^i-r^n^ 

lelt  in  the  F  RG  for  a  liberalized  arms  transfer  policy. 

Regionally,  the  Soviet  Tnion  is  the  dou.inant  supplier  in  Africa 
and  South  Asia,  a  major  supplier  to  the  Mi<l<lle  East,  and  with  Italy 
and  t  u.  tn.ted  Kmpdom  ranks  aln'ad  of  the  Unite,!  States  in  .ales 

malket's"  "''^  *"  «"  '•^^'-"«' 

nJiollo^'''*'^   ^^Tu  'f""*'"^  '"PP''^**  worldwide  of  self- 

propelled  puns,  artillery,  guided  missile  patrol  boats,  super-sonic  corn- 

^^Lf'"'?  '         surface-to-air  missiles.  France  has  .sold  armoivd 
JfS"    ra'.n^'rs  and  armored  cars,  minor  naval  surfa<-e  combatants. 
S^^i  ¥lf 'It  P*^ri,.^^«/'^-  ^''P'^rsonic  combat  aircraft.  an,|  heli- 
Z?}^    uJ^         Kin^r<lom  has  iM'en  a  lar^e  supplier  of  tanks  an<l 
seir-propelled  puns,  major  and  minor  naval  surface  combatants  sub- 
sonic combat  aircraft  and  other  ain-raft,  an<l  surfac<'-to-«ir  missiles 
Uur  ability  to  restrain  international  arms  transfers  will  in  many 
cases  depend  upon  our  ability  to  pain  the  coo,.eration  of  potential  al- 
ernative^  suppliers.  It  will  he  most  <lifficiilt  to  achieve  the  coopera- 
tior  of  the  communist  suppliers  whose  support  for  neiirhborini;  coun- 
tries motivates  nicrease.l  anus  accpiisitions  by  .some  of  the  largest  pur- 
cha.sers  of  I  .S.  arms.  '  m" 

a.  ProjerUd  DeUvrrien  and  New  Orders 

Because  months  and  years  normally  elap.se  before  completion  of 
deliveries  under  sales  contract.s.  the  rate  of  deliveries  laU  behind 
the  level  of  new  orders.  There  remains  a  U.S.  backlofr  of  u.on'  than 
?30  billion  in  articles  and  services  (including  $11  billion  in  weapons) 
under  sitrned  FMS  contracts,  some  of  which  will  not  be  delivered 


In  addition,  many  of  the  major  weapons  systems  we  have  sold 
(whether  or  mtt  delivery  has  occurred)  will  not  be  of  use  to  the  pur- 
chasers unless  we  are  also  willing  to  provide  ammunition,  spar©  parta^ 
maintenance,  training  and  otlier  follow-on  support.  Cancellation  of 
existing  contracts  hy  the  I'nited  States  (which  would  have  to  pay 
sul)^^antial  termination  cost.s)  or  refusal  to  support  items  previously 
sold  would  undei-standahly  provoke  sharp  reactions  from  the  purcnas- 
\\\g  countries.  .  . 

Accordingly,  it  does  not  appear  in  the  U.S.  interest  to  mfluence  the 
volume,  content  or  distribution  of  transfers  resulting  either  from  the 
pcrfonnanoe  of  existing  contracts  or  from  requirements  for  follow- 
on  support.  Rather,  the  U^st  opportunities  for  achieving  restraint  ai-e 
presented  by  review  of  new  anus  requests, 
0.  Future  Trends 

Preliminary  data  for  lt>76  indicate  a  gradual  falling  off  of  non- 
SMVO  demaiid  for  arms.  From  the  1974  peak  of  $21  billion,  Thud 
World  pn)cureinenr.s  from  all  sources  in  1975  dropped  20  percent,  and 
in  197(5  another  15  percent.  The  problem  of  absorbmg  large  quantities 
of  new  e(piinnient  and  technology  on  a  sustained  basis  will  continue 
tK)  cn»ate  administrative,  training,  and  maintenance  difficulties  for 
the  developing  nations,  thereby  constraining  new  orders.  (These  dif- 
ficulties, a,s  in  the  pa^^t,  may  f>e  partially  overcome  through  the  em- 
ployment of  foivign  technicians.)  Financial  pressures  may  also  con- 
tinue to  limit  some  purchasers.  I'^nle.ss  major  T>oliticaK  economic,  or 
miUtarv  developments  upset  this  trend,  the  CIA  projects  that  world- 
wide new  ordei^s  may  level  off  at  $U)-$15  billion  annually  by  1980. 

f)f  (M)ursv,  all  projtK^tions  are  subject  to  the  basic  fact  that  the  level 
of  arms  accpiisition  is  largely  determined  by  recipients'  perceptions 
of  se(Miritv  ncinls  and  ability  h>  pay.  Political  events  contributmg  to 
a  relaxation  of  global  and  regional  tensions  (e.g.,  nn  Arab- Israeli 
settlement)  couhl  have  a  profound  effect  upon  the  success  of  efforts 
to  restrain  arms  transfers. 

R.   ARMS  TllANSn-.R  It)T.I('Y  OBJF.mVKS 

/.  Thi'  PurpoHv  of  An))rH  Tramfrrs 

The  prevailing  ap|)roach  of  the  USG  has  l)een  to  use  arms  transfers 
as  a  major  instrument  of  foreign  policy,  with  the  exception  of  special 
restraints  in  Latin  AnuM-ica  and  Africa.  There  has  been  a  general 
disj)ositi<ui  in  favor  of  approving  proposed  salens  for  the  following 
pur|)Oscs: 

To  support  diplomatic  rlForts  to  resolve  major  regional  conflicts 
by  maintaining  lo<»al  balances  and  enhancing  our  access  and  in- 
fluences vis-n-vis  the  parties: 

To  infhuMice  the  politi(»al  orientations  of  nations  which  control 
stratcfifie  resources; 

Fo  help  maintain  n»gional  balances  among  nations  important  t9 
us  in  order  to  avert  war  or  political  shifts  away  from  us; 

To  enhance  tin*  qmility  and  commonality  of  the  ca|)abilities  of 
maior  .Vllios  participating  with  ns  in  joint  defense  arrangements; 

To  promote  self-sufficiency  in  (l(»tcrn»nce  and  defense  p*^  a  stabi- 
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lizing  factor  in  itself  and  as  a  mtans  of  reducing  the  level  anrl 
autornaticity  of  possible  American  involvement; 

To  strenj^hen  the  internal  security  and  stability  of  recipients; 

To  limit  Soviet  influence  and  maintain  the  balance  in  conven- 
tional arms; 

To  enhance  our  general  access  to  and  influence  with  governments 
and  military  elites  whose  political  orientation  counts  for  us  on 
global  or  regional  issues; 

To  provide  levera^  and  influence  with  individual  governments 
on  specific  issues  of  immediate  concern  to  us; 

To  secure  base  rights,  overseas  facilities,  and  transit  rights  to 
support  the  deployment  and  operations  of  our  forces  and  intel- 
ligence systems. 

In  sum,  arms  transfers  have  contributed  to  our  national  interests 
in  a  number  of  important  wava.  U.S.  arms  transfers  have  enabled 
friends  and  allies  to  defend  themselves  and  deter  aggression,  have 
cemente^l  good  relations  and  enhanced  our  influence  with  recipients, 
and  have  denied  hostile  powers  the  opportunity  to  gain  positions  of 
influence  in  a  number  of  Third  World  countries.  These  benefits,  and 
the  extent  to  which  alternative  instruments  are  available,  must  be 
taken  into  account  in  considering  the  appropriate  role  of  arms  trans- 
fers in  our  foreign  policy  so  that  our  actions  will  be  consistent  with 
our  national  interests. 

At  the  same  time,  although  the  objectives  sought  by  the  U.S.  in  its 
arms  transfer  policies  have  often  been  achieved,  arms  transfer  pro- 
grams have  also  entailed  costs  (i.e.,  implied  commitments,  extensive 
U.S.  presence)  and  risks  (arming  countries  whose  policies  and  objec- 
tives may  change  radically  and  suddenly)  that  conflicted  with  other 
national  objectives  and  values.  There  are  genuine  and  understandable 
concerns  over  pohcie^j  and  activities  which  can  be  regarded  as  increas- 
ing the  danger  of  military  violence.  Congress  and  this  Administra- 
tion havo  nvognized  the  danger  of  supplving  arms  to  countries  the 
^^jovernments  of  which  engage  in  practices  violative  of  the  human 
nght«  of  their  populations.  The  possible  risks  of  arms  transfers  are, 
therefoHN  a  ronroni  of  many  and  have  directed  attention  to  the  merits 
of  restraint. 

£.  Purposen  of  Restraint  in  ArmA  Transfer  Policy 

^^^^^^fJ^^       indicated  that  our  policy  on  arms  transfers  across 
the  glolw  will       one  of  n\straint:  Our  long-term  interests  will  be 
better  served  if  political  .^Ability  and  security  can  be  maintained  at 
a  reduced  level  of  armament. 
Restraint  in  TT.S.  arms  transfers  ran  serve  these  purposes: 

To  encourage  a  general  reduction  in  both  worid  arms  transfers 
and  reliance  on  militarv  might  as  an  essential  element  in  a  more 
peaceful  and  stable  world  order; 

Tlirouph  a  lower  level  of  armament,  to  curtail  the  potential 
for  arms  rare.s  and  limit  the  intensity  of  conflict  if  it  occurs; 

To  reduce  the  potential  and  pressure  for  TT.S.  involvement  in 
local  (H>nflu-ts  to  the  extent  this  follows  from  various  arms  sunnlv 
relationships;  ^ 
To  moderate  super  power  competition  and  the  prospect  for 
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conflict  in  regional  situations  (if  multilateral  initiativea  are 

Hucx^essful) ; 

To  reduce  roliance  on  arms  transfers  as  a  means  of  implementing 
our  diplomacy,  to  the  detriment  of  alternative  non-military 

instruments; 

To  protect  I  .S.  niilitarv  capabilities  by  limiting  the  dispersion 
of  military  technology  that  could  be  used  against  us  and  our 
Allies; 

To  distance  oursc^lves  from  I'egimes  that  do  not  respect  and  ob- 
serve basic  human  rights  and  fundamental  freedoms; 

To  limit  the  divei-sion  of  nioni(\s  and  skills  in  developing  na- 
tions away  from  fundamental  economic  development  needs; 

To  |>ennit  T.S.  n^sources  to  be  shifted  from  financing  arms 
transfers  to  supportin^^  economic  development; 

To  minimize  the  risk  of  diversion  of  destructive  weapons  to 
terrorists; 

To  build  I  \S.  domestic  support  for  our  foreign  policy  objectives 
m  the  developing  world. 

As  noted  in  the  previous  section  there  are  cost«  and  risks  in  a 
imlicy  of  unrestrained  arms  transfers.  The  same  may  be  true  of  a 
|w)licy  of  restramt.  Some  of  the  issues  raised  border  on  dilemmas 
where  there  are  no  eAsy  or  penalty-free  solutions.  The  problem  then 
Is  to  design  a  policy  that  will  meet  the  need  for  restraint,  but  at  the 
same  time  pn^serve  the  adavntages  that  accrue  from  arms  transfers, 

I  he  i)otent  lal  impact  and  general  effects  of  a  policy  of  arms  transfer 
restramt  on  our  fort>ign  relations,  economic  situation  and  defense 
posture  are  discussed  m  Annexes  1, 2,  and  3. 

C.  POUCY  AssnHPnoNs 

Against  this  background,  the  following  assumptions  were  made: 
The  U.S.  within  the  context  of  a  policy  of  restraint,  will  con- 
tmue  to  utilize  arms  transfers  where  necessary  to  promote  our 
own  strategic  interests,  the  security  of  our  allies'and  close  friends, 
and  world  peace. 
In  particular,  the  U.S.  will  maintain  its  close  defense  relation- 
li^'        ^'^^^  members,  Japan,  Australia,  and  New  Zealand, 
The  U.S.  has  special  responsibilitie>s  to  insure  Israers  security 
m  oviWr  to  deter  war  and  t<>  make  progmss  toward  peace. 

The  U.S.  will  pursue  multilateral  initiatives  with  other  sup- 
pliers in  an  effort  to  restrain  the  international  trade  \n 
armaments. 

Priinarv  attention  will  1k>  focused  on  new  n^uests  for  the  trans- 
fvv  of  W(^apons,  pin-ticnlarly  systems  of  advanced  technology. 
The  If.S.  will  not  normally  be  concerned  with  limiting  routine 
sMies  of  spine  pjuts,  rrainin^^  eoristnw^ion  and  n^Iated  service.s.  * 
The  U.S.  will  not  cancel  existing  contracts.  Goods  and  services 
ronhmie  to      olFered  in  snpimrt  of  the  systems  previously 
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MirnislhMl.  thimixh  rnanaircrnent  Jirran^r^Mnents  may  l>e  changed  and 
the  I  S.  will  rvMMve  tlie  v]p\\\  to  determine  appropriate  nuan- 
titiesnnd  tinim^r.  * 
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D.  MTTIiTILATERAL  CONTROL* 

While  a  U.S.  policy  of  restraint  would  reduce  the  content  and  value 
2  tw^s'^ra,  it  might  not  affect  the  overall  picture.  Al- 

though  the  U.S.  has  a  clear  technical  lead  in  most  items  and  a  greater 
vanetv  of  equipment  to  offer,  there  are  other  suppliers-the  French, 
British,  Israelis,  Germans,  Italians,  Belgians,  Soviets,  and  the 
Swedes— to  whom  determined  purchasers  might  turn.  We  have  no  basis 
for  precise  judgments  regarding  the  extent  to  which  these  suppliers 
could  compensate  for  U.S.  reductions,  but  most  of  them  make  some 
items  of  cmiipment  and  provide  services  which  could  be  substituted. 
And  eager  buyers,  if  the  best  is  not  available,  will  be  strongly  inclined 
to  take  what  i&  available. 

The  behavior  of  the  Soviet  Union  is  difficult  to  estimate.  However, 
Defense  reports  the  economic  capability  of  the  Soviet  Union  to  in- 
crease Its  rate  of  production  and  exports  of  defense-related  articles 
and  services,  particularly  over  a  period  of  two  to  four  years,  could 
to  substantial.  The  extent  to  which  the  Soviet  Union  would  enter 
the  market  m  places  vacated  by  the  U.S.,  and  the  extent  to  which 
others  would  seek  out  Soviet  assistance,  is  uncertain.  The  Defense 
Department  notes,  however,  that  the  Soviets  are  known  to  recognize 
exnloit  new  opnortunities  as  part  of  their  doctrine. 

ACDA  believs  that  the  combined  existing  productive  capacity  of 
Western  Europe  and  the  communist  bloc  suppliers  is  generally  ade- 
quate to  substitute  for  all  U.S.  transfers  to  LDC's  outside  of  the  Mid- 
dle East,  and  to  substitute  for  U.S.  fighter  aircraft  and  naval  vessel 
transfers  to  that  region  as  well. 

The  prospect  that  other  countries  will  voluntarilv  and  spontaneously 
follow  our  model  of  restraint  is  unlikely.  To  the  extent  that  we  can 
begin  to  develop  a  ronsensuf:  among  other  supplier  and  consumer  na- 
tions about  the  need  for  restraint  we  can  have  a  real  impact  on  the 
worldwide  situation.  Our  own  program  restraint  will  be  a  very 
important  first  step  toward  this  goal  and  will  greatly  enhance  our 
abilitv  to  talk  seriously  with  others  al)Out  multilateral  controls.  Con- 
versely, if  do  not  beuin  to  enlist  the  roo|x>ration  of  other  suppliers 
ard  recipients,  it  will  l)o  difficult  to  sustain  unilateral  U.S.  restraint 
over  the  longer  term.  If  others  begin  to  fill  the  vacuum  wc  leave,  the 
pressures  in  this  countrv'  to  loosen  the  Iwnds  of  restraint  could  become 
substantial.  (See  Annex  5  for  a  discussion  of  our  recent  experience 
with  multilateral  talks  on  arms  transfers.) 

The  principles  of  our  own  program  of  restraint  mipht  form  the  basis 
for  develoning  multilateral  controls,  perhaps  somewhat  similar  to  the 
concept  of  guidelines  adopted  hv  the  nuclear  suppliers  conference. 
Rntlier  than  ronstifuting  an  international  agreement,  as  such,  the  nu- 
clear snpr>liers'  iruidelines  aiv  a  conunon  set  of  principles  adopted  nni- 
laternlly  hv  eiu  h  snpplier  to  govern  the  exfrnrt  of  nuclear  technologies. 
For  ron\enfif)i>aI  arms  exr>orts,  such  guidelines  might  include: 

K\<*luuHj'e  of  infonnntion  n}>ont  the  ironeral  nuirket  sif nation  : 
[iistiuL^  of  sensitive  weanons  systems  on  \vhi«'h  snnpliers  would 
apply  speeial  restraint  and  the  proposed  transfer  of  which  would 
trigger  consultations; 

Special  restiaii.t  on  tnuisfei^s  into  regions  of  tension,  whicli 
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would  be  interpreted  for  individual  cases  through  consultation; 
Controls  on  reti'aiisfi^iM  of  j^oods  and  pro<luttion  know-^how. 
The  wide  variety  of  regional  situations  involving  significant  arms 
transfers  suggests  that  a  broad  range  of  cooperative  techniques  will 
be  required,  involving  both  suppliers  and  recipients.  Essentially,  there 
are  five  means,  none  mutually  exclusive,  for  developing  multilateral 
controls  of  this  sort : 

(1)  Bilateral  consultations  with  suppliers  and  recipients,  at  U.S. 
initiative. 

(2)  A  suppliers'  conference,  involving  the  small  number  of 
maior  supoliers.  This  would  have  to  be  accompanied  by  a  series 
of  bilaterals,  particularly  with  the  Soviet  Union,  as  well  as  some 
means  for  working  with  recipients. 

(3)  International  organization  conferences,  includins^  both 
suppliers  and  recipients,  in  such  force  as  the  UNGA,  UNSSOD, 
and  CCD. 

(4)  Supplier-buyer  conferences  developed  on  a  regional  basis. 
This  typ  of  arrangtMuent  would  focus  the  interpretation  of  gen- 
eral guidelines  on  the  particular  security  needs  and  instabilities 
of  a  specific  region. 

(5)  Recipient  conferences.  The  development  of  multilateral  ap- 
proaches to  this  problem  will  be  a  lonp  and  complex  process,  to 
which  there  has  been  great  resistance  in  the  past.  Although  the 
shift  in  U.S.  policy  unilaterally  will  provide  some  momentum, 
particularly  with  other  suppliers,  the  longer  process  will  require 
the  identification  and  implementation  of  restraints  that  serve  the 
interests  of  both  suppliers  and  recipients, 

K.  REI.ATION8  WTTII  roNORESS 

Congressional  interest  in  arms  transfers  has  grown  with  the  rise  in 
their  volume  und  importance  as  an  instrument  of  foi*eign  policy,  par- 
ticularly in  the  Middle  East.  The  key  to  gaining  Congressional  support 
is  timely  and  thorough  consultation,  both  in  the  formulation  of  new 
policies  and  in  their  execution.  Effective  consultation  will  require  an 
effort  by  Congress  to  identify  the  appropriate  Tx^gislative  Branch  par- 
ticipants (we  cannot  consult  with  »11  members  and  staff).  Tt  will  also 
require  a  conscientious  effort  by  tlu»  Executive  Branch  to  share  in- 
formation, to  seek  Congressional  views  l)efore  cle(Msions  are  made,  and 
to  take  those  views  into  account. 

The  absenro  of  a  clearlv  understood  arms  transfer  policy  lias  con- 
tributed to  widesprejid  r(>ngrossional  unease  and  lack  of  confidence 
in  Exccutivt*  Brnn(*l»  dccision-nuiking.  Tliis  uneus4^  and  lack  of  con- 
fidenco  hww  )»cen  manifested  hv  Coiigivssional  efforts,  through  in- 
creasingly clal>oratc  pro<»c(luros.  to  become  ever  more  directly  involved 
in  the  making  of  operational  (le(*isions.  Xot  the  least  of  tlie  explicitly 
expressed  rcniirressional  «*oncerns,  with  \vhi(*)i  t)w»  Administration  is 
in  full  ajrreement.  is  the  need  to  ( tirtail  arms  salo^^  to  r'overnnients 
which  violate  human  riglits  and  fundamental  freedoms.  The  present 
Arms  Expoii^  Control  Act  renuires  tlmt  Imndreds  of  individual  trans- 
actions ea<"h  year  Ih^  presented  to  Congress  before  contracts  are  signed 
or  export  TuvMises  issued.  This  system  buries  Congress  in  the  nuts  and 
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bolta  of  adminigtration,  rather  than  permitting  it  to  focus  on  broad 
policy  choices. 

Apart  from  this  basic  problem^  the  laws  presently  governing  arms 
transfers  are  extremely  complicated,  and  are  presently  scattered 
among  several  Acta  of  Congress  which  are  not  entirely  consistent  in 
their  requirements.  A  consolidated  refinement  and  simplification  of 
the  law  would  benefit  all  concerned. 

The  continuing  need  for  regular  consultation  with  Congress  at 
the  early  stages  of  decision-making  on  important  issues  cannot  be 
overstated.  Our  dialogue  with  Congress  concerning  the  form  and  con- 
tent of  arms  transfers  legislation  should  help  to  identify  etfeotive 
mtiirhanisms  for  insuring  such  timely  consultation. 
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PART  III.  POLICY  ISSUES 

The  Policy  Issues  discussed  in  this  Part  form  the  framework  for 
the  decision  on  a  new  arms  transfer  policy.  The  issues  are  divided  into 
four  sets: 

Set  L  Restraints  on  Dollar  Volume. 

Set  11.  Restraints  on  Type. 

Set  III»  Restraints  on  Destination. 

Set  IV.  Restraints  on  Structure. 

Set  I.  Dou^R  Volume  Restraints 

A.   ACROSS-THE-BOARD  CEILINGS 

lame 

Should  there  be  a  fixed  ceiling  on  the  dollar  volume  of  U.S.  arms 
transfers? 

Assesament 

It  is  difficult  to  f>8tablish  a  firm  estimate  of  the  total  dollar  volume 
of  arms  transfers  in  fiscal  year  1976  for  the  purposes  of  establishing  a 
ceiling.  One  major  uncertainty  concerns  the  volume  of  commercial  ex- 
ports which  represent  more  than  25  percent  of  the  $12.4  billion  cotal. 
The  $3.6  billion  commercial  figure  represents  the  dollar  value  of  li- 
censes issued  in  authorization  of  commercial  exports  during  fiscal  year 
1976.  Historically,  commercial  sales  that  finally  are  transacted  have 
been  equal  to  only  about  one-quarter  of  the  amount  that  was  licensed. 
On  the  basis  of  this  historical  experience,  therefore,  $12.4  billion  tends 
to  overstate  the  true  volume  of  arms  transfers  ordered  during  fiscal 
year  1976.  As  noted  below,  however,  a  ceiling  which  included  commer- 
cial sales  may  tend  to  increase  the  proportion  of  licenses  that  result 
}^  therefore,  be  desirable  to  consider  a  ceiling  only  on 
FMS  orders,  i.e.,  the  larger  and  more  important  component  of  arms 
transfers. 

The  most  severe  ceiling  would  be  a  moratorium,  (i.e.,  a  ceiling  set 
at  zero  for  some  period  of  time)  on  new  orders.  The  President  has 
explicitly  rejected  this  concept  and  recently  authorized  selected  arms 
sales. 

A  ceilings  approach  would  tend  to  have  several  advantages  and  dis- 
advantages, whatever  the  particular  dollar  level  at  which  the  ceiling 
WHS  set.  The  advantages  of  a  ceilings  approach  are: 

Dollar  ceilings  are  among  the  surest  means  to  limit  TT.S.  arms 
f  ransfen*; 

Hollar  ceilings,  nuhlicly  announced,  would  send  an  unmistak- 
able signal  of  this  Administration's  policv  to  domestic  and  foreign 
audiences: 

Dollar  ceilings,  if  applied  in  lieu  of  a  combination  of  more 
seiertive  controls,  ronld  provide  a  simplified  decisionmaking 


proceas  and,  in  some  cases,  allow  greater  Executi  e  discretion; 

Dollar  ceilings  would  encourage  more  explicit  consideration  of 
trade-offs  and  priorities  among  recipient's  requests  for  arms. 
The  disadvantages  of  a  ceilings  approach  include  the  following: 

(>jlings  can  be  administered  either  on  a  first-come-first-served 
basis,  or  by  explicitly  as.-^igninf:  a  sfuiro  of  the  ciMlinor  to  each  pm- 
spective  recipient.  Kithcr  approacfi  presents  ^  Tious  inanageuirnt 
problems ; 

If  ceilings  were  administered  on  a  first-come-Hrst-served  basis, 
recipients  would  tend  to  place  orders  very  earlv  in  the  year  while 
there  remained  '*room''  within  the  ceiling.  The  USG,  however, 
would  have  strong  incentives  to  defer  decisions  until  late  in  the 
year  when  competing  demands  (among  which  trade-offs  would  l)e 
necessary)  were  bettor  known  ; 

If  ceilings  were  administered  on  a  quota  basis,  the  (JSG  would 
have  to  make  explicit,  and  eventuallv  public,  distinctions  among 
categories  of  recipients.  For  example,  we  might  find  ourselves 
forced  to  deny  a  sale  to  Korea  in  order  to  supply  Jordan's  needs; 

If  ceilings  were  administered  on  a  quota  basis,  recipients  would 
tend  to  utilize  their  full  share  of  the  ceiling  each  year  to  avoid 
risk  of  unmet  demands  in  subsequent  years,  i.e.,  the  arms  transfer 
ceiling  could  become  a  floor ; 

Regardless  of  the  basis  on  which  the  ceiling  was  administered, 
decisions  cm  individual  cases  would  tend  to  be  made  with  respect 
to  their  impact  on  the  reiling  in  addition  to  (or  it  worst,  rather 
than)  on  the  merits  of  the  case.  The  following  consequences  would 
ensue : 

Recipients  could  become  uncertain  abcut  the  reliability 
of  the  r.S.  as  a  supplier  aUv-^  resentful  if  their  reqiiosts  were 
rejected  for  reasons  unrelated  to  Tut?  i.-.c.its  ur  the  particular 
case ; 

r>»ss  expensive  systems  would  become  more  attractive,  even 
when  they  were  less  suitable: 

Competition  among  IT.S.  firms  and,  perhaps,  their  respec- 
tive promotional  activities  could  become  more  intense  as  they 
worked  to  ensure  that  their  interests  were  accommodated 
within  the  ceiling. 
( )tht'r  >u|)p!iri>i  i\tv  unlikriy  to  join  thv  \  \S.  in  imposing  a 
ing,  at  least  in  the  short  run.  To  the  extent  that  they  increased 
their  sales  to  fill  the  buyers'  residual  demands  that  resulted  from 
a  V.S,  ceiling,  the  etfects  of  a  U.S.  ceiling  on  worldwide  arms 
transfers  would  be  attenuated; 

Annount  oinent  of  a  (MMling.  in  combination  with  apprehensions 
that  the  ceiling  could  lx>  lowered  in  subsequent  years,  might  en- 
tourage buyers  to  plac<»  orders  that  otherwise  would  have  been  de- 
ferred. In  brief,  a  (filing  could  have  the  perverse  effect  of  revers- 
ing the  present  forecast  of  declining  arms  sales  over  time: 

\  ceiling  (^ould  increase  the  proportion  of  commercial  licenses 
that  resulted  in  exports,  i.e..  tuider  some  circumstances,  a  ceiling 
c«)uld  increase  the  volume  of  arms  tninsfei's.  especially  conmiercial 
sales. 
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Bl.  CONTROL  OF  V»*  FINANCRD  FR0ORAM8 :  MAP* 

Issue 

Our  ijrant  Military  Assistance  Programs  (MAP)  are  now  used  pri- 
marily to  support  certain  negotiations  for  base  rights.  The  issue  is 
whether  there  should  he  alternatives  to  MAP  which  would  restrain 
arms  transfers  and  yet  be  responsive  to  our  political/military  require- 
ments and  the  needs  of  recipients. 

Afi9e8fifnenr 

Owing  in  large  part  to  Congressional  criticism,  MAP  appropria- 
tions have  l)een  progressively  reduced.  Current  MAP-funded  arms 
transfers  amount  to  less  tlian  three  percent  of  all  FMS  transfers.  Be- 
ginning in  H8<  ;il  vear  1978  all  such  programs  are  to  end  unless  specifi- 
cally authorized  by  Congress.  We  have  proposed  to  reduce  the  number 
of  grant  material  recipients  next  year  to  eight  countries  (Greece,  Por- 
tugal, Spain,  Turkey,  Jordan,  Iniloncsia,  Philippines,  and  Thailand), 
witli  programs  totahng  $:i8r>  million. 

Clearly,  a  reduction  in  MAP  levels  will  have  little  impact  on  the 
total  volume  of  our  arms  transfei-s.  The  key  question  is  whether  we 
should  take  the  U.S.  out  of  the  business  of  giving  arms  away  and  shift 
from  MAP  to  some  other  forms  of  quid  for  base  rights.  Paying  rent 
for  the  use  of  facilities  is  the  principal  proposal  for  an  alternative  to 
MAP.  It  can  be  argued  that  to  do  so  would  be  consonant  with  the  over- 
all purpose  of  reducing  our  role  in  the  growth  of  arms  transfers,  and 
that  it  would  be  consistent  with  that  purpose  to  put  U.S.  base  rights 
in  sp^vific  countries  on  the  basis  of  a  purelv  commercial  arrangement, 
or  other  non-military  forms  of  assistance.  Shifting  to  the  latter,  how- 
ever, would  not  assure  that  the  recipients  would  diminish  their  acqui- 
sition of  military  equipment. 

In  opposition  to  the  concept  of  substituting  base  rights  rent  for 
MAP  it  4S  argued  that  the  rent  will  still  l)e  iised  bv  the  recipient  io 
buy  arms,  presumably  from  us.  Further,  approval  of  rent  for  one 
coimtry  may  generate  political  demands  for  rent  in  other  countries 
where  no  conipensntmn  is  presently  required.  Currently,  base  rights 
are  intended  to  provide  s^n  urity  which  is  in  the  common  interest  of 
both  the  U.S.  and  liost  goviTuments.  Military  aid  provided  in  connec- 
tion witli  such  nrrang<»ments,  it  is  argued,  underscores  this  point. 

U2.  <  l»NTH()|.  OK  r.S.  t^INAVCKF)  PROORAM8 

P\\fS  Fin/iyiring 

Inme 

rhorr  IS  concern  tluit  tlir  levels  of  FMS  financing  programs  are 
sonu'times  the  lesnlt  of  political  f)rcssiiros  stimulate  tmnecessary 

annsa('(|uisitious.  The  issue  is  wliether  and  how  to  establish  constraints 
on  FMS  tinan.  ing  to  avoid  such  potential  negative  effects. 

As  MAP  has  been  phased  down,  the  FMS  financing  program  of 
credits  and  loan  guarantees  has  grown  to  $2.2  billion  in  fiscal  year 

»Tr«lnlnir.  Tn  fltrni  jr^ir  I07fi  truJnlnjf  will  nmoiint  to  |36  mUUon  and  In  oropofWH!  for 
4«i  rountrJfu. 
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1976,  with  almost  half  ffoin^?  to  Israel.  Ix^vels  of  FMS  financing  to  be 
offered  to  recipient  countries  now  an»  frequently  determined  on  the 
basis  of  political  consequences  (i.e.,  what  si/B^nal  would  be  perceived  by 
an  increase  or  decrease  from  the  previous?).  Sometimes  the  financinjf 
is  offerwl  without  due  regard  to  specific  military  re<iuirenients  or  pre- 
cise knowledjsfe  of  how  it  will  be  us4»d.  The  terms  provide  that  if  the 
loan  proceeds  are  not  utilized  within  a  specified  time  (e.p.,  two  years), 
the  funds  are  no  lonj^er  available.  Interest  raters,  basexl  on  the  cost  of 
money  ti)  the  USG,  an»*  lower  than  available  commercial  rates,  cspe- 
ciallv  for  most  developing  countries.  It  is  possible  that  offers  of  loans 
on  these  attractive  terms  and  with  expiration  dates  on  their  avail- 
ability arv  an  inducement  for  some  LDC's  to  order  military  ecpiipment 
thev  might  otherwise  do  without. 

Eliminating  FMS  financing  totally  would  deprive  us  of  an  instru- 
ment of  foreicrii  policy  which  there  is  no  ready  substitute.  Tightening 
controls  on  FMS  financing  would  be  consistent  with  the  overall  ob- 
jective of  restraining  arms  transfers.  However,  FMS  financing  en- 
ables many  recipients  to  respond  to  legitimate  defense  requirements 
which  would  otherwise  not  Ik»  met.  It  does,  therefore,  have  utility  in 
stre^ngthening  the  defens<\s  of  countries  politically  important  to^  the 
TT.S.  without  n\sorting  to  MAP-tyi>e  transfers, 

Skt  II.  Rkstraixts  on  T^'PK 


v.   SKVSmyK  WEAPONS 

Issue 

Certain  weapons  are  considered  sc>nsitive  from  a  ix)litical  or  a  se- 
curity point  of  view,  bocaus<»  they  are  the  subiect  of  international 
negotiations  regarding  their  use  in* combat,  or  of  potentially  great  in- 
terest to  terrorists,  criminals  or  insurgents.  This  category---though 
impoasible  to  define  by  any  common  set  of  parameters— is  a'particular 
focal  point  of  the  anus  transfer  problem.  Should  there  be  a  public 
lasting  of  sensitive  weaF)ons  whirh  the  U.S.  will  not  transfer  to  foreign 
countnes  unless  a  specific  exception  is  approved  by  the  President? 
Assessmrnf 

The  United  States  p^^s4Mltly  follows  a  set  of  informal  guidelines 
whereby  proposed  transfer's  of  certain  t\  i)es  of  weapons  are  subiected 
to  special  examination.  Tlieso  are  : 

Weapons  that  might  fall  into  the  hands  of.  and  I  o  of  particular 
value  to,  terrorists,  or  insurgents  (l^g.,  man  portable  air  defense 
systems    Manpads  -Hcainst  civilian  aircraft) : 
Weapons  with  a  primary  nuclear  weapons  delivery  role; 
Weapons,  the  misuse  of  which  are  T)articularlv  sensitive' fr 
a  political,  humanitarian,  or  diplomatic  iK>int  of  view  (e.g..  hn 
palm,  flamethrower's  and  c  ertain  inciMidiaries,  fuel  air  explosives 
cluster  rK)iubs)  ; 

Weapoiis  that  miirht  associate  the  Ignited  States  undesirably 
with  the  internal  affairs  of  a  for-ei/rn  coiintr-y  (e.g.,  riot  control 
weapons,  ecpiipment,  and  atrents).  None  are  sold  through  FMS 
prfxedurcs.  but  commercial  licenses  may  l)e  authorized. 
rJi^  currer)r  infoniuil  *niidclirw\s  serve  to  refold  tlie  exix)!*!  of  these 
sinisitive  Item.,  ^^hi^.  aMowIn^  for  Hexihility  in  sinvitic  cases  where 


'om 
na- 


then*,  is  a  hi^h  dej^rof*  of  cfynfidpiue  that  risks  of  diversion  or  misuse 
are  outwoi^hod  l)y  other  coiisiderationh  (e.^.,  the  need  for  Manpads 
ajs  a  part  of  an  eflfective  NATO  air  defense).  However,  the  absence  of 
formality  or  |)iil>lirity  and  the  attendant  flexibility  of  the  present 
guidelines  also  cause  them  to  l)e  suseeptible  to  political  pn»S8ures  in 
some  oases.  For  example,  the  Redeye  Manpad,  initially  prohibited 
for  export  because  of  its  potential  for  use  by  terrorists  apiinst  civilian 
aircraft,  was  subse<|uently  approvcMl  for  release*  to  NATO,  and  certain 
other  countries.  Kach  exce{)tion  tended  to  make  fnrther  exceptions 
more  difficult  to  avoid,  tliou^h  no  Kedeyes  have  l>een  used  by  terrorists. 

HI.  l.lMrr  SIOMFM  ANT  NKW  SVSrtlMS 

Tlie  transfer  of  advanced  m stems  raises  concerns  al)out  the  com- 
promise of  new  technolo^^y.  dcstHl)ilizin;i:^*tf<*<'ts  in  (he  re^non  involved, 
and  the  financial  burdens  invoKiMl  for  recipients.  The  issue  is  the  ex- 
tent we  should  restrain  the  transfer  or  pnHluction  al)road  of  signifi- 
cant, newly -developed  defense  systems. 

The  transfer  of  advanced  systems  laises  serious  (^oncTnus  regarding  the 
following  four  possible  implications: 

The  couipromi.se  of  advanced  U.S.  technology  or  classified  data 
if  tlie  ecuiipnicnt  falls  into  luxstile  hands,  e.g..  cryf)to  equijimcnt; 

The  development  of  countenneasures  which  might  nullify  the 
effectiveness  of  the  e(piipineut ; 

A   destabilizing   augnu»ntation   in   the   requestor's  military 
capability : 

The  heavy  fimin(Mal  burden  on  the  recipient  in  meeting  imfore- 
seen  accpiisition  or  sup|)ort  costs. 
As  a  general  rule,  we  do  not  release  systems  still  in  K&I)  and  we 
review  carefully  all  reipiests  foi  new  systems.  Neverth<»h»ss,  in  response 
to  political  and  economic  pressures  or  military  re<nnrements  we  have 
relea.s<Ml  important  systems  at  an  early  stage,  |)articularly  to  NATO, 
Israel,  and  Iran. 

In  tlu»  abseiuv  of  precise  and  clearly  nnderst<H)d  gui<Ielines  as  to 
what  advanced  systems  \v(»  will  niid  will  not  n  lease,  decisions  are  more 
susceptible  to  purchasing  country  or  donn\stic  manufactnrei*  pressures. 

\V2,  riMriN  n\  NKW  TKciiNoroiJv  Kxn.u  rri.v  nKVKi.opKi)  von  kxport 

Should  t\u\  1 '.S.  t>ernut  tin-  sale  nhrond  of  systems  which  repn\sent 
the  njost  adviinccd  I  '.S.  nvc;i|>o?is  t(»clniolo;ry.  but  which  are  (h^veloped 
ov  mo(liH(Nl  e-^|)cc!jilly  f(»r'  tlic  foiiMgn  ninrket  ( 

Th(»  r.S.  has  in  tlu*  past  d(Mel(»p(M|  systiwns  (vvclusivcly  to  meet  for- 
(Mgn  ihmmIs  (e.g..  the  F  .^A).  which  have  U^cii  \'cry  successful.  Tlie 
availability  of  the  F  '»A  enabled  fotc^ign  stiitcs  to  pni'chase  a  cheapen 
l(vss  sophistic}it(»d  aircraft  than  those  in  F.S.  inventories.  We  would 
conceivably  uirain  wish  to  (»ncouragc  tin*  d(»v(»lo|)m(Mit  of  technology 
systems  U^ttt  r  adapted  to  foreign  defense  capabilit  irs.  bul  no  such  pro- 


posal  is  now  under  consideration.  We  are  not  here  concerned  with  such 
relatively  less  sophisticated  technology  systems  or  modifications,  but 
rather  with  modifications  to,  or  development  of,  advanced  systems  sole- 
ly for  export. 

Reauests  for  the  release  of  systenis  which  have  been  developed  or 
modified  primarily  for  sale  to  friendly  governments  are  handled  in 
^^[8«»niiiar  to  systems  destined  for  U.S.  inventoricvS. 

Projframs  to  develop  new  systems  or  make  nmjor  modifications  to 
U.S.  svstems  for  FMS  customers  carry-  jfrcater  financial  risks  for  the 
U.S.  than  FMS  transfer  programs  involving  the  sale  of  unmodified  or 
only  Slightly  modified  systems.  Tlie  FMS  contractual  arrangements 
for  export-only  programs  require  rhe  same  type  of  guarantees  concern- 
mg  validations  of  performance,  (establishment  of  development  and  pro- 
curement priorities,  and  quality  control  as  do  other  FMS  programs, 
despite  the  fact  that  these  export  systems  are  not  in  U.S.  invontones 
and  their  development  has  not  been  nmnitored  by  the  USG.  Further- 
more, the  FMS  contracts  generally  require  us  to  facilitate  logistics 
support,  which  is  more  difficult  and  costly  when  the  svstem  or  some 
of  Its  components  are  non-standard  tothet^SG  inventory. 

r,  RK8TRAINTS  OS  DKFKNSK.  KMI'I.OYMKNT  OK  l  .S.  CITlZENl^ 

Should  we  limit  arms  sales  which  require  the  eniplovinent  of  large 
numt>ers  of  U.S.  citizens  on  defense  projects  abroad  ? 

Arms  tninsfor  recipients  ran  prrsentlv  expect  tlwit  tbc^r  absorption 
of  I \S.  equipment  will  be  faeilitatetl  with  the  help  of  T\S.  tcM'hnirinns 
for  an  mifefinite  \Wuh\  of  tune.  This  diminishes  the  etTert  that  the  in- 
ability of  some  reripieiits  to  absorb  new  equipment  might  have  as  a 
natural  brake  on  arms  ar(piisitit)ii.  Some  roimnentatoiN  warn  that  the 
presenre  of  numbers  of  U.S.  ritizens  in  close  conmntioii  with  forvign 
military  establishments  could  involve  the  U.S.  in  hostilities  in  whieli 
those  countries  lH»cume  engaged.  Whatever  the  merits  of  that  assertion^ 
It  IS  clear  that  the  U.S.  would  be  forced  in  the  event  of  n^gional  hos- 
tilities to  (le(  idt^  whether  to  evacuate  Americans  and  tlicivby  weaken  a 
friends  defences  or  leave  tliem  in  i)lace  and  endanger  their  safetv. 
There  is  also  the  pos-sibility  that  mm  iai,  economic,  and  [lolitical  fric- 
tions may  in  the  futun*  result  from  tiie  preseru^e  of  large  mimU^rs  o^ 
U.S.  citizens  ID  Third  World  Mi.Meties.  Other  ob.sM'vers  In^lieve  that 
I       citizens  (  o.ihl  thtM)n*tieally  Ih*  held  -hosta^^^o"  if  the  iiolicie^  of  the 
host  country  suddenly  diverged  from  those  of  the  U.S.  {TUo^o  latter 
two  points  would  also  be  true  of  Americans  eriun;rni  in  mm-defen^c 
projects.) 

We  do  not  know  to  what  t^xteut  other  countries  conM  pro\  ide  tech 
nical  adviMU  s  uho  wiuihl  l)erompetent  to  >upport  cc|uipiiicnt  |)Mrclia<cd 
from  Mie  (  >.  It  H  unlikely,  however,  that  the  WeM  Kuropi^an  sup 
pliers  and  other  labor  expurtin^r  <n,Mitrics  could  provide  the  number 
of  trained  technician^  needed  tosupport  T.S.  origin  equipunnt.  In  anv 
eveut,  u.e  of  third  cnmit  ry  technicians  would  po.e  the  risk  of  ctunpni 
mise  of  \  .N.  tecbriotoiry.  Thn^.  the  likelv  reripiont  rcacticu  to  a  re 
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stniint  on  T.S.  technirul  support  would  bi»  to  switch  to  other  suppliers 
for  their  <lofenso  equipment  re<iuin»fnents.  r    i t  tt 

Ue<  eiit  chanp^s  in  t'.S.  tax  law  have  made  it  less  at  tractive  for  u.h. 
ritizeris  to  sell  their  teehniral  skills  abroad,  and  this  development  has 
already  Wuun  to  restrain  the  numlnM-s  of  U,S,  citizens  willing  to  work 
overseas.  T.S.  companies  exporting  military  e<iuipineut  and  services 
in  many  cases  will  seek  to  compensate  their  employees  for  additional 
tax  i  hai-^es  and  then  pass  the  <  ost  alon^  to  the  recipient  countries.  The 
increaseti  co«ts  of  F.S.  manpower  will  itself  tend  to  restrain 
efuployrrient. 

r).  r.iMrTH  o\  rornooi  ^TioN  ^ 

The  devc!!)pnient  of  indigenous  military  industries  is  a  priority  ob- 
jective of  an  increasing  numU^r  of  countries,  particularly  developing 
countries.  Hespondin^r  to  requests  for  assistance  in  establishing  pro- 
duction capabilities — often  as  a  condition  of  a  sale— is  a  growine 
poli<\V  issue  for  the  V.S.  There  are  two  interrelated  issues:  Should 
thi'  r.S.  limit  the  number  of  significant  copro<luction  agreements,  and, 
iif  so,  lu)w  might  w(»  restrict  the  proliferation  of  copriKiuced  arms? 

Kxisting  guidelines  gt)vern  r.S.-tinanced  c<)pr()du<  tion  agreements 
to  all  countries.  More  rvstrictive  guidelines  have  been  prepared,  but 
not  approved,  for  world-wide  application.  These  guidelines  incoriH)- 
rate  the  following  considerations : 

The  mutual  defense  relationship  between  the  recipient  and  the 
r.S.; 

The  success  of  present  past  copnwiuction  agreemenirt  with  the 
recipients: 

The  military,  techiiologicah  niid  economic  significance  of  the 
ventnn»,  the  need  to  export  to  sustain  production,  and  the  risk  of 
com[)romis<»  of  design  manufacturing  process. 

The  arms  control  implications,  particularly  from  sales  to  third 
countries. 

Kxisting  and  proposed  guidelines,  however,  are  highly  subjective, 
for  tliey  depend  on  judgments  of  wluit  constitutes  ^Significant"  impact 
w  Wu  U  nmy  be  influenced  by  the  short-term  bilateral  political  l)enefits 
to  begairuMi  l)y  agreeing  to  a  particular  plan. 

In  the  periiul  UK")?  U)7<),  approximately  Of)  major  coproduction 
projects  were  appro\ed.  ui>out  oue-iialf  of  them  in  N"AT()  countries. 
Significant  projects  have  also  been  approved  for  Japan  (Hawk,  Nike, 
K  4.  heliropters),  Inin  (TOW,  Maverick,  helicopters),  South  Korea 
(M  Hk  ammnnitiou) .  and  Taiwan  (K-5K,  helicopters),  among  others. 

It  >44dom  makes  economic  sense  to  coproduce  a  major  weapon  sys- 
tein  beyond  the  stage  of  assembly — solely  for  the  local  market. 
Nevertheless,  reci[)ient  countries  |)erceive  various  benefits — gain  in 
technological  skills  and  jobs,  decrease  in  balance  of  payments  prob- 
lems, greater  political  and  military  self-sufficiency.  These  increase  as 

*  < 'oitrotiiirthkn  In  (mimI  hfTp  to  co^tr  H  range  of  tmnflfem  of  d^nlffo,  deT^lopm^ot  and 
proilurtinn  t»'ohiil»ju»»j<  h<»th  through  Kov«>mm«»nt  and  Cf>inm^rrhU  rhano^ln  and  lorlu<nii|r 
vfirlouN  «'onthtnHt(4)n<4  of  the  HN^emhiy  and  mnnufarture  of  rnmfiooentfl  and  enttre  weaponfl 
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the  proportion  of  the  weapon  actually  manufactured  in  the  recipient 
country  increaaee.  Some  major  coproduction  agreements  are  at  least 
tacitly  based  on  the  recipient's  desire  to  export  for  economic  reasons. 

The  general  U.S.  approach  has  been  to  prefer  domestic  production 
but  to  approve  coproduction  arrangements  where  U.S.  interests  are 
served,  Fnor  U.S.  approval  is  required  before  items  can  be  transferred 
by  recipients  to  third  oountriea  This  system  has  worked  well  with 
certain  countries  but  we  have  differont  considerations  with  econom- 
ically weak  and  developing  countrie  :h  view  exports  as  an  impera- 
tive. They  press  for  imtial  approva  >road  sales  territories— which 
are  normalhr  resisted — and  object  vigr  ously  to  requirements  for  prior 
written  U.S.  approval  on  a  transaction  basis.  The  effect  of  some  co- 
production  arrangements,  therefore,  is  to  complicate  the  arms  pro- 
liferation problem,  to  set  the  stage  for  increased  bilateral  friction  and 
to  reduce  the  overall  ability  of  the  U.S.  to  use  arms  transfers  as  an  in- 
strument of  U.S.  foreimi  policy.  Nevertheless,  it  is  in  our  interest  to 
promote  foreign  seli-aumciency  in  production  even  for  major  systems — 
in  certain  situations. 

Sbt  III.  Restraints  on  Destination 
A.  third  pajrt  transfers 

Third  party  transfers  of  defense  articles  and  services  in  violation  of 
ajpieements  with  the  U.S.  can  result  in  the  transfer  of  articles  to  coun- 
tries which  would  not  otherwise  be  provided  U.S.  equipment.  The  basic 
iflsue  is  whether  U.S.  control  of  third  party  transfers  of  defense  articles 
and  services  needs  to  be  improved. 

Ai$e$9merU 

Existing  law  requires  us  to  obtain  from  each  MAP,  FMS,  or  U.S. 
military  training  recipient  an  agreement  not  to  transfer  U.S.-fumished 
defense  articles  or  services  to  any  third  party  without  prior  USG 
consent.  The  law  requires  that  a  controlling  factor  in  evaluating  re- 
quests for  transfer  be  whether  the  USG  itself  would  be  able  as  a  matter 
of  law,  and  willing  as  a  matter  of  policy,  to  transfer  the  articles  in 
question  to  the  proposed  recipient.  We  are  required  to  report  to  Con- 
gress in  cases  where  there  is  a  substantial  violation  of  the  agreement 
There  is  a  presumption  but  not  a  requirement  that  all  security  assist- 
ance for  serious  violators  will  be  terminated  or  suspended.  Although 
not  reauired  by  law,  as  a  matter  of  policy  identical  requirements  are 
applied  to  significant  commercial  sales.  Other  major  suppliers  also 
reouire  pnor  approval  for  transfers  of  equipment  they  have  provided. 

In  the  past,  the  third  partv  transfer  mechanism  has  worked  rela- 
tively smoothly,  with  nly  a  few  incidents  of  unauthorized  transfers; 

Libyan  F-5's  to  Purkey,  Israeli  Mysteree  with  U.S.  engines  to 
Honduras,  and  aged  1  ranian  patrol  boats  to  Sudan.  With  the  quantity 
of  U.S.-ongin  arms  increasing  around  the  world  and  old  inventories 
bemg  replaced  (e,g.,  F~16's  replacing  F^.^'s  or  F-104*s),  however,  it 
beciHnes  harder  to  monitor  foreign  compliance  either  through  military 
ocmtracts  or  intelligence  sources  and  tho  risk  of  unauthorized  transfers 
increaaeB  substantially. 


The  effectiveness  of  any  system  of  third  party  transfer  controls  is 
dependent  upon  the  continued  cooperation  and  good  will  of  the  re- 
cipient and  its  desire  to  maintain  good  relations  with  the  United  States 
and,  more  to  the  point,  to  retain  the  United  States  as  a  source  of 
military  supply. 

Increased  control  over  third  party  transfers  and  consistent  appli- 
cation of  termination  or  suspension  may  well  be  regarded  as  punitive 
and  an  infringement  of  sovereignty  by  receiving  parties  wno  have 
paid  for  the  equipment  or  service.  Our  NATO  allies  have  complained 
that  U.S.  riMiuiremeuts  in  this  ivpird  luv  so  strict  as  to  affect  acfverselj' 
NATO  standardization.  Further,  in  jx^riods  of  tension  or  conflict,  a 
recipient  with  a  large  volume  of  equipment  might  perceive  its  own 
political  interests  as  more  important  than  any  undertaking  with  the 
lTS(r  repirding  arms  transfers,  and  pnnwd  to  supply  U.S.-origin 
eiiuipnieut  to  a  neighbor  in  need-contrary  to  U.S.  wishes. 

B.  ARMS  TRANSFERS  TO  liOW  INCOME  LDCS 

Weapons  sales  low  inrome  LI)(^  s  have  been  criticized  on  the 
grounds  that  they  add  unduly  to  a  heavy  debt  burden,  overtax  logis- 
tical and  training  systems,  draw  down  skilled  manpower  reserves  and 
rontribute  to  ii»stability.  Should  the  U.S.  place  special  restraints  on 
anus  transfers  to  LDC's  to  mitigate*  tliose  effects  i 

Many  developing  nations  feel  a  pressing  need  for  arms  purchases 
to  deal  with  perceived  security  threats  or  enhance  prestige,  and  there 
is  a  jreijeral  tnMid  among  LDC  s  toward  the  allocation  of  a  greater 
proportion  of  GNP  for  defense.  Requests  by  the  poorer  developing 
nations  for  jui  increased  volume  of  more  sophisticated  arms  nave 
grown  significantly  in  recent  years,  diverting  resources  needed  for 
economir  aiul  Inmianitarian  purposes.  Given  the  stnngth  of  these 
duel  iuiperutiyes,  any  sipiificant  induction  in  U.S.  military  sales  or 
assistan(e  is  likely  to  generate  denuinds  for  greater  access  to  inter- 
national loans  tluit  could  l)e  used  (directly  or  indirectly)  to  finance 
arms  purchases  from  other  sources. 

The  growth  of  LDC  arms  purchases  has  been  coincidental  with  the 
shocks  to  the  world's  economic  system  from  successive  OPEC  oil  price 
hikes  and  the  recent  world  recession.  Development  plans  of  many 
UK's  have  Ummi  luird  hit  and  some  LDC  s  face  serious  debt  problems 
as  tliey  attempt  to  close  financ  ial  ^aps  by  resorting  to  higher  cost 
romiuercial  U^rrowings.  Wliile  anus  purchases  often  impact  directly 
on  development  plans,  sales  of  training,  civil  action  programs  and  low 
technology  material  in  nuxlerat*'  anu)unt.s  may  confer  some  positive 
l)em^fits  for  economic  growth  and  |x>litical  stability.  We  are  not  nor- 
mally concerned  with  tninsfers  of  th(>s<^  defense  goods  and  services. 

Althou^di  our  past  nductance  to  sell,  particularly  to  the  LDC's  of 
liatin  Auierica  and  .Vfrica,  may  have  had  some  dampening  effect  on 
the  build  up  of  anus,  the  primary  result  has  probably  been  to  divert 
demand  to  other  suppliers,  i.e./we  are  fourth  among  suppliers  in 
r^tin  America  and  play  a  minor  role  in  Africa.  The  overall  situation 
suggest,s  that :  ( 1 )  we  must  exercine  greater  care  in  assessing  the  type 
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and  volume  of  weaponry,  as  well  an  iLs  total  cost  to  the  oronomy,  when 
we  agree  to  sell  arnis  to  the  developLn/?  countries;  and,  (2)  a  successful 
policy  of  nvstniininir  arms  transfer  to  LIK' s  will  dopond  hoavilv  on 
the  cooperation  of  other  suppliers.  Further  discussion  of  this  subject 
IS  contained  at  Annex  4, 

C.  HtTlfAN  RIGHTS 

isme 

How  can  arms  transfer  programs,  as  an  instnmient  of  foreign 
pohcv,  be  used  to  promote  human  rights?  Sliould  the  United  States 
terminate  arms  transfer  programs  in  order  to  disasso<Mate  itself  from 
regimes  whose  disregard  for  basic  human  values  most  offends  inter- 
national standards  and  American  traditions? 
Assen^ment 

Although  the  weight  given  human  rights  considerations  in  U.S. 
anns  transfer  policy  decisions  has  varied  considerably  and  the  ab- 
sence of  a  systematic  approach  has  led  to  incon?ristent  results,  in  recent 
months  both  the  Congn^s  and  the  Administration  have  placed  in- 
creasing emphasis  on  this  rtsi>ect  of  our  foreign  policy. 

The  President  and  the  Congress  have  reaffirmed  the  U.S.  commit- 
ment to  promotion  of  human  rights  as  a  primar>'  objective  of  IJ.S. 
foreign  policy.  Through  selective  reductions  and  terminations  of  se- 
curity assistance  programs  botli  branches  have  on  occasion  acted  tr 
disassociate  the  United  States  from  n^pressive  governments.  Disassv.-- 
ciation,  however,  does  not  necessarily  promote  human  rights,  and  a 
number  of  countries  with  deplorable  records  of  human  rights  observ- 
ance are  also  cx)untries  where  we  ha  /e  important  security  and  foreign 
policy  interests. 

Congressional  interest  has  focused  on  the  issue  of  security  assistance 
(including  cash  sales)  to  offending  countries,  le^ji.slating  a  policy  that 
.sales,  grants  and  loans  be  eliminated  for  countries  engaged  in  a  "con- 
sistent pattern  of  gross  violations  -^f  internationally  recognized  hu- 
man rights.''  Tlie  liard  fact  is  that  most  nations  of'the  world  today 
enageg  to  some  degree  in  repressive  practices.  Moreover,  the  condi- 
tions that  tend  to  fo.ster  arul  perpetuate  authoritarian  rule  may  prove 
to  J)e  particularly  intractable  in  countries  which  are  subjected  to  eco- 
nomic stress.  Hence,  it  is  important  to  link  arms  transfer  curtailments 
for  human  rights  reasons  to  broadly  gauged  effort  of  diplomacy,  edu- 
<'ation,  and  publicity. 

In  the  fornnilntion  of  anus  transfer  policy  we  can  do  much  to 
change  program  content  in  li^ht  of  hnuuin  riirhts  considerations.  For 
example,  T^.S.  arms  tfiat  seem  esinvially  likely  to  In-  use<l  for  repre.s- 
sion  can  Us  systematically  denied  and  greater  emphasis  on  human 
rights  promotion  can  l>e  included  in  orientation  visits  for  foreign 
uiihtarv  ()f!icers.  There  are  detrrees  of  deprivation  of  security  assist- 
ance which  should  be  considennl  in  iin[>osing  sanctions  or  disassociat- 
ing the  r.S.  from  n»prvs.sive  regimes. 

There  may  Im>  instances  in  whicli  conchide  that  the  lienefits 
of  a  defense  cooperation  relationship  are  out  weighed  by  the  disadvant- 
ages  of  r.S.  identification  with  a  particular  rt^pressive  regime.  In  those 
cases,  policy  may  dictate  the  sc^venMice  of  that  relationship.  However, 
widespread  use  of  the  blunt  instrunuMits  of  |)ro^M'am  termination  and 
arms  embargo4\s  is  likely  to  res\dt  in  arms  transfer  cutoffs  in  geo- 
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graphic  patterns  involving  small  (Countries  whose  individual  impor- 
tance for  our  security  intereetA  may  not  be  great,  but  whose  collective 
importance  may  be. 

There  is  risk  of  offending  such  countries,  thereby  incurring  damage 
to  our  regional  and  global  interests,  particularly  in  the  context  of  the 
North-South  dialogue.  Moreover,  these  countries  might  turn  to  other 
suppliers  and  their  ne^tive  reactions  could  diminish  what  influence 
the  U.S»  might  otherwise  have  been  able  to  bring  to  bear  to  encourage 
improvements  in  their  attitudes  toward  human  rights.  All  these  con- 
siderations suggest  that  complete  termination  of  programs  and  arms 
embargoes  might  be  best  reserved  for  the  worst  offenders — in  cases 
where  we  have  concluded  that  effort>s  to  improve  the  situation  are 
unlikely  to  yield  positive  results  and  where  continuation  of  programs 
unavoidably  identifies  the  United  States  with  governments  with  which 
we  do  not  have  common  values. 

In  situations  where  continuation  of  arms  transfers  programs  are 
most  important  to  our  national  interest,  we  should  make  special 
efforts  to  encourage  progress  in  human  rights  observance.  Patterns 
of  repression  can  erode  the  domestic  support  necessary  to  the  stability 
of  the  governments  we  assist. 

Sk\'  IV.  Ki-iHiKAi NTS  ON  Stkuctur*: 

A.  (  IIANNKL  AM.  AUMS  TRANSFKR  A(niVIT>-  TllROVOH  TIIK  U.S. 

IM)VKRNMKNT 

Is  it  feiisible  and  desirable  to  restrict  all  U.S.  arms  transfers  to 
govertUMent'to-govenunent  transiirtions,  in  order  to  obtain  compre- 
hensive control  ? 

Assessment 

The  dollar  volume  of  coiiunenMnl  exports  now  amounts  to  10  per- 
cent of  FMS  transUA'tion,  although  the  State  Department  approves 
alK)Ut  23,(HH)  licenst^s  per  year  compared  to  8,(X)0  FMS  cases  annually. 
Hii^h  dollar  value  items  among  commercial  exi)orts  include  spare 
parus  for  aircraft  and  military  vehicle^s,  electronic  end  items,  ground 
support  ecpiipment  for  aircraft  and  missiles,  small  orders  of  trans- 
port aircraft,  e(piipuu»nt  in  support  of  copitxluction  agreements,  and 
avionics  with  lH)th  military  and  civilian  application.  States  also  pro- 
cess4\s  thousands  of  ap{)lications  for  exports  of  sporting  and  hunting 

...  ,  i^ 

Many  of  the  licens*^  applications  are  routine  m  nature  ana  can  t>e 

handled  on  the  basis  of  established  policies.  All  non-routine  cases  arc 
reviewed  in  State,  I)()I),  and  ACI).\  in  the  same  way  as  comparable 
KMS  cas4\s.  Third  party  transfer  requirements  in  commercial  cases  are 
analogous  to  thos<»  imposed  by  law  in  KMS  cases,  although  the  value 
of  exports  up<»n  which  thev  are  impos^Ml  is  less  than  under  FMS. 

Thus,  to  shift  all  commercial  exports  to  FMS  channels  would  not 
create  signirtcantlv  tighter  contnils  over  the  existing  review  process 
nor  chiuige  its  character.  The  exclusive  use  of  KMS  would,  at  the  sanrie 
time,  create  a  numU^r  of  serious  administrative  and  substantive  prob- 
lems. A  shift  to  KMS  for  all  (»as<\s  wouhl  require  DOI>  to  establish 
ndditicmal  accounting  and  proiMii-eiiuMit  systems,  particularly  for  the 
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procurement  and  sale  of  .terns  that  were  never  in  the  U.S.  inventory 
or  are  no  longer  in  our  inventories.  The  FMS  system  is  deseed 
interKoyernmental  transactions,  and  it  is  quesUoTable  wKer  i[ 

the  Ade*rfn'«^Po?U  '^v''^^'  ^"^^'^^  *he  business  of  Sng 
tionl  fil;™*^-  Munitions  List  items  with  non-military  applica- 
o^r  rn^v  K^  l"  entities  private  as  well  as  governmental.  More- 
over^ mu\y  foreign  governments,  especial  y  NATO  nations  have  our- 
chasmg  missions  in  the  U.S.  which  den/nd  compel  v^  bidrbe^^^^^^^ 
concluding  a  sales  contract.  DOD  would  not  be  in  a  position  t^irvke 

S?J!?r^^  «  ^fP'^'^ding  it8  staff  significantly. 
niS^a -  ^  '^'"^''"J'  problems  would  be  created  in  the  context  of  tech- 
^  2  ^  ^""^  manufacturing  license  agreements  involving  for- 
«iJLE""'"'  overhaul  or  maintenance  of  defense  articles.  These 
.^^^^rr*"?  "«P«t'ated  directly  by  U.S.  firms  and  must  be 
rlS^^u  '".S^**"  approved  before  they  can  ent«r  into  force. 
un«n,  there  is  a  goyernment-to-govermnent  agreement  coverinir  the 
commercial  transaction.  While  a  variety  of  options  exists  as  to  the 
extent  we  wish  to  approve  foreign  coproduction,  shifting  to  FMS  is 
likely  to  result  in  an  unwieldy  bureaucratic  burden  rather  than  greater 
governmental  control.  Also,  VMS  transactions  are  a  two-party  agree- 
ment which  certain  non  aligned  nations  would  prefer  to  avoid  be- 
cause they  see  such  agreements  as  connoting  a  political  relationship. 

B.  DISINCRNXrVKS 

*u'^wtLV™  ^^^^^  opinions  as  to  the  effect  which  actions  taken  by 
the  USG  and  by  private  firms  might  have  in  stimulating  foreign 
requests  to  purchase  U.S.  defense  items  not  justified  by  legitimate  secu- 
rity needs.  The  issue  is  whether  we  can  identify  and  eliminate  incen- 
tives to  amis  transfers  which  are  inconsistent  with  policy, 
Astetgm&nt 

In  the  mid-1960's  it  was  the  policy  of  the  USG,  within  approved 
guidelines,  to  take  certain  FMS  initiatives  which  were  designed  to 
support,  specified  U.S.  interests,  e.g.,  to  assist  countries  in  making  the 
transition  from  MAP  to  a  position  of  self-sufficiency  in  their  defense 
budgeting,  or  to  support  major  NATO  members  in  meeting  their 
agreed  NATO  force  goals.  Beginning  in  1969,  policy  was  introduce^ 
that  no  I)()I)  sales  promotion  activities  could  be  undertaken  withou> 
the  prior  approval  of  the  ASI)  (ISA).  More  stringent  controls  on 
private  industry  and  some  revisions  in  internal  USG  procedures,  could 
result  in  further  reduction  or  elimination  of  those  factors  which  some 
view  as  providing  the  incentive  to  stimulate  foreign  government  in- 
terest in  purchasing  U.S.  defensti  articles  and  services. 
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Commercial  firms  are  mo6t  successful  in  pnmioting  sales  where 
USG  fi^idanci^  is  permissive  or  susceptible  to  foreign  or  domestic 
political  pressures.  Private  sales  promoters  also  have  a  greater  oppor- 
tunity for  sales  stimulation  when  we  delay  making  a  decision  on  a 
prospective  arms  sale.  Although  there  is  no  reasonable  expectation 
that  the  activities  of  defense  manufacturers  will  everywhere  be  con- 
gruent with  U.S.  policy,  the  opportunity  for  serious  divergence  can 
be  minimized  through  tl.S.  arms  policy  c^idelines  that  are  clear, 
timely  in  application,  Hnn,  and  are  enforced  by  suitable  regulation  of 
promotional  activities. 
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ANNEX  2.  STUDY  OF  THE  ECONOMIC  EFFECTS  OF 
RESTRAINT  IN  ARMS  TRANSFERS ' 

Part  I — Executivb  Sumhahy 

This  study  was  undertaJcen  in  response  t»  the  Congressional  require- 
ment for  an  appraisal  of  the  effects  of  arms  export  control  provisions 
of  Public  Law  94-329  on  the  U.S.  economy.  The  legislation  specifically 
8tref«8ed  the  interest  of  the  Congress  in  the  effects  of  those  measures  on 
(2)  the  balance  of  payments  of  the  United  States,  (3)  the  trade  with 
Foreign  countries,  (4)  unemployment  in  the  United  States,  and  (6) 
weapons  procurement  by  the  Department  of  Defense." 


OONDmONS 

Precise  information  is  not  available  on  the  magnitude  and  composi- 
tion of  arms  transfer  restraint  that  has  resulted  and  mil  result  from 
enactment  of  the  International  Security  Assistance  and  Arms  Export 
Control  Act  of  1976.  Deliveries  from  outstanding  orders  are  likely  to 
remain  substantially  unaltered  irrespective  of  any  change  in  policy 
while  the  value  (in  constant  prices)  of  new  commitments  in  fiscal 
year  1978  is  hkely  to  be  below  the  level  attained  in  fiscal  year  1977. 
The  trend  in  future  deliveries,  and  the  impact  of  these  transfers  on 
the  U.i5.  economy,  are  contingent  on  additional  policy  decisions  and 
(Mctemal  conditions  that  cannot  be  known  in  advance. 


AHStTMFTIONS 


In  the  absence  of  precise  information  on  the  magnitude,  composition 
and  trends  of  actual  future  arms  deliveries,  it  was  decided  to  use  three 
hypothetical  levels  of  arms  transfer  orders  and  deliveries  as  a  basis  for 
evaluating  some  of  the  possible  consequences  of  arms  transfer  re- 
straint on  the  U.S.  economy.  In  our  attempt  to  evaluate  those  conse- 
quences we  postulated  three  alternative  policies  entailing: 

"v""""'         ■'^"''''^  •'qua!  to  $8..5  billion  (in  Hscal  vear 
197.5  dollars)  ; 

Immediate  cut  of  40  percent  in  the  volume  of  new  orders: 
An  annual  reduction  of  10  percent  in  the  volume  of  new  orders 
from  the  previous  year's  level,  spread  over  four  years. 
I  he  results  below  are  based  on  (he  use  of  several  different  tvpes  of 
ec-onomic  models  Assumptions  and  input  data  used  in  various  Simula- 
tions could  not  l)e  made  identical.  The  results  should  be  regarded  as 
rough  orders  of  ma^niifu(|e.  rather  than  precise  estimates  or  projec- 
tions. Other,  equally  plausible  assumptions  identified  in  the  text  would 
have  yielded  somewhat  different  results. 


«  Prepared  by  tb*  T>f partnirnt  of  fh*  TrMnury 
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The  policy  of  constant  sales  was  used  as  a  benchmark  ajs^ainst  which 
the  economic  effects  of  the  remaining  two  oolicies  were  estimated  for 
the  perioil  fis<  al  yt^ar  1977-83.  We  assumed  that  cutbacks  in  military 
sales  are  the  onlv  autonomous  changes  affecting  the  current  account 
of  the  balance  or  payments^  However,  we  assumed  that  30  percent  of 
funds  unspent  on  U.S.-made  arms  by  OAPEC  countries  will  flow  into 
the  U.S.  economy  in  the  form  of  long-term  investment  thus  alleviating 
tiie  deterioration  in  the  balance  on  current  and  long-term  capital  ac- 
count. Being  unable  to  project  the  flows  of  liquid  funds  into  and  out  of 
the  U.S.,  we  made  all  projections  under  two  alternative  assumptions: 

(a)  That  additional  inflows  of  liquid  funds  will  exactly  match 
the  said  deterioration  of  the  balance  on  current  and  long-term 
capital  account,  thus  preventing  the  dollar  from  depreciating; 

(b)  That  no  additional  inflows  of  liquid  funds  will  take  place, 
thus  forcing  the  exchange  rate  of  the  dollar  down  by  the  amount 
necessary  to  equilibrate  the  current  and  lone-term  capital  accoimt. 

Monetary  and  fiscal  policies  were  assumed  to  be  unaltered  as  a  result 
of  the  policy  change,  even  though  such  policies  may  be  used  to  mitigate 
the  output  and  employment  effects  of  reduced  arms  sales. 

MACROECONOMTC  KFTECTS 

Under  assumption  (a),  the  two  more  restrictive  policies  entail  a 
drop  of  iibout  2  billion  (in  fiscal  year  1972  dollars)  in  real  GNP 
in  fiscal  year  19K;i,  a  decline  in  total  employnient  and  the  index  of 
capacity  utilization  of  0.1  percent,  and  an  increase  in  the  rate  of  im- 
employment  by  0.1  percent.  The  current  accoimt  would  deteriorat>e  by 
5  bdlion  dollars  if  a  40  percent  cut  in  military  sales  were  to  be  imple- 
mente<l  immediately,  and  by  2.5  billion  dollars  if  it  were  spread  over 
4  years. 

Under  assumption  (b),  the  joint  effect  of  that  reduction  and  dollar 
depreciation  would  l)e  neutral  or  mildly  expansionary.  The  requisite 
depreciation  of  the  dollar  on  a  trade-weighted  basis  would  be  2.1 
percent  under  a  |>olicy  entailing  a  40  percent  immediate  reduction, 
and  1.0  percent  if  this  reduction  were  to  Ix;  implemented  gradually 
over  four  years. 

FFT-Tirrs  ON   KMMX)VMRNT  IS   SKPARATK  IXDlTHTRlKfl,  0(Xl'PATI0N8  AND 

RROION8 

The  estimates  of  iMoployment  effec^ts  of  changed  policies  affecting 
!T.S.  arms  transfers  abroad  were  made  in  terms  of  initial  displace- 
ment of  workers  in  the  period  fiscal  year  1977-83. 

An  immediate  40  percent  cut  in  the  volnnie  of  orders  for  nnlitary 
exports  would  result  in  132  thousand  displaced  workers  while  a 
gradual  retln(*tion  in  military  exports  wouhf  displace  al>out  75  thou- 
sand  workers  in  fiscal  year  1PH3,  but  the  aggregate  impact  on  employ- 
ment  woidil  Im»  unevenly  spread  among  industries,  wcupations  and 
regions,  (^rdmuue,  aircraft,  and  comnumi(*ations  equipment  indus- 
tries would  suffer  the  strongest  impact.  Among  occupational  cate- 
gories, tlie  most  s<»verely  atTected  would  l)e  ^'professional  and  tech- 
nical jobs''  ai'connting  for  17.5  jHTcent  of  all  workers  displaced. 


Rep^ional  effects  were  fjenerated  by  assuming  that  orders  and  cut- 
backs would  follow  the  pattern  of  regional  capacity  distribution  of 
each  industry.  The  estimates  of  these  effects  must  therefor©  be  con- 
sidered relatively  unreliable  both  because  of  the  limitations  of  the 
model  and  the  lack  of  knowledge  as  to  the  precise  location  of  actual 
orders  and  postulated  cutbacks.  A  substantial  research  effort  would  be 
required  to  develop  an  appropriate  regional  model. 

Bl^DOETARY  KK^TCTS 

Hudgetnry  savings  to  IM)I)  generated  by  military  exports  arise 
mainly  fn  m  partial  m»oupment  of  R.  &  1).  expenditures  and  lower 
()r(K-urenMMit  costs,  rudrr  a  constant  sales  policv  those  savings  amount 
to  alnnit  HOO  iiiillion  fiscal  year  1975  dollars,  tn  fisc^il  year  1983,  the 
total  loss  in  savings  to  DOI)  would  reach  $»*n()  million  if  the  40 per- 
cent cut  \i\  military  ordrrs  won*  impleuiented.  It  would  exceed  $180 
million  if  tho  policy  of  gradual  10  [)ercent  a  year  reduction  in  sales 
were  pursued. 
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ANNEX  3.  IMPACT  OF  ARMS  TRANSFER  RESTRAINT  ON 
OUR  MILITARY  POSTURE ' 

U.S.  arma  tranafen  are  intended  to  serye  UJS.  national  security  ob- 
jectiyes  which,  since  the  Ute  19608,  haye  been  directed  toward  proyid- 
ing  friends  and  allies  with  the  means  for  aelf-defcaiee,  in  part,  to  re- 
duce the  need  for  direct  U.S.  deployments.  The  same  objectivM,  whm 
correlated  with  miliUry  threats,  also  dictate  U.S.  force  structure  and 
deployment  within  existing  budgetary  constraints.  Hence^  current 
force  structure,  deployment  and  the  allocation  of  production  assets 
are  influenced  by  and  linked  to  previous  transfer  agreements  and  fol* 
low-on  support  commitments.  Given  that  relationship,  it  must  be  clear* 
ly  recognized  that  foreign  policy  decisions  intended  to  restrain  arms 
transfers  can,  depending  upon  their  focus,  alter  general  readiness  and 
procurement/production  capabilities  ip  several  important  remects: 
If  transfers  which  meet  valid  military  requirements  are  limited, 
some  degree  of  compensating  U.S.  force  augmentation  may  be 
requirea  unless  national  security  objectives  are  also  modified. 

If  transfers  which  do  not  directly  support  military  policy  are 
limited,  impacts  will  be  less  severe,  ^n  such  cases,  the  impact  will 
depend  upon  whether  those  transfers  enhance  industrial  prepared- 
ness or  merely  effect  production  economies  unrelated  to  mooilisa- 
tion  capability. 

In  either  case,  however,  it  should  be  recognized  that  the  potential  bene* 
fits  of  arms  transfer  restrictions,  particularly  if  invoked  unilaterally, 
cannot  be  obtained  without  some  cost. 

Restraints  on  arms  transfers  would  affect  U.S.  military  capabilities 
in  three  primary  areas:  (1)  readiness,  broadly  defined;  (2)  produc- 
tion capabilities ;  and  (3)  weapons  acquisition  costs. 

rORCE  RRAOINSBS 

The  potential  readiness  benefits  of  individual  arms  transfer  agree- 
ments mclude : 

Enhamonient  of  allied  and  friendly  force  capabilities  which 
support  total  force  objectives  and  regional  stabilization; 

Standai-dization/inteioperability  of  allied  equipment  (i.e., 
NATO); 

Ach  levenient  of  U.S.  base  rights  and  authorizations; 
Enhanconiont  of  common  doctrine  and  combined  operations 
among  allies. 

The  potential  costs  of  arms  transfers  to  defense  readiness  include: 

Destabilization  if  transfei-s  an*  ix^rceived  as  upsetting  a  regional 
balance  of  forces; 


Increased  risk  of  compromise  of  advanced  technoloiry  or  classi- 
fied material ;  ^ 

Deferral  of  U,S,  inventory  objectives  for  recently  developed 
ayatems; 

Seduction  in  current  and  future  U.S.  capabilities  throui^h 
transfers  from  inventory. 

PBODUCTION  R£AOINE88  AND  COST  ECONOMIES 

Currently,  readiness  in  terms  of  industrial  preparedness  is  enhanced 
by  nuiintaining  an  activ*^  production  base,  through  foreign  military 
sales,  for  defense  materiel  where  domestic  orders  are  insufficient  to 
support  continued  production.  As  a  result,  the  emergency  surge  capa- 
bility of  Americaii  industry  is  improved.  The  degree  to  which  produc- 
tion readineas  is  enhanced  and  the  magnitude  of  production  economies 
achieved  deoenda,  however,  on  the  timing  and  composition  of  the  sales. 
There  is  only  a  loose  relationship  between  production  readiness  and 
cost  economies  on  the  one  hand,  and  the  total  dollar  volume  of  tninsfers 
on  the  other.  Maximum  weapons  acquisition  cost  savings  occur  when 
foreign  orders  complement  the  production  sequencing  and  materiel 
requirements  of  U.fe.  forces.  Whether  such  transfers  also  support  pri- 
raanr  nnuhtair  readiness  goals  depends  upon  the  recipient's  relationship 
with  the  U.S.  as  well  as  regional  political  factors.  Further,  some 
weapon  systems  currently  are  being  produced  almost  exclusively  to 
supply  the  international  market.  Other  systems  (e.g.,  F-5,  the  pro- 
posal f-18L)  were  designed  soecificallv  for  sales  overseas.  Approxi- 
mately 1(K15  percent  of  the  dollar  volume  of  recent  arms  transfers 
represented  we^na  systems  for  which  no  additional  U.S.  procure- 
ment is  planned.  However,  such  capabilities  enable  unprogrammed 
U.S.  re<^uirements  to  be  included  within  existing  production  runs  at 
substantial  savings  to  the  U.S.G.  in  terms  of  start-up  costs  and 
leadtime. 

Transfers  to  I nduBtralized  Recipients 

Arms  transfers  to  industralized  recipients  in  NATO,  Japan,  Aus- 
tralia, and  New  Zealand  normally  enhance  both  force  and  production 
readiness  and  seldom  arouse  controversy.  Such  tninsfers  account  for 
approximately  10  to  20  percent  of  the  total  dollar  volume  of  sales,  for 
the  most  part  composed  of  case  sales  of  materiel  that  simultaneously 
is  being  produced  to  meet  U.S.  requirements.  A  reduction  in  U.S.  arnis 
transfers  to  the  industrialized  West  would  have  significant  disadvan- 
tages in  terms  of  alliance  readiness.  Consenuently,  transfers  to  those 
nations  should  be  sulistantiallv  insulated  from  policies  <lesigned  to 
restrain  U.S.  arms  exports. 

Transfers  to  LDC's 

The  military  importance  to  the  U.S.  of  LI)(' s  varies  widely.  Within 
this  category  fall  nvipientsof  appropriated  funds  (MAP)  which  are 
of  niaior  importance  to  primary  military  objectives.  Also  included  are 
OPKC  states  such  as  Iran  and  Saud*  Arabia  which,  while  serving  re- 

eional  security  objectives,  also  provides  the  bulk  of  .secondary  cost 
Rnefita  Further,  such  states  provide  access  to  raw  materiel  which, 
over  the  lon^  term,  are  of  great  ininortance  to  the  West.  However, 
reduction  in  arms  transfers  to  LDc's  is  possible  in  some  instances 
with  little  impact  on  U.S.  readiness  and  limited  negative  effects  on 
procurement 
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ANNEX  4.  IMPACT  OF        ARMS  SALES  ON  ECONOMIC 
AND  SOCIAL  DEVELOPMENT  OF  RECIPIENTS^ 

Any  evaluation  of  the  impact  of  U.S.  arms  transfers  on  a  develop- 
in^  economy  must  begin  with  a  study  of  the  effect  on  that  economy 
of  it^  total  expenditures  for  defense.  The  acquisition  of  weapons  is 
onlv  a  first  step.  That  weapon — simple  or  complex — must  be  supplied 
with  ancillary  products  it  needs  to  function  (POL,  ammunition,  sp9M 
parts,  etc.) ;  must  be  operated  by  trained  personnel ;  must  be  supported 
by  related  ccjuipment  and  by  other  systems  involved  in  the  utrat^3gy« 
The  more  complicated  weapons  systems  draw  considerably  upon 
resources  of  the  nation  for  infrastructure  (communications,  roads, 
etc.) ;  for  management  and  technical  skills;  for  the  time  and  attention 
of  leaders;  and  for  the  procurement  locally  of  components  produced 
internally  (e.g.,  batteries,  tools,  transmitters,  wiring,  etc.). 

Measurement  of  the  impact  on  a  society  and  on  an  economy  of  a 
country^s  defense  effort  is  difficult.  A  valid  and  dependable  formula 
for  evaluating  that  impact,  one  that  is  equallv  applicable  to  all  coun- 
tries, has  eluded  the  experts,  both  scholarly  observers,  as  well  as  prac- 
titioners, within  the  United  States  Government  and  internationally. 
This  is  in  part  due  to  the  fact  that  accurate  data  on  foreign  defense 
expi^nditures  and  military  imports,  their  degree  of  sophistication  and 
ternis  of  trade  are  difficult  to  obtain,  and  U^cause  of  understandable 
national  sensitivities  which  impede  detailed  research.  In  addition, 
national  income  accounting  and  the  elements  of  the  defense  component 
differ  significantly  between  countries,  as  do  tax  policies  which  apply 
to  defense  expenditures  and  the  per  capita  costs  of  maintaining  a 
soldier. 

Each  country  is  unique.  The  circumstances  that  govern  decisions  on 
how  the  nation  will  divide  its  resources  and  establish  its  priorities  are 
difTerent.  Each  nation  will  determine  what  level  of  securitjj  is  required 
as  it  is  pen  eived.  Short  of  complete  dominance,  no  foreign  govern- 
ment can  persuade  a  sovereign  nation  to  a  course  other  than  what  it 
considers  is  in  its  interest — military  and  economic  aid  levels  are  of 
only  marginal  sigriifieanee  in  the  exertion  of  influence.  Arms  policy — 
either  the  encouragement  of  sales  or  their  limitation  by  statute,  prob- 
ably has  a  gn^ater  nrartical  effert  but  only  to  the  extent  there  are  not 
alternate  sourres  or  supply.  Price  differentials  are  not,  up  to  a  point, 
usually  an  inhibiting  factor  in  defense  decisions. 

The  question  of  the  impa<*t  on  ecronomic  and  social  development  of 
nulitarj-  cost — whether  it  is  positive  or  negative  in  the  absolute  sense — 
has  not  l)oen  resolved.  In  one  of  the  most  thorough  studies  of  the  sub- 
ject, Kmile  Henoit  stresses  the  complexities  of  trying  to  establish  a 
causal  relationship  lK>tween  defensi^  ex|>enditurt*s  and  growth  rates. 


•rri»p«rHl  by  thf  Agency  for  TnternaUooftl  I>eTflopmf?Dt 


FAVOKABLB  CFnCTB  OF  DERN8E  SPBKOINO  ON  OROWTH 

^y^£f^J^^^7^f^  ^  developed  countries,  Denoit  found  that  ac- 
oelent^  defense  efforts  may  stimulate  growth.* 

By  the  import  of  skills  that  also  benefit  civilian  production  and 
management ; 

By  the  provision  of  roads,  airfields,  communications  networks 
built  for  military  reasons  but  shared  with  civilians; 

By  production  withm  the  military  sector  of  close  substitutes 
for  civilian  soods  and  services  (food,  shelter,  medical  care)  which 
reduce  the  burden  on  the  civilian  economy,  permitting  more 
utyosviXMiit  I 

By  the  modernization  of  attitudes,  the  opening  up  of  minds 
to  new  management  and  technical  ideas  and  the  promotion  of 
r«Ier  use  of  resources. 

♦kI?  •?^IJii^'"u'*'  miliUry  establishment,  by  virtue  of  the  fact 
tnat  It  possesses  the  necessary  capital  and  manpower  resources,  per- 
form, on  a  continuing  basis,  services  for  the  community  which  in  other 
countries  would  be  supplied  by  the  civilian  sector. 

TT«S!^™c^?"' 0^'''*?"^  Education  and  Training  (IMET)  under  the 
united  SUtes  Security  Assistance  program  trains  military  officers 
from  less  developed  countries  in  the  United  SUtes  not  only  in  the  arts 
1  ''•^/'"^ modeni  management  practices,  the  preparation  and  im- 
plementation of  budgets,  proper  financial  procedures,  improved  per- 
sonnel methods  and  concern  for  troops  under  command.  TTiese  officers 
return  to  become  leaders  in  civilian  as  well  as  military  life,  inculcated 
with  pnnciples  and  skills  that  can  make  important  contributions  to 
many  facets  of  a  developing  economy. 

NWlATIVB  EFFECTS  OF  DEFENSE  SPENDING  ON  OROWTH 

On  the  other  hand,  there  is  no  doubt  that  if  there  were  smaller 
Jefcnae  programs  and  countries  did  put  more  of  their  resources  into 
nighly  productive  investments  their  growth  rate  would  improve. 
Inoomeihift 

The  problem  is  that  there  is  no  guaranty  that  money  not  spent  for 
defense  will  be  well  and  productively  used  for  the  common  good.  It 
18  unlikely  that  all  of  the  re,source8  previously  earmarked  for  arms 
acquisitions  would  simply  be  channeled  into  productive  civilian  invest- 
ment projects.  More  likely,  these  civilian  investment  projects  would 
have  to  share  some  of  the  released  resources  with  private  and  govern- 
ment consumption  as  well  as  with  types  of  civilian  investment  which 
i^mited  growth  effects,  such  as  consumer  durables. 

The  degree  to  which  cuts  in  arms  imports  would  actually  lead  to 
higher  investment  rates  depends  on  such  factors  a.s  the  priority  given 
by  the  government  to  the  invest-ncnt  program  and  growth,  the  strength 
of  pressures  for  higher  consumption,  the  presence  of  feasible  projects, 
the  availability  of  foreign  exchange,  and  a  consensus  on  how  to  mo- 
bilize resources  for  economic  and  social  progress. 


In  many  cases,  there  is  deterioration  in  productivity  implicit  in 
shifts  from  civilian  to  defense  activity.  There  can  be  a  loss  of  effi- 
ciency and  productivity  in  the  civilian  sector  when  the  centra]  ^vem- 
ment  assigns  hifch  priority  to  military  production.  Deprived  of 
essential  raw  materials  or  processed  ingredients  completely  in  some 
cases,  or  the  assurance  of  a  continued  supply  in  others,  the  inoentive 
to  develop  re^^ar  industrial  or  commercial  items  of  a  nomnilitary 
nature  to  function  at  effective  efficiency  is  substantially  reduced.  In- 
efficiency,  breakdowns,  wasteful  use  of  manpower,  energy,  etc.,  are  a 
result.  This  should  be  measured  as  a  ^^cost''  of  defense. 

The  more  expensive  the  weapons  imports,  the  greater  is  the  diver- 
sion of  the  recipient  country's  resources  from  other  possible  uses. 
For  (*ertain  systems— etspecially  such  weapons  as  jet  combat  aircraft— 
the  large  number  of  technicians  required  ful!  time  to  perform  main- 
tenance and  repair  functions  may  reduce  a  country's  supply  of  skilled 
manpower  for  civilian  purposes.  Moreover,  advanced  svstems  are  mora 
likely  to  require  the  diversion  of  additional  foreign  exchange  or  capital 
resources  in  order  to  establish  the  necessary  infrastructure  support. 
It  should  be  pointed  out  that  for  more  developed  country  recipimte — 
with  existing  transportation,  communications,  and  power  networks 
as  well  as  large  pools  of  skilled  manpower — the  necessity  to  provide 
additional  infrastructure  may  often  be  avoided,  ancLthe  diversion  of 
skilled  manpower  is  less  likely  to  create  shortages  ir^tne  civilian  sector. 
In  the  lei»er  developed  nations,  of  course  the  ODverse  is  true. 

Inmstmmt  efect 

A  rise  in  defense  expenditure  ma^  divert  to  other  uses  resources  that 
would  otherwise  have  gone  into  investment.  The  resources  may  be 
preempted  either  din^ctly  by  purchasing  domestic  construction  or 
domestically  produced  equipment  or  stocks,  or  indirectly  by  usinff 
foreign  exchange  that  would  otherwise  have  been  used  to  import  such 
equipment  or  stocks,  or  to  pay  for  imported  construction  and  technical 
services,  or  for  dividends,  interest  payments,  or  other  remuneratim 
required  to  motivate  or  finance  an  inflow  of  foreign  investment.  More* 
over,  since  investment  is  the  primary  engine  of  growth,  it  is  further 
assumed  that  this  decline  in  investment  will  result  in  a  lower  growth 
rate  in  future,  less  houses,  less  food  production,  less  educational  and 
health  benefits.  Thsv  lower  growth  rate  also  carries  with  it  the  obverse 
of  the  secondary  and  tertiary  benefits  cited  as  an  adjunct  of  military 
expenditure.  Investment  foregone  means  fewer  jobs,  less  technical  and 
managv^rial  skills  acquired,  le^  incentive  for  institutional  development. 

Tfis  net  effect 

In  the  rase  of  individual  arms  recipients,  a  mix  of  theee  positive 
and  negative  factors  may  bo  found.  Whether  the  net  effects  of  arms 
imports  on  a  recipient  country's  economic  development  are  positive  or 
negative  depends  on  the  nature  of  that  mix  and  the  relative  weights 
of  the  various  factors.  Although  some  of  these  factors  can  be  measured 
with  reasonable  accuracy,  others  are  less  subjb.^.  to  reliable  quantifica* 
tion«  particularly  th^ise  requiring  that  assumptions  be  made  about  the 
recipient's  most  likely  behavior  in  the  absence  of  existing  acquisition 
programs.  Hence,  further  systematic  study  of  individual  cases  is  nec- 


easary— particularly  of  the  more  subjective  variables^-before  conclu- 
sions can  be  drawn  with  regard  to  the  net  effects  of  arms  imports  on 
recipient  economies. 

The  dissatisfied  less  or  least  developed  countries,  through  coalition, 
are  exerting  increased  influence  on  the  international  poRtical  scene, 
affecting  security  balances  now  and  with  a  greater  ^potential  for  doing 
80  in  the  future.  They  question  economic  aid  unless  it  is  to  be  ac- 
companied by  innovations  in  international  trade  policies  and  com- 
modity pricing  arrangements,  and  attention  to  their  debt  burdens. 
However,  most  are  eager  for  military  aid  or  sales  for  cash,  willing  to 
go  further  into  debt  and  to  face  the  rising  costs  of  maintaining  their 
weapons  systems  as  POL  prices  soar.  In  the  last  ten  years  developing 
countries  increased  iheir  military  expenditures  by  90  percent  while  the 
developed  countries  are  spending  about  28  percent  more.  Most  coun- 
tries, esoecially  those  in  the  Middle  East,  feel  that  a  strong,  well- 
equipped  defense  establishment  gives  them  the  confidence  to  make  con- 
cessions in  regional  search  for  peace.  This  theory,  which  is  also  held 
by  the  U.S.,  is  that  the  greatest  contribution  to  peace  is  an  invincible 
defense. 

Abram  Chayes  of  Harvard  *  sees  the  principal  threats  to  world  peace 
coming  from  the  LDC's  where  volatile  situations  prevail  and  attitudes 
are  hardening.  "Millions  of  people  are  moving  from  peasant  and  tribal 
villages,  where  some  kind  of  subsistence  ancTthe  supports  of  a  tradi- 
tional society  were  available,  to  cities  both  economically  and  socially 
unprepared  to  receive  them.  Without  jobs,  homes  or  food,  in  city  after 
city  the  newcomers  become  a  turbulent,  uprooted  and  increasingly 
desperate  mass."  Rising  terrorism;  Middle  East  tensions;  internal 
struggles  and  border  disputes  in  Africa ;  the  Southern  Africa  political 
dilemma;  these  situations  are  creating  the  instability  that  leads  to 
escalating  arms  sales. 

Countries  will  secure  the  defense  they  think  necessary  no  matter 
from  where  it  comes  or  how  much  it  costs.  The  problem  the  world 
faces  IS  of  far  greater  magnitude  than  U.S.  arms  policies.  Military 
efforts  are  not  an  unalloved  curse  or  blessing;  LDC  resources  should 
go  for  optimum  social  advantage;  and  defense  budgets  should  receive 
the  minimum  amounts  needed  for  realistic  defense  requirements.  But 
achievement  of  such  balances  can  only  come  when  each  country  de- 
velops its  own  rationale  that  money  spent  for  economic  and  social 
growth  contributes  as  much  to  its  security  as  does  money  invested  in 
arms. 

The  steps  that  the  United  States  might  take  in  the  area  of  Arms 
Sales  Policies  to  ease  world  tension  are  presented  elsewhere.  Steps 
that  miffht  be  taken  in  other  but  related  fields  might  include: 

increased  knowledge  of  the  true  costs  of  defense.  Through  re- 
search, develop  a  more  sophisticated  and  accurate  means  of  meas- 
uring how  much  a  society  actually  pays  for  its  defense  establish- 
ment, both  direct  and  indirect  in  real  terms,  including  foregone 
opportunities,  less  efficient  civilian  productivity,  etc. 

There  should  be  a  more  knowlegdeable  look  at  the  knds  of 
defense  programs  the  United  States  is  supporting  in  recipient 
countries.  It  may  be  possible  to  advocate  defense  priorities  which 
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would  reduce  foreifi^  exchange  costs  and  the  burden  placed  on 
domestic  manpower  and  industrial  resources  and  at  the  same  time 
increase  civic  action  infrastructure  and  other  benefits. 

The  interrelationship  between  all  forms  of  resource  trans* 
fers  is  direct  The  extent  of  the  defense  cost  deriving  from  a  U.S. 
arms  transfer,  through  aid  or  sale,  affects  the  country's  perform- 
ance in  economic  and  social  growth.  Development  or  other  forms 
of  economic  aid— even  through  international  channels— can  sel* 
dom  help  achieve  the  ultimate  goal  of  selfsustaining  growth  with* 
out  complementary  international  trade  and  monetary  policies. 
The  United  States  should  program  all  of  its  resources  transferred 
to  one  country  in  a  unified  manner,  ensuring  that  each  compcment 
is  compatible  with  the  other. 


WorM  MMItery  ExptmitturM  and  Arms  Trantftra  1979*  (txcar^) 
TABLE  III.  Arms  Transfers  and  Total  Imports  and  Exports  by  Group  and  Rogion  by  Ytar 


ARMS 

IMPORTS 

ARMS  EXPORTS 

TOTAL 

IMPORTS 

TOTAL  EXPORTS 

ARMS 

ARMS 

IMPORTS 

EXPORTS 

TOTAL 

TOTAL 

Million  dollar* 

Million  dollars 

Billion  dollar* 

Billion  dollars 

IMPORTS 

EXPORTS 

YCAR 

Currant  | 

Constant" 

Current 

j  Constant** 

Currant 

1  Constant** 

Currant 

CnnstAnt** 

/c 

/p 

«<ORLO  TOTALS 

1968 

5310 

8570 

5310 

8570 

247 

399 

239 

386 

2.2 

2.2 

1969 

5850 

9000 

5850 

8990 

281 

431 

272 

419 

2.1 

2.2 

1970 

5850 

8550 

5860 

8560 

321 

469 

312 

456 

1.8 

1.9 

1971 

6350 

8820 

6350 

8830 

359 

499 

346 

484 

1.8 

1.8 

1972 

9880 

13200 

9870 

13200 

423 

565 

412 

551 

2.3 

2.4 

1973 

13400 

16900 

13500 

17000 

581 

734 

572 

722 

2.3 

2.4 

1974 

12200 

14100 

12200 

14100 

871 

1010 

862 

994 

1  .4 

1.4 

1975 

12300 

13000 

12400 

13000 

930 

980 

906 

953 

1.3 

1.4 

1976 

15600 

15600 

15600 

15600 

1040 

1040 

1020 

1020 

1.5 

1.5 

1977 

17500 

16600 

1  7500 

16600 

1  130 

1070 

1110 

1050 

1.6 

1.6 

DEVELOPED 


1968 

1691 

2730 

5117 

8261 

194 

314 

191 

308 

0.9 

2.7 

1969 

1973 

3033 

5680 

8730 

222 

341 

218 

336 

0.9 

2.6 

1970 

1717 

2510 

5626 

8223 

254 

371 

2bl 

367 

0.7 

2.2 

1971 

1673 

2327 

6070 

8441 

284 

395 

280 

389 

0.6 

2.2 

1972 

2584 

3451 

9344 

12480 

338 

451 

332 

443 

0.8 

2.8 

t  . — 
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AMffi«v.  The  Tolurae  will  include  %  dlacuMion  of  hlthllchU  d*U  UmlUtioni,  andsutij* 
C     oedum.  and  tddiuorval  ublea  on  miliUry  eipendlturea  and  various  economic 
Cn  ir" W  Indkaion.  Copies  may  be  obtained  from  IJ.8.  ACDA,  Washington.  D  C. 
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TABLE  III.  Arms  Traniftrs  and  Total  Imports  and  Exports  by  Group  and  Raglon  by  Ytar— Continuod 


veAR 

T973 
1974 
1975 
1976 
1977 


ARMS  IMPORTS 


MHhon  doMarS 
Current        \  ConsUnt** 


ARMS  EXPORTS 


MiH'on  dollars 
Currtnt 


Con»Unt«« 


TOTAL  IMPORTS 

Billion  dollars 
Currtnt^  Constant** 


TOTAL  EXPORTS 
Billion  dollars 

ARMS 

iMPOPtrs 

ARMS 

EXPORTS 

TOTAL 
IMPORTS 

TOTAL 
EXPORTS 

% 

Currtnt 

Constant** 

3543 

4476 

13089 

16537 

462 

584 

453 

572 

0*6 

2.9 

3603 

4159 

1 1843 

13671 

673 

776 

626 

722 

0*5 

1  .9 

3539 

372fl 

1 1780 

12410 

704 

741 

679 

716 

0.5 

1.7 

4279 

4279 

14737 

14737 

800 

800 

752 

752 

0*5 

2.0 

391«S 

3712 

16886 

16006 

859 

814 

815 

773 

0*5 

2.1 

DEVELOPING 

1968 

3616 

5838 

193 

1969 

3880 

5964 

171 

1970 

4131 

6038 

230 

1971 

4672 

6497 

280 

1972 

7292 

9739 

521 

1973 

9853 

1244B 

393 

1974 

8626 

9958 

373 

1975 

8805 

927^ 

582 

1976 

11293 

11293 

846 

1977 

13616 

1290ft 

656 

312 

53 

86 

48 

78 

6.8 

0.4 

263 

59 

90 

54 

83 

6.6 

0.3 

336 

67 

98 

61 

89 

6.2 

0.4 

389 

75 

104 

68 

95 

6.2 

0.4 

696 

85 

114 

80 

107 

8.6 

0.6 

497 

119 

150 

119 

151 

8.3 

0.3 

431 

198 

229 

236 

272 

4.4 

0.2 

613 

227 

239 

225 

238 

3.9 

0.3 

846 

236 

236 

268 

268 

4.6 

0.3 

622 

270 

256 

292 

277 

5.0 

0.2 

s 

0 

I 


AFRICA 
1968 
1969 
1970 
1971 
1972 

1973 
1974 
1975 
1976 
1977 


EAST  ASIA 
1968 
1969 
1970 
1971 
1972 


1973 
1974 
1975 
1976 
1977 


123 
144 

231 
277 
453 

493 
634 
1234 
2310 
2901 


2079 
2094 
1911 
2107 
3483 


4209 

2267 
2182 
1271 
1109 


199 

221 
338 
385 
605 

623 
732 
1300 
2310 
2750 


3356 
3219 
2793 
2930 
4652 


5318 
2617 
2299 
1271 
1051 


0 

0 

11 

17 

13 

21 

1.2 

0 

2 

3 

12 

18 

C  C 

A  A 

0 

0 

14 

20 

16 

C  J 

1  •  » 

0 

1 

1 

16 

23 

1  7 

O  1 
c  J 

1  7 

A  A 
0  •  0 

8 

11 

17 

22 

IB 

O  7 
C  •  f 

A  A 

6 

8 

22 

28 

26 

33 

2.3 

0.0 

6 

7 

64 

74 

78 

90 

1.0 

0.0 

7 

7 

83 

87 

79 

83 

1.5 

0.0 

10 

10 

86 

86 

91 

Q  1 

O  7 

A  A 

64 

61 

54 

51 

C  A 

A  1 

148 

239 

24 

39 

mm 

o  •  o 

A  7 

155 

238 

28 

43 

26 

40 

7.5 

0.6 

216 

316 

33 

49 

30 

C  T 

D  •  r 

A  7 

255 

355 

36 

50 

37 

C  1 

A  7 
0  .  f 

463 

618 

ij 

H  D 

oO 

8.2 

1.0 

311 

393 

68 

85 

64 

80 

6.2 

0.5 

234 

270 

108 

125 

96 

111 

2.] 

0.2 

215 

227 

104 

109 

95 

100 

2.1 

0.2 

229 

229 

115 

115 

117 

117 

1.1 

0.2 

249 

236 

121 

115 

132 

126 

0.9 

0.2 

TABLE  III.  Arms  Trantftrt  and  Total  Imports  and  Ex|N>rtt  by  Group  and  Roffion  by  Ytar--€ontlnuod 


YtAR 


EUHOPE 


ARMS  IMPORTS 


Million  dollars 


Current 


Con»t«nt»» 


ARMS  EXPORTS 
Million  dOltar» 

TOTAL  IMPORTS 
Billion  dollars 

TOTAL  EXPORTS 
Billion  dollars 

ARMS 
IMPORTS 

ARMS 
EXPORTS 

TOTAL 
IMPORTS 

■0 

TOTAL 
EXPORTS 

% 



Current          |  Constant** 

Current    |  Constant  •• 

Currant 

Constant** 

1968 

1737 

2804 

2335 

3770 

135 

218 

128 

206 

1.3 

1.8 

1969 

1972 

3031 

1973 

3033 

157 

241 

14b 

227 

1.3 

1.3 

1970 

1795 

2624 

2332 

3409 

181 

264 

170 

248 

1.0 

1.4 

1971 

2014 

2P01 

2515 

3497 

202 

281 

192 

266 

1.0 

1.3 

1972 

2950 

3940 

5037 

6728 

241 

322 

230 

308 

1.2 

2.2 

1973 

3564 

4503 

8105 

10240 

334 

421 

314 

397 

1.1 

2.6 

197* 

3708 

4280 

7136 

8238 

455 

525 

4U6 

468 

0.8 

1.8 

1975 

4040 

4256 

7065 

7443 

487 

513 

446 

469 

0.8 

1  .6 

1976 

4937 

4937 

8857 

8857 

546 

546 

492 

492 

0.9 

1.8 

1977 

4449 

4217 

10051 

9527 

611 

579 

570 

540 

0.7 

l.B 

NATOEURO 

1968  967  1561 

1969  1234  1897 

1970  1016  1485 

1971  1224  170? 
^^1972  1566  2092 

ERIC 


501  809  91 

574  882  106 

509  744  121 

518  720  138 

1806  2412  163 

364 


147 

B6 

140 

1.1 

0.6 

163 

101 

155 

1.2 

0.6 

177 

116 

170 

0.8 

0.4 

192 

133 

185 

0.9 

0.4 

218 

160 

214 

1.0 

1.1 

1973  1036  1309 

1974  1176  1358 

1975  1528  1610 

1976  21*1  2141 

1977  1776  1683 


PACT 

1968  601  970 

1969  fiZl  955 

1970  621  908 

1971  621  864 

1972  1113  1487 

1973  2256  2850 

1974  2233  2578 

1975  2085  2197 

1976  2299  2299 

1977  2089  1980 


OTHEREUR 

1968  169  273 

1969  117  180 

1970  158  231 

1971  169  ?35 

1972  271  362 


ERIC 


1925 

2432 

229 

1780 

2055 

314 

1983 

2089 

322 

2870 

2870 

368 

3414 

4lD 

1803 

2911 

24 

1385 

2129 

26 

COCO 

JO 

1913 

2660 

33 

3113 

4158 

41 

6071 

7670 

54 

5220 

6026 

92 

4681 

4931 

125 

3  J  r  O 

1 J3 

6119 

5800 

103 

31 

50 

20 

14 

22 

24 

25 

37 

29 

84 

117 

32 

118 

158 

37 

365 

289 

220 

278 

0.5 

0 

362 

287 

331 

0.4 

0 

340 

308 

325 

0.5 

0 

368 

340 

340 

0.6 

0.8 

IDA 

393 

373 

0.4 

0.9 

39 

25 

41 

2.5 

7,2 

41 

2b 

43 

2.4 

5.0 

'J  1 

45 

2.  1 

5.8 

46 

34 

47 

1.9 

5.7 

54 

40 

54 

2.7 

7.8 

68 

53 

67 

4.2 

1 1.5 

106 

92 

107 

2.4 

5.7 

132 

112 

116 

1.7 

4.2 

1  33 

1 24 

124 

1.7 

4.5 

97 

102 

97 

2.0 

j.O 

33 

16 

26 

0.6 

0.2 

37 

19 

29 

0.5 

0.1 

43 

22 

33 

0.5 

0.1 

44 

25 

35 

0.5 

0.3 

50 

30 

40 

0.7 

0.4 

TABLE  III.  Arms  Transftrs  and  Total  Imports  and  Exportt  by  Group  and  Region  by  Yoar^-Contlnued 


YEAR 

1973 
1974 
1975 
1976 
1977 


ARMS  IMPORTS 

Million  dolUrs 
Current        f  Constant** 


ARMS  EXPORTS 

Million  dollars 
Current  |  Constant** 


T 


TOTAL  IMPORTS 


Billion  dollars 


Current  Constant** 


TOTAL  EXPORTS 


Billion  dollars 


Current 


Constant** 


ARMS 


IMPORTS  EXPORTS 


TOTAL 


ARMS 


TOTAL 


IMPORTS  EXPORTS 


272 

344 

109 

138 

51 

64 

41 

52 

0.5 

0.3 

299 

345 

136 

157 

74 

85 

54 

63 

0.4 

0.3 

427 

450 

401 

422 

76 

31 

59 

62 

0.6 

0.7 

497 

497 

411 

411 

83 

83 

65 

65 

0.6 

0.6 

5«4 

S54 

498 

472 

93 

88 

74 

71 

0.6 

0.7 

LATIN  AMERICA 


1968 

160 

258 

1969 

199 

306 

1970 

140 

205 

1971 

240 

334 

1972 

396 

529 

1973 

552 

697 

1974 

474 

547 

1975 

565 

595 

1976 

925 

925 

1977 

1029 

975 

ERIC 


0  0  13 

1  2  15 

1  1  17 

2  3  19 
8  11  21 

11  14  27 

1  1  46 

55  58  50 

201  201  45 

37  3b  50 


22 

13 

21 

1.2 

0 

23 

14 

22 

1.4 

0.0 

24 

16 

23 

0.8 

0.0 

26 

16 

22 

1.3 

0.0 

28 

18 

24 

1.9 

0.0 

34 

27 

34 

2.1 

0.0 

53 

43 

49 

1.0 

0.0 

53 

40 

42 

1.1 

0.1 

45 

41 

41 

2.1 

0.5 

47 

48 

45 

2.1 

0.1 

NEAR  EAST 

1968 

624 

1007 

825 

1  268 

1970 

1246 

1821 

1971 

1166 

1621 

1972 

1940 

2591 

1973 

1733 

4716 

1974 

4294 

4957 

1975 

3S65 

3756 

1976 

bd33 

5233 

1977 

6893 

6534 

NORTH  AMERICA 

1968 

235 

379 

237 

364 

1^*70 

238 

348 

1971 

1  77 

246 

1972 

188 

251 

1973 

315 

398 

1974 

2^1 

278 

1975 

300 

316 

1976 

284 

284 

1977 

287 

272 

13 

21 

7 

1? 

1  M 

a 

o 

9 

c 

J 

1  0 

1  -a 
1  o 

1 2 

29 

37 

17 

86 

99 

29 

109 

1  15 

41 

1  77 
Iff 

Iff 

1  P7 
let 

1  c  0 

65 

2811 

^8 

J  O  7  D 

C  ^  7  Q 
^6  f  7 

52 

J  c  ^  ^ 

u  :3  ^ 

b7 

J  ^  O  f 

A  O  A, 

65 

J  V  D 

1 

O  r  D  1 

f  9 

5005 

6323 

99 

4703 

5429 

142 

4766 

5021 

139 

6060 

6060 

170 

6962 

6599 

200 

1  1 

9 

14 

9.3 

0.1 

1  c 

1  0 

15 

10.4 

0.1 

1  J 

1  1 

16 

14.4 

0.1 

1  A 

1  3 

21 

1  1.6 

0.0 

1  ^ 

1  o 

1 6 

24 

16.4 

0.1 

22 

27 

34 

21.6 

0.1 

33 

86 

100 

14.6 

0.1 

82 

87 

8.6 

0.1 

99 

99 

10.6 

0.2 

62 

107 

101 

10.6 

0.1 

77 

48 

77 

0.5 

5.9 

80 

b2 

80 

0.5 

7.1 

83 

60 

8a 

0.4 

5.5 

90 

63 

87 

0.3 

5.7 

106 

7 1 

95 

0.2 

6.1 

124 

98 

123 

0.3 

5.1 

164 

133 

154 

0.2 

3.5 

147 

142 

150 

0.2 

3.4 

170 

156 

156 

0.2 

3.9 

189 

165 

156 

0.1 

4.2 

o 

ERIC 


367 


YEAR 


OCEANIA 


TABLE  III.  Arms  Traniftrt  and  Total  Imports  ami  Exports  by  Qroup  and  Riffion  by  Yoar-Continuod 


ARMS  IMPORTS 

Million  dollars 
Current         I  Constant** 


ARMS  EXPORTS 


MHIion  dollars 
Current         T  Constant" 


TOTAL  IMPORTS 


Billion  dollars 
Current  ^Constant** 


TOTAL  EXPORTS 


Billion  dollars 


Current  Constant** 


ARMS 
IMPORT 


l?TS 


TOTAL 


IMPORTS  EXPORTS 


TOTAL 


1966 

76 

123 

2 

9 

s 

-J 

7 

1.4 

0.0 

w  e  w 

1969 

1?7 

195 

9 

14 

6 

9 

5 

8 

2.3 

0.2 

1970 

1  OP 

1  49 

p 

-a 
-7 

Q 

a 

o 

o 

^  »f% 

i  •  o 

1/  a  1/ 

1971 

60 

7 

10 

7 

9 

7 

9 

0.9 

0.1 

1972 

90 

1  PO 

1  3 

A  ^ 

1  7 

A  f 

7 

u 

U 

o 

1 1 

0  -  P 

1  973 

1  J  c* 

1  P 

1  n 
1  u 

1  -J 

1  p 

1  D 

1-1 
1*1 

0  1 
1/  a  1 

1  974 

etc 

c  T 

1  o 

1  Q 

1  O 

1  .  3 

n  1 

1975 

141 

1  1  6 

A  A  w 

1  ?? 
A  r.  ^ 

1  s 

1  S 

A 

1  CL 
1  D 

0.9 

0-8 

197f» 

93 

93 

33 

33 

16 

16 

16 

16 

0.6 

0.2 

1977 

118 

112 

15 

14 

17 

16 

17 

16 

0.7 

0.1 

SOUTH  ASIA 

1968 

273 

441 

1 

2 

4 

7 

3 

5 

6.7 

0.0 

1969 

255 

392 

4 

6 

4 

6 

3 

5 

6.6 

0.1 

1970 

185 

270 

0 

0 

4 

6 

3 

5 

4.5 

0 

1971 

304 

423 

1 

1 

4 

5 

3 

4 

7.8 

0.0 

1972 

376 

502 

17 

23 

4 

5 

4 

5 

9.3 

0.4 

197*  399  461 

1975  322  339 

1976  519  519 

1977  746  707 


NATO 

1968  120?  1941 

1969  1471  2261 

1970  1254  1B33 

1971  1401  ic>4fl 

1972  1754  2343 

1973  1351  1707 

1974  1417  1636 

1975  1828  1926 

1976  2425  2425 

1977  2063  1955 


PACT 

1968  601  970 

1969  621  955 

1970  621  908 

1971  621  864 

1972  1113  1487 


3  4  '6 

15  17  10 
29  31  12 

16  16  10 
37  35  11 


3312  5347  13a 

4269  6562  159 

3808  5566  178 

4085  5681  203 

6112  8163  242 

6930  8755  327 

6483  7484  456 

6749  7110  462 

8930  .8930  539 

10396  9854  615 


1803  2911  24 

1385  2129  26 

!798  262a  30 

1913  2660  33 

3113  4158  41 


J 

IT 

b 

6 

T.3 

0.  1 

11 

7 

8 

4»1 

0.2 

12 

7 

7 

2.8 

0.4 

10 

8 

8 

5.3 

0.2 

11 

10 

9 

6.7 

0,4 

cc  J 

1  J* 

217 

0.9 

2.5 

153 

235 

0.9 

2.8 

260 

176 

258 

0.7 

2.2 

coc 

1 

272 

0*7 

2. 1 

'i  3  A 

309 

0.7 

2.6 

H  1  H 

'JIT 

401 

0.4 

2.2 

•=127 

420 

485 

0.3 

1.5 

486 

♦  50 

475 

0.4 

1.5 

539 

49S 

496 

0.5 

1.8 

583 

553 

529 

0.3 

1.9 

J  V 

CO 

41 

2.5 

7.2 

^  1 

Oil 
CO 

43 

2.4 

5.0 

31 

45 

2.1 

5.8 

46 

34 

47 

1.9 

5.7 

54 

40 

54 

2.7 

7.8 

TABLE  III.  Armt  Traniftr*  and  Total  Importt  and  Exportt  by  Group  and  Ragion  by  Yaar— Continuad 


ARMS 

IMPORTS 

ARMS  EXPORTS 

TOTAL  IMPORTS 

TOTAL  EXPORTS 

iMPoirrs 

ARMS 
EXPORTS 

YEAR 

Million  dollars 

Million  dollars 

Billion  dollars 

Billion  dollars 

TOTAL 

TOTAL 
tXPORTS 

Currant  j 



ConiUnt"" 



Currant  | 



Constant  •• 

-  -   

Currant  ^Constant** 

Currant 

_: — _ 

1  Constant  •• 

1   

% 

% 

1  Q  T  ^ 

2256 

2850 

6071 

7670 

54 

68 

53 

67 

4*2 

11.5 

1974 

2233 

2578 

5220 

6026 

92 

106 

92 

107 

2.4 

5.7 

1975 

2085 

2197 

4681 

4931 

125 

132 

112 

118 

1.7 

4.2 

1976 

P  POO 

3  3  r  o 

133 

133 

1  P4 
1  CH 

1  PA 

1.7 

4.5 

1977 

. 

2089 

1980 

6119 

5800 

103 

97 

102 

97 

2.0 

6.0 

C 

1968 

392 

633 

4 

6 

6 

13 

14 

22 

5.0 

0.0 

1969 

476 

732 

10 

15 

9 

14 

15 

23 

5.3 

0.1 

1970 

359 

525 

1 

1 

10 

15 

IB 

26 

3.6 

0.0 

1971 

571 

794 

3 

4 

12 

16 

22 

31 

4.9 

0.0 

1972 

1053 

1406 

6 

8 

14 

19 

25 

34 

7.5 

0.0 

1973 

163* 

2064 

6 

B 

20 

26 

40 

50 

8.1 

0.0 

197* 

2426 

2800 

48 

5b 

33 

38 

119 

137 

7.4 

0.0 

197*^ 

2832 

2983 

70 

74 

52 

55 

110 

116 

5.5 

0.1 

1976 

4766 

4766 

27 

27 

64 

64 

134 

134 

7.5 

0.0 

1977 

6358 

6027 

43 

41 

87 

83 

146 

139 

7.3 

0.0 

OECO 


1968 

1393 

t  c  ^  ^ 

1969 

177? 

2724 

4304 

1970 

1619 

2366 

3837 

1971 

1761 

2449 

4178 

1972 

2249 

3004 

W  W  <J  C 

1973 

1879 

2374 

7040 

1974 

2148 

2480 

6670 

1975 

2680 

2R23 

7202 

1976 

3836 

3836 

9267 

1977 

3705 

351? 

10776 

ERIC 


5396 

1  76 

284 

169 

273 

0.8 

2.0 

6615 

201 

310  • 

195 

299 

0.9 

2.2 

5608 

230 

336 

225 

329 

0.7 

1.7 

1  A 
i  U 

258 

359 

252 

350 

0.7 

1.7 

O  J  3U 

'SAD 

41 1 

298 

398 

0.7 

2.1 

u  a  o  A. 

A  O  1 

535 

408 

516 

0.4 

1.7 

7700 

QUO 

O  tO 

630 

0.4 

1.2 

7587 

606 

638 

581 

612 

0.4 

1.2 

9267 

697 

697 

64b 

648 

0.6 

1.4 

10214 

792 

750 

734 

696 

0.5 

1.5 

tl 


TAILE  IV.  Total  Num^Mr  of  Woopont  Cxporttd  by  Major  Suppliors  to  Dovoloi»in«  Rogions  from  1973-1977  by  Major  Equipmont  Typo--Worid  Total 


EQUIPMCNT  TYPi 


LAND  ARMAMENTS 


TOrAL 


UNITED 
STATtS 


SOVIET 
UNION 


KRANCi 


UNiTEO 
KINGDOM 


TANKS  AND  SELr-PROPELLED  GUNS 
AHTILLERr 

ARMORED  PERSONNEL  CARHILRS  ANt.  ARMORED 
CARS 


l6fS^^.OO  "sf^feLOOO  7f^76•000  8^0.000 
7f90V.000   3fV0l.000   3f080.000  129.000 

12*2^1. OU    7,609.000   3f246.0U0       313. OOC 


9/5.000  lf^90.000 

^^.ooo  ^37.000 


60.000 


15^.000 


3«»0.000 
661 .000 


NAVAL  CRAFT 


MAJOR  SURFACE  COMBATANTS 
MINOR  SURFACE  COMBATANTS 
SUBMARINES 

GUIOEO  MISSILE  PATROL  BOATS 


117. 000  102. 000  5.000  -  10.00  0 

445.000  1*^8.000  4  4.000  36.000  136.000 

61.000  39.000  6.000  4.000  7.000 

46.0GQ  -  40.000  6.000 


60.000 
4.000 


31 .000 
1.000 


OC 


AIRCRAFT 


COMrtAT   AIRCRAFT,  SUPE^^SONIC 
:OMBAT   AIRCRAFT,  SUBSONIC 
v>THER  AIRCRAFT 
HELICOP lERS 


3,471.000  1,191.000  l,/&8.000  266.000  b.OOO  196.000  40.000 

1,2H1.000  b/l.OOO  ^B2.0( 1  -  36.000  92.000 

1,594.000  834.000  226. OOU  66.000  260.000  4^000  204.000 

2,855.00  0  1  ,316. 000  474.000  592, 000  103.000  44,000  326. 00  0 


MISSILES 


SURFACE-TO-AIR  MISSIL  S 
AIR-TO-AIR  MISSILES 
AlR-TO-bURFACE  MISSILES 

ERIC 


20,935.00   5,594.000  I4t459.00 
4,182.000  3,806.000 
6t409.000  6t097«000 

3V 


2  i'2.  000 
326.000 
312.000 


610.000 
50.000 


1 


TAKI  ¥.  T«lil  Numbtr  of  WMpem  Cxportad  by  Major  Suppliors  to  Dovoloping  l)o«loft«  from  1973-1977  by  Roflion  by  Major  Dmipmont  Typo 


CQUIPMfNT  TYPL 


LAND  ARMAMENTS 


TOTAl 


UNlTip 
STATES 


!  . 

H—t  U«t  Ivfi 


SOVIET 
UNION 


rRANCt 


UNtTEO 
KINGDOM 


ITALY 


TANKS  AND  SELF-PWO>*tLLED  GuNS 
AKTlLuERr 

ARMORED  PERSONNEL  CARRIERS  AND  ARMORED 
CARS 


Sf667o000  3f34a«0U0  4fllboOOO  3U.CO0  tt9^•000 
^fl6?o000       ?Ba.OUO  l«8?8oOOU  -  6.000 

7fl61o000   5f044o000   ltd39.000        138.000  40.000 


46.000 
100.000 


NAVAL  CRAFT 


MAJOR  SURFACE  COMBATANTS 
MINOR  SURFACE  COMBATANTS 
SUBMARINES 

GUIOEO  MISSILE  PATROL  BOATS 


S^OOO 
llB.OOO 
3.000 
19.000 


3.000 
26.000 


2.000 

la. 000 

16.000 


3.000 


U.OOO 
3.000 


AIRCRAFT 


COMBAT   AIRCRAFT,  SUPERSONIC 
COMBAT   AIRCRAFTf  SUBSONIC 
OTHER  AIRCRAFT 
HELICOPTERS 


1  f 6b3.C00 
43B. 000 
140.000 
97S.000 


609.000 
274.000 
72.000 
268.000 


92S.0U0 
161  .000 
7.000 
200.000 


1  1^.000 

3.000 
202.000 


3.000 

b«:.ooo 

33.000 


6. COO 
252.000 


HISSILES 


SURFACE-TO-AIR  MISSILES 
AIR-TO-AIR  MISSILES 
AIR-TO-SURFACE  MISSILES 


l0fQ72.00   4f267.000  6f3b5.000  -  2S0.000 

2fl94.000    lfB94.000  -       2b0.000         SO. 000 

5»506.000  5f274.000  -  232.000 


TABLE  V.  Total  Numbtr  of  Weapons  Uporttd  by  Major  Suppliori  to  Dtvoloping  Rogions  from  1973*1977  by  Rtgion  by  Major  Cqiiipmont  Typo-ContinuMl 


IQUlf'MlNT  rYf>l 


uNtno 

STATES 


SOVitT 
UNION 


UNITED 
KINGDOM 


LAND  ARHAHCNTS 


TANKS  AND  SeL»''-.'^«OPe' L LfO  GlINS 
AWTlLLEMy 

AWMOWED  PEW50NNEL  CAMPIt.PS  AND  APHOh^FU 
CARS 


1  t'^O?.  OUO 
1  «  3b3.000 

1  « 1  OH. 000 


7  1  .000  Ub^b.OOO 
HI  .000  8f>U.000 


U6.000 


902.000 


4b. 000 
129.010 

b9.000 


Sb.OOO 
16*000 


1 13.000 
1 37.000 


130.000 
61  .000 


NAVAL  CRAFT 


major  surface  combatants 
minoh  surface  comhatants 
submarines 

GUlOeU  MISSILE   PATROL  BOATS 


1  .000 
^H.OOO 

1.000 
1  1.000 


I'i.OOO 
1  .000 
1  1.000 


26.000 


1  .000 
U.OOO 


36.000 


10.000 


AIRCRAFT 


COHdAT    AIRCRAFT,  SUPERSONIC 
COMdAT    AIRCRAFT,  SUBSONIC 
OTHER  AIRCRAFT 
HEL ICOPTERS 


SI  3.000 
HB.OOO 
18  3.000 
248.000 


B.OUO 

9.000 
9.000 


4b7.000 
Hi. 000 
34.000 
66.000 


31.000 

S3. 000 
97.000 


4.000 
67 .000 


17.000 
3.000 

1  0.000 


20.000 
66.000 


MISSILES 


SURFACE-TO-AIR  MisSlLtS 
AIR-TO-AIR  MISSILES 
O    TO-SURFACE  MISSILES 


ERIC 


7«1 34.000 
306.000 


-  6*700.000 
306.000 

3V 


240.000        194  .000 


LAND  ARMAMCNTS 


TANKS  AND  SELF-PPOPELLED  GUNS  1 •005.000 

AmiLLE«Y  <^^^.000 
ARHOREO  PERSONNEL  CAR»IE»S  AND  APHOREO 

742.000 


336«OU0 
2S7.000 

6S0.000 


483.00U 
lO'^.OOO 

1  .000 


187.000 


91  .000 


60..000 


NAVAL  CRAFT 


WAJOR  SURFACE  COMeATANTS 
MINOR  SURFACE  C0M8ATANTS 
SUd^ARlNES 

GUIOEO  MISSILE  PATROL  BOATS 


40.000 
98.000 
21.000 
S.OOO 


33.000 
31 .000 
16.000 


13.000 


5.000 


4.000 


7.000 
29.000 
4.000 


3lf 000 
1.000 


AIRCRAFT 


COMt^AT  AIRCRAFT,  SUPE»SONIC 
COMBAT  AIRCRAFT,  SUBSONIC 
OTHER  AIRCRAFT 
HELICOPTERS 


164.000 

au.ooo 

263.000 
I  79.000 


IH.OOO 
186.000 
105. UOO 

86.000 


79.000 
4.000 
20.000 
44.000 


59.000 

4.000 
47.000 


8.000 
24.000 
26.000 

2.000 


1 08.000 


HISSILES 


SURFACE-TO-MIR  MISSILES 
AIR*TO-AIR  MISSILES 
AlR-TO-SURFACe  MISSILES 


206.000 
222.000 


222.000 


174.000 


32.000 


TABLE  V.  Total  Numter  of  Woapont  Cxportod  by  Maior  Supplltr«  to  Oovoloping  Ragiona  from  1973-1977  by  Ragion  by  Major  Equipmant  Typa-Continuad 


fQLUPMENT  TVPI 


LANO  ARMAMENTS 


UNlTtD 
STATCS 


Europ*  Region  (LOG) 


50V1H 
UNJON 


UNlTtD 
KINGDOM 


TAMKS  AND  SE LF-PROPF L LE D  C.UNS 
AKTILLERY 

ARMOJ^EO  PERSONMEL  CAWHIERS  ANO  ARMO^EO 
CARS 


e>43.000  355.000 


I  t^<^O.U00 


705. UUO 


70.000 
bH.OOO 

105.000 


2^7.000 


9.000 
130.000 


430.000 


NAVAL  CRAFT 


MAJOH  SURFACE  COMBATANTS 
MlNOH  SURFACE  COMRATANTS 
SUBMARINES 

GUIDED  MISSILE  PATROL  BOATS 


39.000 

l^.ooo 

36.000 
3.000 


29.000 
4.000 
?1  .000 


I. 000 


?.000 
4.000 
3.000 


6.000 


-I 


AIRCRAFT 


COMBAr  AIRCRAFT. 
COHHAT  AIf<CRAFT, 
OTHER  AIhCRAFT 
HEL  IC0PTER5 


SUPERSONIC 
SUBSONIC 


363.000 
7K.000 
1  1  UOOO 
334.000 


195.00  0 
78.000 
84.000 

1  U.OOO 


63.^.00 

36.000 
73.000 


57.000 

1.000 
70,000 


H.OOO 


60.000 


40.000 


9.000 


MISSILES 


SURFACE-TO-AIR  MISSILES 
AIR*T0-AIR  MISSILES 

TO-SURFACE  MISSILES 


ERIC 


U1  95.000 
365.000 
100.000 


1 « 135.000 
365.000 
100.000 


60.000 


8  V  ii 


LAND  ARHAHCNTS 


TANKS  AND  SELF-PROPEL LED  GUNS 
AHTILLERV 

ARMORED  PERSONNEL  CARRIERS  AND  ARMORED 
CARS 


2 « 36? .  000  U  136.000  50  0.000 
3«187.QQQ   2f926.000  U7.000 

I f 64  7.  000    It  202.000       20  3.00  0 


NAVAL  CPAFT 


HAJOR  SURFACE  COMBATANTS 
MINOR  SURFACE  COMBATANTS 
SUBMARINES 

GUlOtO  MISSILE  PATROL  BOATS 


36.000 
106. 000 
6.000 


35.000 
77.000 
2.000 


AIKCRAFT 


COMBAT  AIRCRAFT.  SUPERSONIC 
COMtiAT  AIRCRAFT.  SUBSONIC 
OTHER  AIRCPAFT 
HELICOPTERS 


487, 000 
400. 000 
842. 000 
"^34.  000 


361 .000 
O13.000 
56<».000 
8  1  9  .  U  0  0 


2B.000 

12a. 000 
54,000 


•MISSILES 


SUf?FACE-TO-AlR  MISSILES 
AH-rO-AiR  MISSILES 
AN-TO-SURFACE  MlsSRES 


22B.000  192.000 
1  .019.000    1  t0l9.000 
723.000  723.000 


ERIC 


28.000 


718.000 
40.000 


20.000  152.000 


74.000 
70.000 


4.000 


1  .000 
^1  .000 


4.000 
4.000 


00 

•si 

00 


B6.000 


27.000 


98.000 
67.000 

34.000 


70.000 


36.000 


 TABLf^y.  Total  Mumbr  of  WMponi  Cxpofttd     Major  Suppllorsto  Dovoloping  Roglont  from  1973-1977  by  Ragion  by  Major  Cquipmant  Typa^ontinuad 


IQUIPMCNT  TVPl 


LANO  ARMAMENTS 


TOTAL 


UNITtD 
STATtS 


South  Asia  R«ffton 


SOVItT 
UNION 


FRANCE 


UNHtO 
KINGDOM 


CHINA 


TANKS  AND  SELF-PROPELLED  GUNS  l»l6b»000  30.000  ^Hb.OOO 

AKTILLERY  ^t^^.0^)0  -  B2*000 

ARMORED  PERSONNEL  CAR'MtOS   AND  APHQRED 

CARS  3<f3.  000  122.000  I9b.000 


2S.000 


S50.000 
130.000 


30.000 


NAVAL  CRAFT 


MAJOR  SURFACE  COMHATANTS 
MINOR  SURFACE  COmHATANTS 
SUBMARINES 

GUIDED  MISSILE   PATROL  HOaT*; 


6.000 
13.000 
^.000 
H.OOO 


2.000 


3.000 
I  .OOU 
^.  OUO 
6.000 


1  .000 


12.000 


AIRCRAFT 


C0M4AT  AIRCRAFT, 
COMHAT  AIRCRAFT. 
OTHER  AIRCRAFT 
HtLlCOPTERS 


SUPFRSOMC 
SUHSONIC 


291.000 
6  3.000 
SS. 000 

19S.000 


216.000 
36.000 
17.000 
38.000 


S.OOO 
U9.000 


5.000 
29.000 
R.OOO 


7S.000 
22.000 
4.000 


HISSILCS 


SURFACE-TO-AIR  MISSILES 
AIR-TO-AIR  MISSILES 
*^^-TO-SURFACE  MISSILES 


ERIC 


If  300.  000 
76.000 
80. 000 


-  I . 170.000 


378 


76.000 
80.000 


130.000 


375 


Arms  Flows  to  LDCs: 
US-Soviet  Comparisons,  1974-77 

\m>tmhtr  l»7H 


Key  JudgmentM 


This  publication  presents  aiicrnativc  mcihixK 
for  aK»es%ing  the  magnitude  of  Soviet  arms  sales 
and  deliveries  to  less  developed  countries 
(I  IK  »)•  and  for  comparing  these  activities  with 
corresponding  US  programs  No  attempt  is  made 
to  assess  the  relative  pt)litical,  economic,  or  mill 
tary  benefits  either  country  derives  from  arms 
transfers  The  reader  is  cautioned  that  the  csti 
mate*  presented  must  be  viewed  in  terms  of  the 
specific  conceptual  and  data  limitation>  de- 
scribed in  the  body  of  the  paper 

I  he  si/e  of  arms  flows  can  be  measured  by  a 
number  of  different  yardsticks  [:ach  yardstick  is 
intended  to  answer  different  specific  questions, 
and  each  is  "valid  *  i  nly  wuhtn  the  context  for 
which  it  was  designed  None  of  the  >ardstKks 
measure  the  transfer  of  miliiary  capability, 
which  depends  ni»t  only  on  the  quantities  and 
characteristics  of  the  arms  but  also  on  the  ability 
of  ihe  recipient  to  use  ihcm 

A  common  method  of  compel  ring  I  S-Soviet 
arms  flows  to  t. IX  s  is  a  simple  count  of  weapons 
provided,  but  this  method  docs  not  furnish  a 
complete  picture,  for  example,  of  quality  differ 

•  I  IK  iU  pvr{«sc  t>r  ih»  paper  I IX  i  4re  tkrined  41  imludtni 
\ht  Mknunt  ( 1 1  «H  uninlnca  i>/  Afnc*  e»c<p«  iIm  ReiHibJi<.  al 
.South  Afrioi.  {1\  «lt  uNiniriCA  of  ¥*%t  eiccpt  Hong  Kong  iml 
Japan.  »nd  t  xmbi^M.  I  tm.  and  Vietnam,  whuh  bccartK  i  yrmmu 
ni«l  wHinWif*  in  1^^^.  (irmc  aihJ  turke*  m  »-un»t^,  Ui  ^11 
oounincn  m  ihc  Mtddk  I  Ait  .nti  South  ind  1^^  jtl  uniitirict 
in  I  atin  Ainarica.  ««ccpt  <  uba 


enc^  and  accompanying  support  and  service 
efforts. 

In  the  four-year  pcricxJ  I974-77,  Moscow  sold 
and  delivered  lo  the  LDCs  more  fighter  and 
bomber  aircraft,  tanks,  antiaircraft  guns,  and 
artillery  pieces  than  Washington.  The  SovieU 
also  provided  ships  of  greater  aggregate  value, 
though  fewer  in  number.  On  the  other  hand,  the 
United  States  provided  many  more  trainer  and 
transport  aircraft,  helicopters,  armored  personnel 
carriers,  and  self-propelled  artillery  pieces  than 
the  Soviets. 

Going  beyond  the  numerical  count,  we  find 
that,  on  the  whole,  better  provision  was  made  for 
support  and  maintenance  of  US  than  of  Soviet 
equipment  in  the  LDCs.  Washington  also  pro- 
vided more  advisory  personnel  in  LDCs  than  did 
Moscow,  and  a  larger  number  of  LDC  military 
technicians  were  trained  in  the  United  States 
than  in  the  Soviet  Union. 

Scviat  lxp«rt  ftkt 

Estimates  of  the  monetary  value  of  arms  trans- 
actions enable  us  to  overcome  some  of  the  inad- 
equacies of  comparisons  in  physical  units. 

When  measured  in  estimated  Soviet  export 
prices  relevant  for  judging  the  impact  on  the 
recipient  country's  foreign  trade  and  foreign 
payments  position  Soviet  arms  sales  to  LDCs 
in  dollar  terms  are  estimated  to  have  been  about 
$14  ^  billion  for  the  1974-77  period  and  arms 
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dtiivehts  4ppTo\\n\d{c\y  %\  \  billion  Annual  Si.) 
vtct  deliveries  have  grown  Hince  reaching 
$3.5  billiun  in  1^77.  annual  $ale^  have  followed 
the  same  (vattern  and  were  more  than  $4  billion 
in  1977  Sovicl  arms  export  prices  are  set  in 
accordance  with  Mom:ow\  political  decisions; 
they  are  generally  lower  than  prices  for  compcti 
tive  US  arms 

CmmprnvM*  US  Mlov  C»*f* 

Accordingly,  for  valid  direct  i^iunparisons  vwith 
rS  military  cxpi>rts.  it  is  ncccssarv  tt)  oiiro.iic 
what  Soviet  arms  exports  w^uld  have  cost  if  ihcv 
had  been  sold  b>  the  Lnitcd  Siaics  on  the  basj> 
used  by  the  I  S  Department  ot  Defense  \i\  esMb 
lishing  prices  of  I  !S  military  exp<>ri^  On  ihis 
basLs  Soviet  arms  >iilcs  and  dcliv  les  lo  I  DC  s  m 
1974-77  amounted  to  more  than  one  third  more 
in  US  dollar  cost  terms  than  it  Soviet  c\p*>ri 
prices  The  estimates  of  Soviet  arm>  llous  valued 
in  terms  of  comparable  l.  S  dollar  costs  yield  the 
following  overall  comparisons  for  1974^^'* 

•  Total  Soviet  arms  deliverres  ($14  H  billion) 
were  about  three  quarters  of  [  S  deliveries 
{%2i)  billion) 

•  I  Ota  I  Soviet  arms  sales  (S20  billion)  v^ere 
Icns  th;in  one  hall  of  I  S  \alcs  (S44  billion) 

Oiff«f«fKM  *n  Competition 

I  he  ctimposition  of  the  I  S  and  Soviet  arnu 
export  progr.ipu  in  I  S  dollar  ct>si>  difter  ^rcatU 
(sec  table  1  ) 


The  largest  source  of  dilfercnce  is  in  military 
related  construction  Two-thirds  of  liS  sales  of 
services  represent  military  and  dual  purpt)sc  con- 
struction in  Saudi  Arabia  programs  that  have 
ni>  Soviet  counterpart  The  m.ijor  differences  in 
program  composition  lead  to  greatly  varying 
comparative  levels  of  deliveries  and  sales  for 
Piiriicular  categories  t>f  arms  F  or  example: 

•  Soviet  deliveries  of  weapon  systems  were 
about  10  percent  uhine  LS  deliveries 

•  At  the  other  extreme.  Soviet  sales  of  military 
services  were  1  I  percent  of  I  'S  sales 

The  above  comparisons  indicate  that  Soviet 
arms  deliveries  are  substantially  larger  relative 
lo  US  deliveries  than  are  Soviet  arms  sales 
relative  to  US  sales.  There  are  two  principcl 
reasons  for  this; 

•  The  average  leadiime  between  sales  and 
deliveries  is  much  larger  in  the  US  program 
(about  three  years)  than  in  the  Soviet  pro- 
gram (12  to  IK  months). 

•  IS  s.ites  data  reflect  built-in  inflation 
allowances  which  could  not  be  removed.  This 
results  from  the  inclusion  in  contract  values 
of  expected  cost  increases  in  the  period 
between  sale  and  delivery  of  items.  But  our 
estimates  of  Soviet  sales  (valued  in  US  costs) 
are  free  of  this  particular  distortion  and 
hence  US  sales  tend  to  be  .omewhat  overval- 
ued  compiired  to  Soviet  sales 


robh  1 

United  Sfuf««  and  USSR   Comoontton  of  Armi  5ol«i 
onti  D«liv«fi»«  in  US  Ooltor  Co%U.  1974-77 
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AriiH  Flows  to  l.lX  s.  I  S-Soviet  Ciompar.sons,  1974-77 


lntf«<lwcti«n 

rs  ami  Soviet  .irnis  s.iks  tfixJ  xJtlivcrK'>  h» 
MX  s  arc  difficult  lo  cotniMrc  bcc.iUM- 
differ  so  niucf)  in  LOinpi)siiM)n,  fin.uui.il  .irr.irifcjc 
menu,  and  |{oaN    Anv  ct^ninion  dcnonnn.ilnr 
U!*cd  f»)r  aimj>iirahvc  si/ing  is  incviiablv  iimikm 
feci,  iind  Us  lin)Uaiuins  must  he  undcrsikXKl  m 
imcrprciifig  sucfi  ct)inparisons    f  fiis  {Mptr  dis 
cusses  four  different  inctfioduloj^ics  loi  nie.isiir 
ing  Soviet  activiiies.  fxaintncs  ific  ^lren^^ti  >  .ind 
weaknesses  of  eacfi.  and  compares  ihc  results, 
wfiere  appropriate,  witfi  I  S  tnns  flows 

In  I  fits  piipcr  tfir  ft  Mir  ruiMMires  pre  sen  led  tor 
si/ing  Soviet  arn)s  Hows  to  I  |)(  s  .ire 

•  Pfiysical  units 

•  I  stiftiated  cmts  to  ihe  recipieni  connir\  (So 
Viet  extx>rt  prices,  expressed  in  I  S  doll.ir 
costs) 

•(  sliniaied  cost  if  the  arms  were  provided  h\ 
tfie  I  nitcd  States  (esiinialed  [  S  iloM.ir 
costs) 

•I  stimaled  sfiare  of  tietense  out s  de\v*ted  lo 
.irnis  fltiws  b\  each  supplier  couribv  Uvrtcru 
ages  calculated  troni  iiionet  irs  a>:>:rc^.ites 
tliat  arc  expressetl  in  national  v.urrencies> 

Ihe  data  descrifvd  in  ifiis  paper  encomp.iNN 
the  estimated  ».t>sts  ot  tfiose  amis  sales  and 
deliveries  tf)at  in  the  I  nited  Stales  should  K' 
groutn-d  under  (a)  tfie  Mihtars  \s>tst.iiKc  fVn 
gram  (MAIM  (h>  foreign  \!ilii.irv  S.ilcs 
(fMS).  .md  Ic)  (  onune.'cial  I  r.tns.Ktions  In 
eluded  are 

•  Wcaj'MHi  s\ steins  i.uul   uim.il  spai'.-  [vulsi 
including  small  arms 


•  Supixirt 

llenis  sucfi  as  trucks  and  oifier  general 
puip»)se  vcfiicles  .md  equipment,  comniu- 
iiication  s>sicnis.  and  radars 

Maintenance  support  mcludini»  spare 
parts,  supplies,  equipment,  and  ltK)ls  for 
servicing  and  repair  ol  wca[>«)n  s>sicms, 
and  overfiauls  and  repairs  in  Ifie  supplier 
cou  ntr> 

Nnununition.  bombs,  niines.  grenades, 
and  militar>  explosives 

•  AssiH:iated  services,  sucfi  as  training  and 
lecfinical  assistance  and  construction  of  null* 
lar>  facilities 

US  Doio 

I  fie  I  S  data  on  sales  and  deliveries  used  in 
ifiis  paper  were  provided  b>  tfie  Defense  Securitv 
and  Assistance  Agency  and  tfie  Office  of  Muni- 
tions (  ontrol  Ifie  data  fiave  been  converted  to 
calendar  >ears  and  are  expressed  in  1*^76  dollars 
Hie  I'S  data  in  Ifiis  Tti^Min  Ifius  do  not  matcfi 
actual  budget  autfion/alions.  appropriations,  or 
outla>'. 

ftfimolM  of  Sov»«l  Military  Soloi  ond  0«liv9r»«i 

Mie  est  I  mates  of  Ific  volume  and  value  of 
Soviet  arms  flows  presented  in  tfiis  paper  were 
developed  (or  tfie  nu;st  part  from  detailed  idenli- 
fi  cat  Kin  and  listing  of  Soviet  arms  deliver  tes  Ffie 
pfi>sical  Items  s«)  identified  and  listed  were  given 
a  monetary  value  tfirougfi  tfie  use  of  estimated 
prices  SoMct  export  prices  in  one  comparison 
and  estimated  I  S  costs  in  tfie  olficr  Sales  were 
taken  from  reports  on  tfie  value  tif  Soviei-I.DC 
arms  agreements,  where  no  agreement  informa- 
tion was  available,  sales  estimates  were  based  on 


381 


378 


delivery  informaiion  Withm  the  iales  total,  val- 
ues of  piirticular  types  of  cguipfncnt  were  in  mojii 
cases  imputed  from  deliveries  by  a[>plymg  the 
appropriate  timelag  between  sales  and  actual 
deliveries.  Soviet  export  prices  for  weapons  s>s 
(cms  were  converted  into  US  dollars  using  the 
prevailing  exchange  rates 

Fquivalent  US  production  tM>ts  for  St)viei 
weapon  syjtemji  were  developed  u\ing  tost  esti- 
mating mudeK,  which  have  been  de^iigned  to 
estimate  the  cost  of  producing  the  S<wiet  equip- 
ment in  the  United  States  To  these  costs  were 
then  added  an  estimate  of  the  charges  required 
by  law  for  i;S  military  exports  (a)  prorated 
shares  of  research,  development,  test,  and  evalu- 
ation cojits.  (b)  prorated  share  of  nonrecurring 
production  ct»ts,  (c)  asset  use  charges  for  use  of 
US  Government  facilities  and  capital  goods,  (d) 
US  Department  of  Defense  administrative  and 
program  management  costs;  and  (e)  acvcssonal 
charges  for  packing,  handling,  and  crating 
These  extra  charges  added  10  to  \S  percent  to 
the  estimated  dollar  ctwts  of  producing  exported 
.Siwiet  arms  in  the  United  States 

I'.^ttimates  of  the  dollar  value  of  Soviet  niihtar> 
support  Uhe  second  category)  were  derived  from 
information  on  the  si/e  of  I  DC  inventory  hold 
ings  of  wea(X)n\  and  support  equipment,  Soviet 
maintenance  and  i)rdnance  supply  pr;icticcs.  the 
quality  of  supp*)rt  provided  {  IK  s  by  the  I  SSR. 
and  rates  of  usage  and  i)pcration  of  cqu<pmcni  in 
I  IK  s 

In  the  case  Soviet  sapphcd  services  iihc 
third  categor>  K  calculations  were  b.iscd  i>n  the 
estimated  number  of  Soviet  miliiarv  .idviscr^  in 
the  I  DCs.  the  numbci  of  I  IK  ir.iinecs  m  the 
i;SSR.  the  salaries  and  other  maintenance  c\ 
penscs  of  the  technicians  .ind  advisers,  and 
survey  of  the  small  number  ol  St)\  ict  military 
construction  proiccts  in  I  IH  n 

Cov«of« 

the  relt.ibiliU  n|  tht'\c  cstuii.Uc\  ilciKruK 
the  precision  and  av\uracv  i)(  our  j^hv steal  o^li 
males  o(  Soviet  arjtK  n.iIcn  Ami  Jc!iuTie\  irn) 
price  Mu\  vosl  t.Klttrs    i[^plicd  to  ?hc  ph\sK>il 


series.  The  margin  of  error  can  be  substantial  for 
some,  We  have  more  confidence  in  the  higher 
levels  of  aggr^'^ation  than  in  the  lower  ones. 
Within  the  lov  •  levels,  our  confidence  varies 
from  category  tc  ategory. 

As  between  So  et  sales  and  deliveries  and  as 
among  Soviet  weapon  systems,  support,  and  asso- 
ciated services,  we  place  our  greatest  confidence 
in  the  estimate  of  deiivertes  of  weapon  systems. 
These  numbers  are  based  for  the  most  part  on 
detailed  estimates  of  the  physical  quantity  of 
Si)viet  weapons  delivered  and  on  prices  that  can 
be  ascertained  with  reasonable  confidence.  Sup- 
port costs  are  known  with  less  certainty^  and 
their  estimation  requires  the  use  of  fairly  broad 
imputations  and  analogies.  Information  on  the 
costs  of  associated  services  is  still  scarcer  and  less 
reliable.  Hstimates  of  Soviet  arms  sales  are  less 
precise  than  estimates  of  deliveries  because,  as 
explained  above,  they  are  derived  in  part  from 
delivery  data 

Although  estimates  of  Soviet  military  transac* 
tions  arc  constructed  to  be  as  comparab'  as 
possible  witi  "  S  military  sales  and  delivery  Hata. 
US-Si)vici  c.  irisons  should  not  be  considered 
as  precise  mea.^urements.  Compilers  and  users  of 
these  comparisons  should  ,nto  account 
following  cautions: 

•  I  rrors  may  arise  because  se  of  incom- 
plete or  inaccurate  inform..  i  quantities 
of  military  gixxis  and  seivice:)  u.id  inappropri- 
ate prices  and  costs 

•  1  he  composition  of  the  US  and  Soviet  service 
prt)grams  diff^  greatly;  in  particular,  the  US 
program  includes  large  construction  projects, 
often  with  dual  military-civilian  uses,  which 
have  no  Soviet  counterparts. 

•  (  oriiparisons  of  sales  are  further  complicated 
by  the  inclusion  in  US  sales  data  of  an 
a!lt)wancc  lor  anticipated  future  price  infla- 
tu)n  (not  present  in  estimates  of  Soviet  sales). 

linally.  ii  is  important  to  keep  in  mind  that 
none  of  the  ci)mparisons  in  this  paper  should  be 
used  admc  to  draw  inferences  aNiut  the  transfer 
t>r  niilitarv  capuhtlitv  to  I  DC  s  Among  the  many 
complex  elements  that  iiffect  inilttarv  capabili- 
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lies  and  arc  not  nieasurcd  .n  Uic  present  analysis 
arc 

•The  use  of  differing  Wfcapt)n!i  icchnoUjgies. 
components,  and  designs  by  the  Soviets  to 
achieve  results  compc:itive  with  I  S  weapons, 
but  with  different  dollar  costs 

•  The  differing  geographic  and  strategic  Ct)n' 
le*t  in  which  particular  weapons  arc  used 

•  Fhc  greatly  varying  abilities  o\  the  recipient 
countries  to  use  the  arms  because  »>f  differ- 
ences in  leadership.  i)rgani/alK>n.  technical 
JikilK.  and  experience. 

C^mpmk^n  •!  PHyMcal  Unin 

l  or  some  purposes.  conipariM>ns  arms  sales 
and  deliveries  in  terms  of  actual  physical  units 
(for  example,  number  of  tanks  and  fighter  air- 
craft) are  the  most  appropriate  (  oniparisons  of 
mi*\or  items  of  military  equipment  in  physical 
units  show  that  the  Soviets  have  been  selling  and 
delivering  somewhat  larger  numbers  of  fighter 
aircraf.,  tanks,  and  artillery  than  has  the  L  nitcd 
States,  but  fewer  ships  and  armored  vehicles  (see 
figure  I  and  tables  I  and  2  tables  follow  m  the 
appendix)  The  Soviet  ships,  however,  are  much 
larger  and  more  modern  F*or  other  elements  of 
military  transacti<»ns.  such  as  the  amount  and 
guality  of  maintenance,  and  the  supply  of  ammu- 
nition, however,  physical  indicators  are  not  avail- 
able and  comparisons  must  rely  t>n  imputatn)n. 
analogies,  and  judgments  babied  only  p^irtly  on 
quantitative  information 

Physical  ct)mparisons  60  mn  take  into  account 
differences  in  quality  and  effectiveness  of  equip- 
ment Nor  do  they  provide  a  ct>mnu»n  dernmiina- 
lor  for  assessing  the  aggregate  level  of  ^alcs  and 
deliveries  Istmiates  of  the  value  of  militar> 
transactions  enable  us  t<>  overcome  s»)me  »>t  the 
problems  in  ci>mp;iring  physical  units  and  allow 
fiir  an  aggregation  of  the  data 

C*mpor»««n  •!  CMf  »•  fh«  R«<ip««n*  Country 

Ivslimatcs  iM  terPis  of  costs  to  the  recipient 
countries  arc  an  appropriate  b.isis  It^r  ^.tluiMfc; 
actual  trade  llnws  m  anns    1  stniialcs  ol  ihcsc 


United  States  and  USSR:  Salat  of 
Salactad  Waapon  Syatama  to  tlia  LDCa, 
1 §74-77 


Akrcrsfl  UfiHt 


UndlMlto 


SMp  Unite 


trade  costs  permit  an.ilysis  of  the  r»)lc  of  military 
tr.irsactu>n.s  in  the  foreign  trade  and  payments  of 
both  the  supplier  and  recipient.  In  turn,  they 
become  the  b.isiN  for  e>ti mates  <,f  I.IK  indebted- 
ne>s  and  debt  repavmcnts  Soviet  export  prices 
have  been  used  in  the  Intelligence  C  ommunity's 
annual  estimates  of  Communist  arms  sales  and 
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deliveries  to  ihc  t  IK  n  and  arc  the  ba>»N  lt>r  the 
data  publiNhed  ir.  the  annual  C  lA  report  i  am^ 
mumst  Aid  tt)  i e\\  Ih'ytlnpi'J  Ctmntrie\  tij  the 
tree  World 

The  results  of  this  inethodologv  arc  shown  in 
appendiJi  table  ^  It  sHov^n  that  Soviet  saleN  m 
l*>77  reached  a  near  record  of  almost  S4  ^ 
billion  Only  m  1^74,  when  Moscow  was  rc>tiH:k 
ing  Middle  I'asit  inventories,  had  sales  been 
higher  Thc>  had  moved  from  annual  levels  ot 
\ts%  than  niiliion  in  the  last  half  ol  the 

l<>50!i.  when  toe  progrant  was  inttiated,  to  more 
than  S60()  million  in   |9M)    As  the  I  SSR\ 
earliest  clients  (Fg>pt.  Ira^,  and  Svria)  built  up 
and  modernized  their  stocks,  and  as  new  cust!>rTi 
ers  were  added  to  the  Soviet  list,  sales  ni.iin 
tamed  their  niontcntum  throughout  the  l^(>()s  In 
1970  the>  shot  up  beyond  the  billion  dollar  mark, 
and  then  maintained  an  upward  course  until  the 
October  1971  war.  Uelivery  patterns  have  fol 
lowed  sales  clowly  as  Moscow  responded  rapidlv 
to  orders    At  yearcnd   1977.  the  i:SSR  had 
delivered  KS  percent  of  all  arms  sold  Us  third 
World  custonters. 

Ihc  estimates  presented  in  this  rcrn^rt  tor 
Sovicl  milit.iry  deliveries  in  M>''4^^  .irc  UriuM 
l>  percent  higher  ih.in  pre  lous  estmnics 
because 

•  I  he  metluHlulogv  tor  estini.itintj  supi^^iri  ct^sts 
has  been  improved 

•  An  estini.iie  ol  nnliiar>  rel.iicd  service^  is 
included  lor  the  (iMt  lime 

C«mfMKi»*fi      khmotvd  US  MW  Cottt 

it  IS  cofnnioti  pr.icticc  in  the  SoMct  .inns  s.iles 
program  to  charge  4iir;ictive  prices  lor  fiolmc  ii 
pui poses  This  practice  nukes  it  inappropri.il c  to 
Mse  Soviet  ext^irt  prices  tor  direct  cofnparist»ns 
with  I 'S  milit.irv  e\(K»ri  programs  I  or  this  Liiicr 
puiposc.  we  estimate  what  the  costs  oi  Souct 
arms  sales  and  :1eli^ cries  would  h>ive  been  it  the 
I'S  Depart  men  I  ot  helcnsc  had  furnished  th;: 
%an>c  weaj^Mi  s> stems.  supp«)rt  ei^uipnicnt.  ina;n 
tenance  supp»»fi.  ordn.ince.  an^J  .isstKi.iied  ser\ 
tees  1  hese  esiim.itcs  ct>scr  the  ^osts  vit  proiiucinij 
the  s,imc  weapons,  equipment  ,iiul  spjrc  parts  m 
the  y  nited  Stjtcs,  mcluitini:  .iM  approprt.Kc  .utdi 
ttonal  export  charges  anil  cstonatts  vd'  the  lpsIs 


of  asstKiatcd  services  The>  do  not  measure 
actual  Soviet  costs 

l  or  the  1974-77  period  a*  a  whole,  Sovicl 
military  delivcrie^i  to  m  estimated  US 

dollar  costs  ($14  8  billion)  were  about  three- 
quarters  of  US  deliveries  ($20  billion)  US  deliv- 
eries grew  throughout  the  period  while  Soviet 
deliveries  declined  in  1975.  before  growing  in 
1976  and  1977  (see  appendix  table  4) 

The  composition  of  total  Soviet  deliveries  dif- 
fered greatly  from  thai  of  US  deliveries  (see 
figure  2)  Weapon  systems  constituted  59  per- 
cent  of  Soviet  deliveries  and  only  39  percent  of 
I  S  deliveries.  The  Soviet  share  for  support  cxxsts 
was  sonirwhal  smaller  than  'he  US  share  (34 
percent  compared  with  37  percent).  Services 
bulked  much  larger  in  US  deliveries  (24  percent) 
than  in  Soviet  deliveries  (7  percent). 

W«ap»n  SyilMffit 

Soviet  \^eapon  systems  deliveries  valued  at 
estimated  US  costs  were  9  percent  larger  than 
comparable  US  deliveries  in  1974-77  (see  appen- 
dix table  5): 

Unit«d  Staut  and  USSR:  Arms 
DellvrUg  to  LPCt,  by  Caf  gory,  1>74-77 

Mill.on  1976  US$ 

United  Slaftts 


«M1 

US  Dollar  Co«lf 
14,775 


I 
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•  Siivicl  deliveries  land  armaments  v^crc  80 
ixrccnt  Urger 

•Soviet  deliveries  v»f  shipH  were  eight  trmes 
US  deliveries  m  term>  i»(  value.  .1  reflec 
tion  ot  the  Tu  larger  si/e  and  niodcrnit> 
of  the  Soviet  ships,  the  number  ol  I  S 
ships  being  liirger 

•  Soviet  deliveries  oi  aircrul't  and  iiiinsiIcs  v^crc 
about  2\)  percent  less  than  the  correspi>i>ding 
US  ligure 

I  S  deliveries  of  inilit.irv  sup{H)r'.  vscrc  nu  rc 
than  M)i>crccm  higher  than  sn 'ilar  S<ntct  delu 
cries  While  Soviet  ordnance  deliveries  surpaNsed 
CS  iudnancc  deliveries,  the  I  nited  States  had  a 
larger  ri>lc  in  the  suppl>  i)l  Npare  jviris.  comioinu 
canon  eguipinent.  radar,  and  tnaii)r  Nuptx^rt 
equipment  Although  these  figures  to  some  e\ 
lent  reflect  dilTcrenees  in  the  rec|uirement>  of  the 
recipient  ci^untries.  recipients  i)t  i  S  arms  were 
consistentl>  priKuled  v\tth  nu»re  ^.iwnpleie  nu;v 
port  and  in.iinienance  than  Soviet  ciienis 

I 'S  delivcneN  o\  .isssoviated  NerviceN  v^ere 
ne.irlv  lour  times  ihc  conip.iuihle  SiAiei  \\^- 
urcs  a  rellcttion  o\  nuKieraiel^  l.trner  provi 
sit)n  i)t  tr.iining  and  technic.il  .issistance  and  .1 
large  I  S  consiruction  progr.im  ^*hlch  has  no 
appreciable  St>viel  counterpart  Iwo-thirds  ot 
the  >crvices  in  I  S  deliveries  reprcM-nt  nnlitar> 
related  con  .iriicii'tn  m  Saudi  Nrabi.i  it  S.iudi 
Arabia  is  rcrnnved  troro  itie  tnjiires.  the 
value  of  I  S  services  v^ouid  drop  to  one  and 
one  half  tunes  that  ot  the  Soviets  isce  ap 
pcndu  t.ible  0) 

t  oinparisiMi^  ol  S»>Met  \*ith  I  S  >irni*»  sales  10 
I  |H  s  arc  ninre  unceriair)  th.m  ^..unp.irison^  on 
deliveries  bccviusc  ot  »»evcr.il  <.«MnplK atin^j  tac 
tors  \n  iin;HHiant  prohlcni  is  .m  inct)rKisterK  v  in 
the  price  bases  uscil  (01  the  t\*o  omnincs  V\  hen 
I  S  vosts  arc  used  as  the  v.irilstick.  oui  cstnnaU's 
of  Soviet  arms  ^ales  ihke  those  i'>t    h^^u-i  »rnis 


deliveries)  are  calculated  in  teriiiN  of  1976  dol- 
lars However.  US  arms  sales  contracts  include  a 
built' in  provision  lor  future  inflation  that  i^. 
lhe>  reflect  the  projected  prices  of  equipment 
and  services  at  the  scheduled  tune  of  future 
doliver>.  l  or  example.  I  S  aircraft  sv>ld  in  1^76 
and  scheduled  tor  deliver)  in  1^79  ^ill  carry  a 
price  tag  that  quite  appropriately  takes  into 
account  exi>ected  inflation  during  the  intervening 
three  years  If.  for  eiainple,  an  assumed  annual 
inflation  rate  of  ^  percent  v^ere  applied,  it  vioulil 
yield  a  price  adiustmcnt  of  more  than  I  5  iKrccnt 
We  dv)  not  knoN*  the  magnitude  of  the  anpropn- 
ate  I'S  inflatuin  factor  and  were  Iherelore  un- 
.iblc  to  eliminate  this  element  in  the  I  S  series,  or 
to  adjust  our  estim  ite  of  Soviet  sales  fv>r  conip«i- 
rability  1  onsequcmly,  comparisons  of  i'S  with 
Soviet  sales  based  on  the  available  I  S  data  and 
our  estimated  Soviet  ligures  tend  to  overstate  the 
relative  ntatiniiude  of  I  S  sales 

rs  sales  in  |9"*4-77  were  more  than  double 
the  estimated  I  S  Cv)st  v»f  Soviet  sales,  as  shown 
in  appendix  table  7  J  or  weap^jn  s>stemsthe  I  S 
total  is  one-third  higher  (ncc  apiKndix  table  S). 
I  S  sales  ,ire  larj^er  lor  aircr.  lt  .md  .ibout  double 
Itir  ships  and  missiles  I  he  li^urcs  ,11  e  higher  fi)r 
Soviet  sales  o\  land  arm.imenls.  largelv  reflecting 
much  higher  tank  sales 

In  the  case  ol  inilitar> -associated  services.  I  S 
sales  exceed  Soviet  sales  b>  al>out  nine  to  one. 
wnh  alnu)>t  two-thirds  ($9  billu)n)  of  the  I  S 
services  sv>ld  U)  Saudi  Ar.ibia  The  I  S  program 
m  Saudi  Ar,ibia  so  far  has  ct>nMsted  prmi.irilN  v)f 
arrlields.  roads.  b.ise  lacilities.  :.nd  other  krnds  of 
ciwistrucimn  If  the  Saudi  pro^'.ram  is  excluded. 
I  i.S  s.iles  ol  servicfs  exceed  Sov  ei  s,ilcs  bv  ,ibi.)ut 
three  to  one  (see  ,.,ipendi\  table 

I  he  l.icl  that  looil  I  S  sales  ,ire  n»iich  higher 
tli,in  Soviet  s.iles  docs  not  nccess.iriK  mean  that 
the  much  n.ir rower  dilterence  in  di- liveries  will 
increase  in  the  (uiure  \o  sonic  extent  it  will 
deixrnd  on  Ik>vs  List  the  I  nited  States  delivers  the 
billion  b.icklo^;  of  orders  In  the  recent  past, 
Stiviet  Icadtinies  betv^cen  Soviet  sales  .ind  deliv- 
eries h.ive  been  onlv  .ibout  1.*!  to  \h  months, 
while  I  S  le.ultinies  .ire  a  Unit  three  >ears  In  I  he 
case  i>l  weai>tiii  sv stems,  the  I  SSR  h.is  hereto 


!J8S 


furc  been  willing  to  give  man>  IIX  orders 
priority  treatment  Moscow  has  frctjuentl> 
drawn  on  existing  siock^  of  military  etjuipment 
and  in  tome  ca»es  has  shifted  readil>  available 
reconditioned  hardware  bein^  mui^tered  out  t)f  its 
inventory  These  practice*!  give  Moscow  great 
riexihility  in  its  foreign  arms  activities  and  maXt 
it  difficult  to  project  future  deliveries  from  piisi 
sales 


We  lack  sufficient  information  on  production 
costs  and  prices  of  military  gcxxis  and  services 
within  the  Soviet  Union  to  make  ruble  cosi 
estimates  of  both  US  and  Soviet  arms  llov^s 
parallel  to  the  dollar  cost  estimates  We  v^ould 
expect  pricing  in  rubles  to  yield  a  somewhat 
higher  ratio  of  US  military  transactions  to  Soviet 
transactions  than  is  obtained  with  dollar  pricing 
This  expectation  is  based  on  the  general  pre- 
sumption that,  being  endov^cd  v^ith  iliflercnt 
resources  and  technologies,  countries  tend  to 
produce  more  of  those  prixiucts  usmg  resources 
that  arc  abundant  (and  hence  lower  priced)  and 
fewer  of  thtv»e  products  using  scarcer  (and  hence 


higher  priced)  resources  C  osting  in  dollars  thus 
gives  relatively  high  weight  to  items  that  the 
USSR  produces  in  larger  quantity  and  tends  to 
overstate  Soviet  military  exports;  conversely, 
costing  in  rubles  would  tend  to  overstate  US 
military  exports. 

I'ven  sih  there  are  sufficient  data  to  make 
rough  estimates  of  Soviet  arms  flows  in  rubles  in 
order  to  assess  the  size  of  Soviet  arms  sales 
and  deliveiies  within  the  context  of  the  Soviet 
economy  over  time  and  to  permit  broad  compari- 
sons with  the  United  States  of  the  economic 
impact  of  foreign  military  transactions. 

Such  a  comparison  shows  that  in  both  the 
United  States  and  the  USSR,  military  exports 
(including  support  services)  are  small  compared 
with  overall  defense  expenditures  Measured  in 
dollars.  i;S  arms  flows  to  LDCs  in  1974^77 
are  about  4  percent  of  total  US  defen,se  spending. 
Soviet  arms  flows  to  I. DCs  in  the  same  period, 
mcasur'-d  in  domestic  rubles,  constitute  a  slightly 
larger  share  of  estimated  total  Soviet  defense 
expenditures    to  5  to  ft  percent 


i\*mnu'nt\  and  (4t4frte.\  </n  this  papt'r  arc  ^fl 
torn*'  and  max  ^f  direi  led  t(t  the  lhri\t<*r  U)r 
i*uhlu     {ffuirs,    (t'ftfral  intftti\(t'nie 
H'a\hiniiti>n  /)  C  .  :o^tf^.  area  n^dt- 

t'itr  if{f\trnuiti,}n  on  t>htiiintnt(  additiorud 
(*<»/»i»*v  see  the  in\ulr  of  tht  tranl  uner 
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THE  TRENDS  IN  THE  ARMS  TRADE  WITH  THE  THIRD 

WORLD* 

8q¥are  brack$t0d  numb€r§,  thU9  {\],  rrfer  to  the  tigt  of  rtftrtnctn  on  page  ^to. 


1.  Introduction 

The  spread  of  conventional  weapons  from  the  industrialized  world  to  the 
Third  World  represents  only  one  of  the  many  complex  factors  related  to 
the  wider  issue  of  arms  control  and  disarmament.^  While  disarmament 
negotiations  since  194S  have  concentrated  technically  on  the  issue  of 
nuclear  weapons  and  politically  on  the  issue  of  preventing  the  outbreak 
of  war  between  the  United  States  and  the  Soviet  Union,  it  remains  a  fact 
that  practically  all  wars  during  this  period  have  been  Tought  in  the  Third 
World  and  with  conventional  weapons.  About  7S  per  cent  of  the  current 
world  arms  trade  is  now  with  the  Third  World.  Between  1970  and  1976 
alone,  the  value  of  major  weapons — that  is,  aircraft,  missiles,  armoured 
fighting  vehicles  and  warships — supplied  to  the  Third  World  was  equal 
to  that  for  the  two  decades  1950-70.* 

The  traffic  in  arms  expanded  practically  unnoticed,  undescribed  and 
undebated  until  I96S,  with  supplier  and  buyer  interests  overshadowed  by 
the  overwhelming  prospect  of  a  nuclear  holocaust.  The  expansion  was 
both  quantitative  and  qualitative.  Quantitatively,  the  volume  of  military 
transfers  to  the  Third  World  has  increased  more  than  IS-fold  over  the 
past  2S  years,  or  at  an  average  annual  increase  of  some  12  per  cent.  How- 
ever, the  volume  of  the  arms  trade  to  the  Third  Worid  started  to  show  a 
particularly  sharp  increase  in  both  absolute  and  relative  terms  after  196S. 
The  average  yearly  increase  from  1970  to  1976  was  15  per  cent,  compared 
with  the  1960s,  when  the  corresponding  average  annual  rate  of  increase 
was  5  per  cent  from  I960  to  1966.  The  boom  in  the  arms  trade  \*hich 
characterizes  the  \  ;esent  decade  cannot  be  explained  merely  by  the  in- 
crease in  the  number  of  new  nations,  which  obviously  influenced  the 
statistics  during  the  1950s  and  early  1960s— when,  as  a  rule,  the  former 
Asian  and  African  colonies  of  the  UK  and  France  set  up  armed  forces 
upon  gaining  independence. 

Qualitatively  also,  there  has  been  a  distinct  cha..ge  in  arms  transfers 
to  the  Third  World.  During  the  l95Li,  the  main  arms-producing  in- 
dustrialized nations,  in  particular  the  United  States,  concentrated  mainly 

'  A  forthcoming  SIPRI  publication  will  analyse  the  role  of  all  countries  and  all  types  of 
weapons  involved  in  the  global  arms  trade,  as  well  as  present  a  review  of  the  arms  control 
proposals  made  m  various  forums  since  1970. 

'  Sec  chapter  9  on  the  sources  and  methods  of  the  study  for  a  description  of  the  SIPRI 
valuation  of  arms  transactions. 


*  Reprinted  by  permission.  Stockholm  Poace  Research  Institute.  SIPRI  Yearbook  of 
Wcrld  Armaments  amt  IMsarmament  197S.  I^ondon.  Taylor  and  Francis,  Ltd..  1978.  618  p. 
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on  modernizing  their  own  armed  forces  and  those  of  their  allies.  Large 
numbers  of  the  weapons  used  in  World  War  II  were  disposed  of  by 
transferring  them  to  the  newly  independent  states  outside  Europe  and 
North  America.  As  the  European  economies  recovered,  however,  the 
build-up  of  the  defence  industries  in  France,  FR  Germany,  Itaiyi  the 
UK,  and  so  on  constituted  a  competitive  element  on  the  arms  market  to 
the  dominant  position  of  the  United  Slates.  A  similar  pattern— although 
on  a  much  smaller  scale— is  discernible  for  the  socialist  bloc  as  well.  This 
development  resulted  in  what  can  be  expressed  as  a  change  from  a  seller's 
market  to  a  buyer's  market,  where  today  any  nation  possessing  sufficient 
funds  is  likely  to  find  a  seller  of  any  weapon  system  required. 

In  this  connection  it  can  also  be  said  that  the  distinction  between  con- 
ventional and  nuclear  weapons  may  be  difficult  to  justify  in  the  future. 
Already,  some  types  of  nuclear  delivery  systems  have  been  transferred  to 
Third  World  countries  (for  example,  the  US  Lance  surface-to-surface 
missile  to  Israel  and  the  Soviet  Scud  to  Egypt,  Iraq  and  Syria),  and  if  the 
spread  of  production  capacity  for  nuclear  weapons  in  the  wake  of  the 
spread  of  nuclear  energy  production  is  not  safeguarded  in  time,  the  arms 
traffic  may  eventually  come  to  include  traffic  also  in  nuclear  weapons. 

The  underlying  theory  behind  SlPRFs  decision  to  examine  the  arms 
uadc  with  the  Third  World  was  that  this  trade  is  uniquf^  in  comparison 
to  the  trade  in  any  other  commodity,  because  of  its  politicil  and  military 
consequences,  both  for  the  buyers  and  for  the  sellers.  This  has  been 
expressed  in  many  ways  by  many  sources.  The  following  statenent  by 
Julius  Nyerere,  for  example,  may  serve  as  well  as  any  other  to  define  the 
political  aspect  of  arms  supplies: 

For  the  selling  of  arms  is  something  which  a  country  docs  only  when  ii  wants  to  support 
and  strengthen  the  regime  or  the  group  to  whom  the  sale  is  made,  Whatever  restrictions 
or  limits  are  placed  on  that  sale,  the  sale  of  any  arms  is  a  declaration  of  support— an 
implied  alliance  of  a  kind.  You  can  trade  with  i  opic  you  dislike;  you  can  have  diplo- 
matic relations  with  governments  you  disapprove  of;  you  can  sit  in  conference  with 
those  nations  whose  policies  you  abhor.  But  you  do  not  sell  arms  without  saying,  in 
effect:  "In  the  light  of  the  receiving  country's  known  policies,  friends,  and  enemies, 
we  anticipate  that,  in  the  last  resort,  we  will  be  on  their  side  in  the  case  of  any  conflict. 
We  shall  want  them  to  defeat  their  enemies."  {I  ] 

In  other  words,  the  provision  of  the  means  for  warfare  has  an  intrinsic 
political  and  military  significance  even  where  the  supplying  country  states 
only  a  commercial  interest. 

//.  The  flow  of  arms 
The  producer  suppliers 

The  list  of  main  weapon  suppliers  is  identical  to  that  of  the  leading  weapon 
producers.  More  specitically,  the  governments  of  the  producing  countries 


control  the  exports  of  arms.  The  noivgovernmentaK  so-callcd  illegal, 
traffic  in  arms  comprises  only  a  small  proportion  of  the  total  international 
arms  trade,  particularly  because  even  a  private  transaction  requires  an 
export  licence  from  the  government  of  the  exporting  country.  According 
to  the  1971  Si  PR  I  study  (2a ),  arms  sales  by  priv2.ie  dealers  represent  no 
more  than  4  per  cent  of  the  total  arms  transfers,  and  only  a  minute  pro- 
portion of  these  dealers  operate  without  government  approval. 

The  United  States  occupies  the  leading  position  in  the  field  of  military 
technology  and  is  consequently  the  leading  single  exporter  of  major 
conventional  arms.  The  US  share  of  total  arms  exports  to  the  Third  World 
from  1970  to  1976  was  38  percent  (see  table  8,1  for  the  rank  order  of  arms- 
exporting  nations  dt\ring  this  period).  The  Soviet  Union  is  the  second 
largest  supplier,  with  a  total  share  of  34  per  cent.  This  dual  domination 
of  the  arms  market  is  not  explained  by  technological  capacity  alone,  but 
by  a  quantitative  factor  as  well— both  the  United  Stales  and  the  Soviet 
Union  possess  large  armaments  industries  as  regards  production  capacity 
and  turnover,  and  are  thus  able  to  produce  long  scries  of  the  various  types 
of  weapon. 

These  dominant  positions  were,  however,  not  a  reality  during  the 
immediate  post-war  years.  It  can  be  seen  from  table  8A.2  (Appendix  8A) 
that  the  United  States  and  the  Soviet  Union  had  not  firmly  established 
their  leading  positions  until  the  early  1960s.  From  1945  until  1960,  Britain 
remained  ahead  of  the  Soviet  Union— mainly  because  of  warship  orders 
but  also  because  o^  the  export  of  large  numbers  of  aircraft  dating  from 
the  1940s.  The  pattern  of  arms  supplies  thus  illustrates  the  global  change 
in  political  roles,  especially  of  the  big  powers,  after  1945. 

The  pr  ition  of  the  secondary  suppliers,  too,  did  not  stabilize  until  the 
1960s,  A  period  of  some  10  years  elapsed  after  World  War  11  before  the 
turopt\:n  countries  could  really  enter  the  arms  export  market.  First,  their 
production  capacity  had  to  be  resurrected  after  World  War  II,  particularly 
in  the  case  of  France,  FR  Germany  and  Italy.  Second,  the  European 
powers'  own  weapon  requirements  had  to  be  satisfied  first.  Gradually, 
however,  a  pattern  of  arms  exports  emerged.  From  the  rank  order  of 
suppliers  of  major  weapons  for  the  period  1970-76  in  table  8.1,  it  is  possible 
to  classify  the  arms  suppliers  into  four  groups:  first,  the  USA  and  the 
USSR  as  the  dominant  suppliers;  second,  the  UK  anrl  France  in  a  category 
of  their  own  as  major  suppliers,  each  with  a  9  per  cent  share  of  the  market; 
third,  a  group  of  medium  suppliers,  including  Canada,  China,  FR 
Germany,  Italy  and  the  Netherlands;  and  fourth,  a  group  of  small 
suppliers.  (  The  countries  listed  in  table  8.2,  below,  as  Third  World  arms 
exporters  all  belong  to  the  fourth  category.)  And  for  all  exporters  except 
the  two  single  cases  of  Japan  and  Czechoslovakia,  the  trend  is  a  rising 
one. 
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*  Included  under  Other  mdus  West,  table  8A  2.  page  256. 
'  Included  under  Other  mdus  Last,  table  8A  2.  pase  256. 

*  See  table  8.2  for  the  rank  order  of  Third  World  arms  supplien. 
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With  the  increase  in  the  number  of  countries  capable  of  exporting  arms, 
a  noticeable  competition  for  the  Third  World  market  broke  out,  resulting 
in  what  might  be  called  a  general  commercialization  of  the  arms  trade. 
For  the  recipient  countries  this  meant  that,  in  cases  where  the  dominant 
suppliers  refused  for  political  reasons  to  supply  certain  types  of  weapon, 
the  emergence  of  new  producers  provided  tne  buyers  with  new  sellers  to 
turn  to.  The  case  of  Latin  America  provides  an  illustration  of  this  develop- 
ment: during  the  early  post-war  period  the  United  States  had  a  virtual 
monopoly  on  arms  sales  in  the  region,  but  when  the  US  government 
refused  to  sell  the  supcr!»onic  fighters  requested,  the  buyers  turned  to 
European  producers.  South  America  is  now  among  the  three  largest 
recipient  regions  for  weapons  from  Australia,  Canada,  France,  PR 
Germany,  Italy,  the  Netherlands,  Sweden,  Switzerland  and  the  UK. 
When  the  Soviet  Union,  according  to  Egyptian  sources,  refused  to  comply 
with  requests  for  more  sophisticated  armaments,  Egypt  turned  to  West 
European  producers  for  the  acquisition  not  only  of  the  weapons  but  of 
production  know-how. 

The  so-called  ''buyer's  market*'  in  arms  is  visible  on  every  occasion 
before  the  conclusion  of  a  contract.  The  buyer  often  negotiates  with 
several  sellers  at  the  same  time,  and  the  sellers  do  their  utmost  to  improve 
the  favourable  conditions  offered.  The  financial  arrangements  are  of 
course  of  importance,  but  in  addition  no  effort  is  spared  to  convince  the 
buyer  of  the  weapons'  lethal  capacities. 

In  this  connection  it  is  important  that  the  weapon  has  been  tested  in 
any  of  the  post-1945  battlefields  in  Indo-China  or  in  the  Middle  East; 
in  other  words,  they  sell  better  when  they  are  "well-blooded",  as  one 
source  describes  it: 

But  the  only  real  test  and  challenge  to  helicopter  capability  was  at  war;  and  Vietnam 
had  given  a  useful  flip  to  the  busine&v  *Mt*s  been  well  blooded**,  an  electronics  :;alesman 
assured  me,  about  his  system  which  had  been  used  in  helicopters  over  Vietnam,  and 
the  words  "combat  proven  in  South  East  Asia**  were  important  in  any  sales  pitch. 
The  antics,  the  sudden  take-offs  and  spectacular  liftings  on  the  television  screens 
were  all  very  welK  but  it  was  the  sudden  bursts  of  fire-power,  the  rain  of  bombs  and 
the  s\*oosh  of  torpedoes,  which  provided  the  real  climax  for  the  customers  [3J. 

In  regard  to  the  enormous  escalation  of  arms  imports  in  the  Middle 
East,  it  often  goes  unnoticed  that  the  USA  and  the  USSR  are  not  the  only 
suppliers  to  the  region— several  other  countries  are  involved  in  securing 
their  share  of  an  apparently  unlimited  market,  for  example  France  and  the 
UK,  as  well  as  Italy,  the  Netherlands,  Spain,  Switzerland  and  Yugoslavia. 

The  rise  of  Italy  and  Israel  in  the  rank  order  of  arms  suppliers  has 
occurred  during  the  1970$  and  for  both  these  new  producers.  South  Africa 
has  become  an  important  market.  In  particular,  Italy  has  sold  the  licence 
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for  production  of  counter-insurgency  (COIN)  tircrtft,  and  Israel  has 
delivered  ihip-to-thip  missiles. 

In  the  case  of  FR  Germany*  the  restrictions  on  arms  production  im* 
posed  by  the  Western  European  Union  (WEU)  in  1949  have  been  gradually 
loosened  over  the  years,  but  it  is  still  common  practice  for  West  German 
designs  to  be  produced  elsewhere,  for  example  in  Spain  or  France,  and 
for  the  weapons  not  to  be  exported  directly  from  FR  Gemuiny. 

Among  the  Third  World  countries,  the  major  arms  exporters  are  those 
countries  which  have  concentrated  most  heavily  on  the  acquisition  of 
military  know-how,  that  is,  which  have  invested  in  miliiary  industries  (see 
table  8.2),  Of  those  Third  World  countries  which  have  reached  an 
advanced  production  capability— most  notebly  Argentina,  Brazil,  India, 
Israel  and  South  Africa— Israel  sunds  out  as  the  most  technologically 
advanced.^  Moreover,  several  other  Third  World  countries— in  particular 
North  and  South  Korea,  and  Taiwan— have  fairly  advanced  indigenous 
arms  industries  and  therefore  export  capacity,  although  because  they  have 
not  yet  begun  to  export,  they  arc  not  included  in  table  8.2/ 

For  the  socialist  countries,  it  is  also  possible  to  discern  a  certain  spread 
of  export  capacity,  although  on  %  much  smaller  scale  than  in  the  West. 
The  Soviet  Union  alone  account;  for  94  per  cent  of  the  socialist  countries* 
arms  exports  (and  furthermore.  Czechoslovakia  has  on  occasion  acted  as 
intermediary  for  Soviet  suppliers,  for  example,  to  Egypt  in  1955).  But  the 
past  few  years  have  seen  an  expansion  of  sales,  particuUriy  by  Yugoslavia, 
Poland  and  Romania,  of  light  train  ts  and  other  aircraft.  This  will  in 
future  make  some  impression  on  the  large  Soviet  share  of  supplies  from 
socialist  countries. 

Iran  will  probably  invest  heavily  in  local  arms  production,  as  will  Egypt 
and  Saudi  Arabia.  So  far,  Iran  has  re-exported  US  F-5A  fighters,  and 
Jordan's  position  as  third  in  order  of  suppliers  is  likewise  explained  by  the 
re-export  of  old  equipment  to  South  Africa  and  Oman. 

The  inclusion  of  the  Ivory  Coast  and  Gabon  in  the  table  is  merely  due 
to  the  export  of  French-designed  patrol  boats  from  French-built  ship- 
yards. 

The  transfer  of  know-how 

The  transfer  of  arms  includes  also  the  transfer  of  production  know-how. 
The  trend  for  Third  World  countries  to  import  not  only  the  weapons  but 

*  If  the  production  and  export  of  small  arms  were  taken  into  account,  both  Argcntin?  and 
India  would  occupy  a  higher  place  in  the  rank  order. 

•  In  regard  to  the  smail  suppliers  listed  in  table  8.1  above,  one  aspect  should  be  kept  in  mind 
-  if  small  arms  were  included  in  the  data,  this  would  mean  a  change  upwards  in  the  position 
of  such  leading  small  arms  producers  as  Sweden.  Switzerland  and  Belgium  (see  the  forth- 
coming SIPRi  nubbcation  on  the  global  arnu  trade). 
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TaMt  8.2.  Rank  order  of  Third  World  arms  suppli«r!^  1970-76 
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•  At  constant  1975  prices. 

*  Most  weapons  exported  are  of  local  production. 


also  entire  arms  industries  is  rising,  although  for  technical  reasons  more 
slowly  than  the  rise  shown  in  the  figures  for  imports  of  weapons. 

The  build-up  of  domestic  arms  production  capacities  generally  follows  a 
pattern:  firsts  a  licence  is  acquired  from  one  of  the  leading  industrialized 
nations  and  production  facilities  are  built,  often  involving  huge  technical 
and  personnel  assistance  from  the  seller.  Production  then  starts  with  the 
local  assc;nbly  of  imported  sub-assemblies,  for  example  an  aircraft.  The 
next  step  is  to  complete  the  sub-assemblies  locally  from  imported  com- 
ponents, then  to  manufacture  the  components  locally  from  imported  raw 
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materials,  and  finally  to  produce  also  the  raw  ma  crials.  This  last  stage  is 
not  possible  for  the  majority  of  new  producers  i  ntil  after  a  considerable 
period  of  time  since  it  involves  both  the  availability  of  natural  resources 
and  the  existence  of  related  industries  and  infrastructure.  In  general,  new 
producers  must  always  import  some  components,  such  as  advanced 
electronics,  engines  and  certain  types  of  armament. 

It  would  be  a  mistake,  however,  to  conclude  that,  for  example,  the 
Third  World  exporting  countries  (see  Ubie  8.2.  above)  have  benefitted 
economically  from  the  build-up  of  their  local  arms  industries.  The 
enormous  financial  difficulties  encountered  by  any  arms  producer  are 
exemplified  by  the  arms  industries  of  Western  Europe.  These  difficulties 
are  multiplied  in  an  underdeveloped  country  with  an  insufficient  tech- 
nological base  and  infrastructure.  Many  projects  in  the  Third  World  have 
stagnated  at  the  blueprint  stage,  and  even  when  a  "success"  is  noted,  one 
final  obstacle  remains  for  a  new  arms  producer  to  overcome— namely,  to 
market  the  weapon  in  competition  with  the  well  established  producers. 
Israel,  which  is  by  far  the  most  experienced  new  arms  producer  outside 
Europe,  is  a  case  in  point.  The  Kfir-2,  a  fighter-bomber  indigenously 
developed  on  the  basis  of  the  Mirage-3  and  -5,  has  so  far  been  impossible 
to  export  because  it  has  a  US  engine  whose  export  can  be  vetoed  by  the 
US  government  for  either  political  or  commercial  reasons.  Moreover  in 
some  countries,  such  as  India.  South  Africa  and  Brazil,  the  build-up  of  a 
local  arms  production  and  export  capacity  simply  represents  the  inter- 
national division  of  labour  between  the  industrialized  and  the  under- 
developed worlds:  large  producers— national  or  multinational,  US  or 
European— set  up  some  parts  of  iheir  production  in  countries  where 
labour  is  cheap.  Thus,  French  Alouette  helicopters  are  manufactured  in 
India  under  a  licence  agreement  which  includes  offset  contracts  for  the 
re-export  from  India  of  components  also  for  the  French  helicopters. 

The  patu  rn  of  exports 

Arms  trade  statistics  indicate  that  this  traffic  is  essentially  a  Western 
affair  and  responsibility -together,  the  Western  coimtries  account  for 
77.5  per  cent  of  the  total  trade  in  major  weapons  during  the  period  1970-76. 
Of  the  total  value  for  exports  from  the  socialist  countries,  the  USSR  still 
stands  out  as  virtually  the  sole  supplier,  with  a  94  per  cent  share,  while 
China  accounts  for  4  per  cent  and  Czechoslovakia.  Poland.  Romania  and 
Yugoslavia  account  for  the  remainder.  However,  statistics  provide  no 
basis  for  conclusions  of  a  normative  nature,  not  least  the  arms  trade 
statistics.  Although  the  claim  by  some  representatives  of  socialist  countries 
that  they  only  supply  arms  to  "progressive  forces"  in  the  world  cannot 
be  backed  up  by  data,  it  is  true  that  both  the  USA  and  the  USSR  do  supply 
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to  rfgimcs  or  other  groups  considered  friendly  or  at  least  not  hostile. 
These  supplier  guidelines  are  described  in  the  1971  SiPRi  study  [2b]  as 
the  **hegemonic  supply  policy". 

However,  a  number  of  the  recipients  of  SoMet  supplies  cannot  be  said 
to  meet  the  criterion  of  progressivity,  just  as  a  large  number  of  US  clients 
do  not  measure  up  to  such  criteria  as  **democ.racics"  or  '^representatives 
of  the  free  world".  And  many  clients  of  the  smaller,  non-aligned  arms 
producers  hardly  comply  with  the  criterion  of  being  tension-free  areas.  In 
summary,  the  arms  ^Toducers^own  perceptions  of  their  respective  countries' 
policies  do  not  correspond  to  true  situations.  It  is  true  that  the  Soviet  Union 
and  some  East  European  states  were  the  main  arms  suppliers— and  often 
the  sole  suppliers -~to  several  liberation  movements  of  socialist  ideology, 
for  example  to  the  FNL  in  Viet  Nam,  to  FRELIMO  in  Mozambique,  and 
so  on,  but  it  is  also  evident  that  the  Sino-Soviet  conflict,  for  example,  has 
influenced  both  these  countries*  decisions  to  support  one  or  the  other  of 
the  liberation  movements.  This  is  particularly  visible  in  Africa,  where 
China  pursued  an  anti-Soviet  policy  until  it  found  itself  arming  the  same 
forces  in  Angola  that  were  receiving  South  African  and  tacit  Western 
military  support. 

The  group  of  arms  suppliers  which  act  mainly  as  strictly  commercial 
agents,  that  is.  which  trade  for  Hnancial  reasons,  in  turn  experience  an 
insoluble  moral  commercial  conflict.  This  has  occurred  in  France,  FR 
Germany.  Italy  and  the  UK,  for  example,  in  ihe  case  of  arms  supplied 
to  South  Africa. 

The  inporter  recipients 

Data  on  the  import  of  major  arms  by  Third  World  regions  and  countries 
(see  table  8.3)  illustrate  the  impact  of  the  two  big  conflicts  at  World 
War  IL  the  .\rab-Israeli  conflict  and  the  war  in  Viet  Nam.  The  Middle 
East  region  accounts  for  a  total  of  51  per  cent  of  all  major  arms  imports 
by  the  Third  World  du  iiig  the  1970s.  But  within  the  region,  the  pattern 
of  weapon  imports  has  changed  since  around  1970.  Up  to  then,  those 
countries  which  were  r*i'"ec:iy  involved  in  the  Arab-Israeli  conflict  were 
the  leading  importers,  but  by  the  la^.er  half  of  the  decade  Israel  and  Egypt 
were  overtaken  by  Iran.  Iran  is  the  single  country  with  the  largest  arms 
imports  in  the  region,  as  well  as  in  the  Third  World,  reaching  30  per  cent 
of  the  total  value  for  the  Middle  East  during  1970-76. 

During  1976  alone,  Iran's  imports  of  major  weapons  made  up  23  per 
cent  of  the  total  Third  World  value.  Supplies  to  the  Middle  East  are  s»ill 
clearly  dominated  by  the  two  great  powers,  but  there  are  indications  of  a 
future  change  in  this  pattern.  Other  European  suppliers  are  taking  more 
Iranian  orders,  for  example,  the  UK,  France  and  Italy;  and  only  Israel 


erIc 


402 


Toulvalut 
of  arm 

^^npocting  imporU 
.  lion  VStmtC 


of  Third  Sularteti 
World  recipieni 
total  counlricti 


Total  value 

of  country*!  ^eroentafe 

arms  importt  of  region*a 

UStmtf  toul 


Middle  Eatt  16  484  51 


FarEastJncI         5  434  /; 
Vict  Nam 


South  America       2  818  9 


North  Africa  2  474  H 


South  Asia  2  46t  H 


Iran 

4  900 

50 

Egvpt 

2H64 

17 

Israel 

2  785 

17 

Syria 

*  j^j 

to 

Iran 

1  Ml 

/ 

X 

C 

S.  Vict  Nam 

1  475 

27 

N  Vict  Nam 

881 

16 

S.  Korea 

662 

i2 

N   K  nrM 

u£  1 

1  / 
1 1 

Tai^^an 

o 

1  nallArlU 

C 

J 

Brazil 

612 

22 

to 

•to  1 

V  niic 

f  0 

IVrii 
rci  u 

J  J  J 

f  t 

f  J 

C-Cuauor 

1  J  / 

0 

Libya 

2091 

Morocco 

280 

// 

Tunisia 

54 

2 

Algeria 

49 

2 

India 

1  648 

67 

Pakistan 

675 

27 

Afghanistan 

60 

2 

Bangladesh 

49 

2 

Sri  Lanka 

17 

i 

Nepal 

13 

1 

Urtett 

auppliar  Peroantifi  Pourlarfaal  Farcanlap 

to  each  ofcountry*i  auppliera  ofret^'i 

country  total  per  regiofi  total 


USA 

45 

USA 

4i 

USSR 

89 

USSR 

38 

USA 

97 

UK 

9 

France 

4 

y/ 

7U 

USA 

100 

USA 

•  62 

USSR 

93 

USSR 

27 

USA 

99 

UK 

3 

y/ 

China 

• 
3 

AC 

95 

78 

USA 

33 

USA 

29 

UK 

28 

UK 

24 

France 

35 

France 

19 

UK 

47 

FR  Gennany 

12 

USA 

25 

PR  Gennany 

29 

USSR 

69 

USSR 

59 

France 

55 

France 

28 

France 

94 

USA 

8 

France 

45 

UK 

2 

USSR 

66 

USSR 

49 

China 

36 

UK 

17 

USSR 

100 

France 

II 

USSR 

90 

China 

10 

UK 

41 

UK 

38 

Syb^haran          1  536           5            Zaire  233 

Afrki                                            Uianda  210 

Nigeria  157 
Moiambiquc      *  )2 

Tanzania  107 

Zambia  % 

South  Africa             779             2  779 


Central  America        426            /             C  uba  168 

Mexico  138 

El  Salvador  32 

Guatemala  23 

Panama  18 

Nicaragiia  1 8 

(>OMP*a                      3             0.01          Fiji  3 


HMWorW  total  32  427  100 


*  At  constant  1973  prices. 


ERIC 


IS 
14 
10 
9 
7 
6 


39 
32 
8 
5 
4 
4 

ioo 


France 

USSR 

USA 

USSR 

China 

USSR 


USSR 

UK 

Israel 

USA 

USA 

Israel 

USA 


76 
48 

40 

100 
79 
31 


100 
81 
81 
61 
22 
98 

100 


USSR 
France 
USA 
China 


France 
Italy 
Jordan 
Israel 

USSR 
UK 
USA 
Israel 


USA 


32 
21 
II 
9 


Si 
19 
18 
4 

39 
29 
16 
14 


iOO 


A  04 


4U1 


will  for  the  foreseeable  future  continue  to  rely  almost  exclusively  on  the 
USA  for  its  import  requirements.  The  alternative  for  Israel,  rather  than 
trying  to  diversify  its  sources  of  major  arms,  would  be  to  invest  in  domestic 
arms  industries.  Saudi  Arabia  has  placed  Urge  orders  with  US  companies, 
but  France  will  in  future  become  a  more  prominent  arms  supplier  to  that 
country. 

In  gereraK  the  present  long-term  plans  by  Saudi  Arabia,  Kuwait  and 
some  of  the  other  so-called  "oil  states**  include  heavy  investment  in  the 
joint  Arab  arms  industry  in  Egypt,'  where  the  first  big  projects  at  present 
being  discussed  and  negotiated  are  for  French-  and  British-licensed 
weapons  (for  example,  the  Mirage  F-l  fighter,  the  Hawk  fighter,  the 
Swingfire  anti-tank  missile  and  the  Lynx  helicopter). 

The  countries  relying  exclusively  on  arms  supplies  from  the  Soviet 
Union  for  the  period  1970-76  are  Egypt,  Syria  and  Iraq.  This  pattern  is 
also  changing,  however,  a  trend  which  will  show  up  in  future  statistics.^ 
Egypt  has  turned  from  the  Soviet  Union  to  France  and  Britain,  and  also 
imported  military  transport  aircraft  from  the  United  States  after  1974. 
Iraq,  a  country  to  which  the  Soviet  Union  has  supplied  97  per  cent  of  all 
its  major  arms  imports  since  1970  (see  table  8,3),  has  placed  large  new  orders 
in  France. 

The  second  largest  arms-importing  Third  World  region  is  the  Far  East, 
where  the  impact  of  the  Indo-China  War  is  clearly  visible  in  the  arms 
trade  data.  Viet  Nam  has  therefore  consistently  been  shown  separately  in 
SIPRI  arms  trade  data  (see  table  8.4).''  It  should  be  emphasized  that  these 
statistics  cannot  be  taken  as  a  direct  measure  of  military  intervention,  since 
the  total  cost  of  the  US  involvement  in  Indo-China— and  also  of  the 
preceding  French  involvement— by  far  exceeded  the  value  of  military  aid 
and  arms  supplies  to  the  South  Vietnamese  forces.  The  higher  value  of 
US  arms  supplies  to  South  Vict  Nam  as  compared  to  Soviet  supplies  to 
North  Vict  Nam  is  rather  an  illustration  of  the  difference  in  strategy 
between  a  technologically  advanced  nation  and  a  technologically  under- 
developed nation  the  North  Vietnamese  relied  on  the  principles  of 
guerrilla  warfare  and  concentrated  essentially  on  manpower  and  light 
arms,  which  are  not  included  in  the  SlPRl  statistics.  The  major  share  of 
North  Viet  Nam's  arms  imports  is  accounted  for  by  the  SAM-2  and  SAM-3 
air  defence  systems  deployed  around  Hanoi  and  Haiphong,  which  ac- 
counted for  66  per  cent  of  all  the  major  arms  imports  to  this  country 

•  The  Arah  Organi/anon  for  Indusiriali/ation  (AOI),  a  pan-Arab  arms  industry  with  head- 
quarters in  Cairo.  N\as  set  up  in  April  1975  \Mth  a  starting  capital  of  SI  040  mn.  The  original 
members  include  lg>pt.  Qatar.  Saudi  Arabia  and  the  United  Arab  Emirates;  Kuv^ait  has 
also  made  financial  contributions  and  .s  reportedly  interested  in  joining. 

•  The  arms  trade  statistics  cover  onl>  v^capons  delivered  and  not  those  on  order:  see  chapter  9. 
No  SIPRI  data  arr  at  present  available  for  the  unified  country  of  Viet  Nam  from  1975 
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Tabic  1,4.  Imports  of  oMjor  wMpom  ky  North  and  Smith  Viet  Nam,  I954-7S 
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during  the  1970s.  Considerably  less  effort  was  devoted  to  acquiring 
supplies  for  the  air  force,  and  only  a  minor  share  went  to  the  typically 
conventional  army's  inventory  of  tanks,  armoured  cars  and  other  armoured 
vehicles.  North  Viet  Nam  had  no  navy  to  speak  of,  and  was  equipped  only 
with  river  gunboats  and  other  light  craft. 

The  US-supported  military  forces  of  South  Viet  Nam  illustrate  another 
military  strategy — heavy  investment  in  the  air  force  (in  addition  to  the 
US-piloted  fleet),  in  a  conventional  army  equipped  with  tanks,  and  »n  a 
navy. 

The  political  dimension  of  arms  supplies  is  also  well  illustrated  by  the 
two  Korean  nations:  South  Korea  relies  on  the  USA  for  99  per  cent  of  its 
major  arms  imports— a  trend  which  is  not  likely  to  be  reversed  easily,  as 
South  Korea  is  investing  more  heavily  in  a  local  arms  production  capacity 
with  US  aid— and  North  Korea  relies  on  the  Soviet  Union  for  91  per  cent 
of  its  major  arms  imports,  the  remainder  being  covered  by  China.  North 
Korea  is  also  putting  much  effort  into  achieving  ^  'ocul  production  capacity 
exclusively  under  Soviet  licences. 

Taiwan  is  one  of  the  relatively  few  nations  that  have  so  far  been  given 
access  to  US  military  know-how  (the  sale  of  production  licences  beivg 
most  common  for  the  UK  and  France),  most  significantly  with  the  local 
production  of  Northrop's  F-5E  Tiger-2  fighter,  which  started  in  1974. 

In  Latin  America,  the  US  position  as  the  dominant  arms  supplier  has 
been  eroded  in  favour  of  the  UK  and  France,  and  s.  .*:ral  large  orders, 
particulariy  for  submarines,  have  been  placed  with  FR  Germany. 
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Venezuela,  the  region'i  ♦•oil  lUtc",  has  shown  a  sharp  increase  in  arms 
imporu  during  the  past  decade.  Both  Brazil  and  Argentina,  the  two  largest 
importers  in  the  region^  also  invest  heavily  in  domestic  arms  industries. 
Particular  interest  is  shown  in  achieving  a  naval  production  capacity- 
Argentina  is  producing  six  "Amazon*'-class  frigates  and  one  Type  42 
destroyer  under  partial  British  licence  Brazil  is  producing  two  "Niteroi**- 
class  destroyers,  also  under  British  licence  and  with  technical  assistance 
firom  the  UK. 

The  position  of  North  Africa  as  the  fourth  region  according  to  volume 
of  arms  imports  is  due  to  the  military  build-up  by  Libya  alone.  Libya  has 
turned  to  the  Soviet  Union  for  arms,  while  the  other  three  countries  remain 
customers  of  their  former  colonial  power,  France. 

In  South  Asia,  India  stands  out  as  the  largest  buyer,  depending  heavily 
on  the  Soviet  Union.  Most  of  the  arms  acquired  by  India  have  been  on 
licence  from  the  USSR— notably  the  MiG-21,  including  its  Atoll  missiles. 
India  also  produces  British  and  French  aircraft  and  missiles,  and  is  actively 
engaged  in  the  development  of  local  designs,  so  far  not  too  successfully. 
The  fighter-bomber  HF-24  Marut,  begun  in  1956,  has  still  not  achieved  the 
planned  capacity  due  to  design  and  cost  problems  with  the  engine. 

In  the  South  Asian  region,  Bangladesh  and  Afghanistan  also  number 
among  the  customers  of  the  USSR.  Pakistan  has  purchased  most  of  its 
heavy  equipment  from  China,  but  in  future  other  suppliers  will  take  a 
bigger  share  of  the  market— in  particular  France,  with  negotiations  under 
way  for  the  local  production  of  the  Mirage  F-I. 

In  sub-Saharan  Africa,  the  two  former  colonial  powers— the  UK  and 
France— dominated  the  arms  trade  market  until  the  early  1970s.  During 
the  period  1970  76,  the  Soviet  Union  supplied  32  per  cent  of  the  region's 
arms  imports,  but  this  share  is  due  mainly  to  large  imports  of  fighter 
aircraft  and  tanks  by  Uganda,  and  to  large  supplies  to  Mozambique 
during  1976  alone. 

For  South  Africa,  the  pattern  of  arms  imports  illustrates  the  effects  of 
the  1963  embargo  imposed  by  the  United  Nations.  This  meant  that  the 
UK,  the  former  dominant  supplier,  fell  back  in  favour  of  France  and  Italy, 
which  have  sold  production  licences  for  Mirage  fighters  and  counter- 
insurgency  aircraft.  In  reality  the  third  largest  supplier  to  South  Africa 
is  Israel,  which  has  sold  missile-armed  patrol  boats.  (The  inclusion  of 
Jordan  among  the  arms  suppliers  to  South  Africa  is  due  to  only  one 
transaction,  which  took  place  in  1974  when  Jordan  secretly  sold  its  used 
Tigercai  missile  system  and  Centurion  tanks  via  a  private  company  in 
Liechtenstein.  Some  of  these  arms  have  later  appeared  in  Rhodesia.) 

Finally,  in  Central  America.  Cuba  has  since  1960  dominated  in  arms 
imports,  relying  exclusively  on  the  Soviet  Union  for  its  major  arms. 
During  ihc  past  three  years  Cuba  has  also  begun  to  export  arms:  to 
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Angola  in  connection  with  its  military  and  manpower  aid  during  the  civil 
war,  and  to  Peru  in  1977  with  the  delivery  of  12  ex-Cuban  Air  Force 
MiG-2ls. 

The  pattern  of  imports 

Like  the  Third  World  exporters,  the  importers  in  this  region  can  be  grouped 
by  pattern  of  arms  purchases.  The  first  and  most  obvious  group  consists 
of  those  countries  directly  involved  in  war  or  in  civil  war,  or  visibly  close 
to  or  threatened  by  armed  conflict  at  a  given  time.  Examples  of  such 
countries  are  Cuba,  Egypt,  Ethiopia,  India,  Iraq,  Israel,  North  and  South 
Korea,  Nigeria,  Somalia,  South  Africa,  Syria  and  Vict  Nam. 

A  second  prominent  group  today  consists  of  what  might  be  called  the 
most  developed  nations  in  the  underdeveloped  regions— countries  with 
regimes  that  strive  for  regional  dominance,  such  as  Brazil,  India,  Iran  and 
South  Africa. 

A  third  category  is  a  more  loosely  defined  group  of  countries  where  the 
decision  to  build  up  or  to  modernize  their  armed  forces  is  part  of  a 
general  drive  towards  industrialization  or  an  expression  of  every  nation*$ 
per  se  legitimate  demand  for  ''national  security**.  This  is,  of  course,  a 
broad  generalization,  and  in  reality  there  is  a  certain  degree  of  interaction 
between  the  various  factors  leading  to  a  decision  to  import  a  certain  type 
of  weapon. 

Within  the  three  groups  outlined  above,  two  additional  factors  deter* 
mining  the  type  and  the  volume  of  arms  imports  are  at  work— namely, 
the  size  of  foreign  exchange  earnings  and  the  interests  of  the  two  great 
powers.  Trends  in  the  flow  of  weapons  tend  to  support  the  contention 
that  the  interests  of  the  leading  arms  suppliers  are  the  most  important 
single  determinant.  In  addition  to  the  fact  that  there  was  no  great  increase 
in  the  number  of  conflicts,  this  would  explain,  for  instance,  the  big  rise 
in  arms  supplies  to  the  Third  World  at  the  end  of  the  1950s.  Several 
African  countries  did  achieve  independence  in  this  period,  but  the  volume 
of  their  arms  imports  was  too  low  to  explain  the  increase.  The  rise 
occurred  because  of  the  US  policy  of  arming  what  were  known  as  the 
"forward  defense  areas**  around  the  socialist  bloc,  and  because  competition 
between  the  two  great  powers  intensified  as  the  Soviet  Union  entered  the 
markM  in  I9SS.  Until  then,  the  Soviet  Union  had  adhered  to  a  policy  of 
giving  military  support  to  socialist  regimes  alone.  But  following  the  general 
change  in  foreign  policy  away  from  the  ''two-camp  theory**  to  the  "theory 
of  peaceful  co-existencc'\  the  Soviet  Union  notably  changed  its  approach 
towards  underdeveloped  countries.  With  the  ideological  acceptance  of  a 
third  force,  or  the  non-aligned  countries,  Soviet  arms  supplies  to  the  Third 
World  drastically  increased. 
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The  impact  of  industrialized  countries*  supplier  interests  is  similarly 
illustrated  by  the  even  higher  relative  and  absolute  increase  in  arms 
deliveries  beginning  in  1970.  With  the  1973  oil  crisis,  the  position  of  the 
industrialized  world  vij-a-vii  the  oil-producing  countries  changed:  the 
big  arms'producing  nations  found  that  by  meeting  the  oil  producers* 
demands  for  the  most  sophisticated  armaments,  they  could  somewhat 
compensate  for  the  negative  balance  of  payments  resulting  from  the 
increase  in  oil  prices.  The  difference  in  supplier  policy  from  the  1950s 
and  early  1960s  is  simply  that  economic  rather  than  political  interests 
determine  the  efforts  of  the  supplying  countries  to  export  arms. 


//A  The  weapons 

The  qualitative  aspect  of  the  general  trend  in  the  spread  of  arms  supplies 
to  the  Third  World  can  be  expressed  thus:  during  the  1950s  the  arms 
exported  to  underdeveloped  nations  were  in  general  surplus  or  obsolete 
types,  or  second-hand— that  is,  the  type  was  sold  after  having  been  re- 
placed in  some  branch  of  the  military  in  the  industrialized  country. 
Moreover,  these  arms  were  single  weapons,  which  required  little  more 
in  the  way  of  spares,  support  equipment  and  service  than  did  a  civilian 
product.  The  sophisticated  arms  now  being  developed,  produced  and 
traded  are  not  single  weapons  but  rather  weapon  systems,  often  requiring 
large  additional  investments  for  the  buyer  in  training  and  education  both 
of  operators  and  technical  staff,  outside  aid  in  the  form  of  technical  and 
military  advisers,  a  special  infrastructure,  and  perhaps  even  a  reorganiza- 
tion of  the  structure  of  the  armed  forces. 

For  example,  in  1952  South  Africa  purchased  50  DeHavilland  Vampire 
bombers,  all  from  British  surplus  stocks,  and  most  of  these  aircraft  had 
been  in  service  during  World  War  II.  At  that  time  this  acquisition  repre- 
sented a  first  step  towards  equipping  a  modern  air  force,  although  the 
delivery  consisted  of  only  50  aircraft.  The  next  generation,  the  French 
Dassault  Mirage-3  that  began  to  arrive  from  1963,  represented  a  transition 
to  a  weapon  system,  its  capacity  being  multiplied  by  the  air-to-air  and 
air-to-surface  missiles  on  board.  With  the  advances  in  the  producing 
countries  in  the  field  of  missile  technology  and  military  electronics,  the 
complexity  or  sophistication  of  modern  major  armaments  became  a 
reality. 


One  indic;)tor  of  the  spread  of  sophisticated  armaments  to  the  Third  World 
is  the  acquisition  of  modern  combat  aircraft,  with  new  capabilities  ranging 
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from  all-wcathcr  types  to  versions  carrying  infra-red  guided  missiles, 
electronic  countcrmeasurcs  equipment,  such  miscellaneous  equipment  as 
bombs  and  napalm  tanks,  and  so  t>n.  Table  8.5  shows  the  spread  of  super- 
sonic Aghter  aircraft  to  the  I  hird  World  since  I960:  the  criterion  of  super- 
sonic speed  is  used  to  indicate  ihc  level  of  technological  sophistication  also 
found  in  the  inventories  of  the  major  industrialized  arms-producing  nations 
and  because  nearly  all  these  aircraft  produced  after  I960  were  armed  with 
missiles  and  such  other  armaments  as  cannons,  machine-guns,  bomb  loads 
and  napalm  tanks.  By  the  1970s  de\elopments  in  these  aircraft  had  reached 
the  stage  mentioned  above  -away  from  a  single  weapon  to  a  weapon 
system  with  an  enhanced  destructive  capacity. 

The  hrst  two  generations  of  fighter  aircraft  designed  and  produced 
after  1945  were  still  described  by  their  specific  single  roles,  for  example, 
lighter,  fighter-bomber,  and  so  on  In  comparison,  the  most  recent  ones 
are  described  by  such  dual-  and  n  Iti-roles  as  multi-mission  fighter  and 
attack,  air  combat,  air  superiority  fighter  and  so  on.  For  example,  the 
French  Mirage  F-l,  described  as  a  single-seat,  multi-mission  fighter  and 
attack  aircraft,  with  a  maximum  level  speed  at  high  altitude  of  Mach  2,2, 
carries  the  following  standard  weapon  system;  two  30-mm  cannons  and 
one  air-to-air  missile  under  each  wingtip.  For  the  interception  role,  the 
externally  mounted  weapons  include  Matra  R-530  radar  homing,  or 
infra-red  homing,  air-to-air  missiles  on  underfuselage  and  inboard  wing 
pylons,  and  a  Sidewinder  or  Matra  550  air-to-air  missile  at  each  wingtip 
station.  For  ground  attack  duties,  typical  loads  may  include  one  AS-37 
Martel  anti-radar  missile  or  AS-30  air-to-surface  missile,  eight  450-kg 
bombs,  four  rocket  launchers  with  18  air-to-ground  rockets  each,  or  six 
600-litre  napalm  tanks.  Externally,  the  F-l  can  also  carry  auxiliary  fuel 
tanks,  pholollash  containers  and  a  reconnaissance  pod  with  a  SAT 
Cyclope  infra-red  system  and  EMI  side-looking  radar.  The  plane  also 
carries  advanced  electronic  equipment  for  various  roles  such  as  a  Doppler 
radar  and  bombing  computer,  navigation  computer,  position  indicator, 
laser  rangctinder  and  terrain-avoidance  radar. 

However,  technological  sophistication  alone  does  not  signify  the  com- 
plete military  capacity  of  a  nation,  or  the  political  and  military  intentions 
of  a  particular  regime.  A  breakdown  of  the  types  of  fighter  aircraft  delivered 
to  Third  World  countries  does,  however,  reveal  some  interesting  aspects.' 

Those  regimes  which  have  invested  in  achieving  a  conventional  air  force 
with  a  modern  strike  capacity  have  largely  pursued  the  same  path — 
varying,  of  course,  according  to  political  orientation  towards  East  or  West. 
The  customers  of  the  West  first  r^^ceived  more  or  less  obsolete  fighters  and 
bombers  left  over  after  1945,  sue  i  as  the  British  Spitfire  and  Vampire  and 

'  A  computerized  breakdov^n  by  lypc  of  major  weapons  delivertd--categorized  by  both  seller 
and  buyer-  will  in  future  be  available  on  request  from  SIPRI. 
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the  French  Oumgon.  From  1953,  Rockwell  Internationars  F-86  Sabre 
fighter  was  found  in  the  Third  World  inventories  and  was  eventually  sold 
to  as  many  as  13  nations,  Taiwan*s  acquisition  may  serve  to  illustrate  a 
typical  import  curve,  starting  with  F-86Fs  armed  with  Sidewinder  missiles 
in  1954,  then  the  F-104  Surfighter  in  I960,  followed  by  Northrop's  F-5A 
Freedom  Fighter  in  1965,  and  the  F-5E  Tiger-2  in  1974,  the  latter  being 
assembled  under  licence. 

The  Israeli  inventory  includes  other  of  the  types  most  often  sold  to 
Third  World  countries  in  this  period.  During  the  1950s  Israel  received  old 
French  Ouragons  and  Mystire  4s,  replaced  in  1962  by  the  then  considered 
highly  advanced  Miragc-3  fighter-bomber.  From  1968,  large  deliveries 
began  of  several  hundred  McDonnell  Douglas  A-4  Skyhawks  and  F-4 
Phantoms,  to  be  replaced  in  turn  by  the  new  fighters  for  the  1980s— the 
McDonnell  Douglas  F-15  Eagle  from  1976  and  the  General  Dynamics 
F-16  from  1980.  The  F-16,  which  eventually  won  the  NATO  order  in  the 
competition  for  the  ''aircraft  deal  of  the  century'',  will  also  be  found  in 
Iran  from  1980.  In  competition  with  these  latest  US  models,  the  French 
Mirage  F-1  has  won  several  orders,  for  example  from  Kuwait,  Libya, 
Saudi  Arabia  and  South  Africa. 

The  typical  sequence  for  importers  turning  to  the  USSR  may  be  illus- 
trated by  the  case  of  Syria,  which  received  MiG-lSs  and  -17s  during  the 
late  1950s,  followed  by  MiG-2ls  armed  with  Atoll  air-to-air  missiles  in 
1967  and  the  more  advanced- version  MiG-21  MF  in  1972,  and  then  the 
MiG-23  from  1974. 

While  these  aircraft  represent  the  result  of  a  technological  arms  race 
among  the  producers  (sec  table  8.5,  above),  the  Third  World  customers 
have  also  concentrated  on  acquiring  light  aircraft,  after  the  Viet  Nam  War 
generally  referred  to  as  counter-insurgency  types. 

Large  numbers  of  armed  helicopters  and  armed  jet  trainers  have  spread 
all  over  the  region--among  the  largest  customers  are  Iran,  with  over  500 
Bell  helicopters,  and  South  Africa,  where  the  Italian  Aermacchi  MB-326 
GB/K  is  produced  under  licence  as  the  COIN  types  Impala-1  and  Impala-2. 
The  MB-326  GB  has  also  been  licence-produced  in  Brazil  since  1971  as  the 
COIN  type  AT-26  Xavante,  and  has  been  purchased  by  Argentina,  Bolivia, 
Zaire  and  several  other  nations.  Another  Italian  plane  with  a  COIN  role 
is  Siai-Marchetli's  SF-260W  Warrior,  purchased  by  Ecuador.  Morocco, 
Thailand.  Zaire  and  Zambia.  Among  the  most  popular  US  COIN  aircraft 
are  the  Rockwell  OV-10  Bronco,  and  the  Cessna  A-37,  sold  during  the 
past  five  years  to  Chile,  South  Korea  and  Venezuela,  among  others. 
Finally  the  Italian  AM-3C  and  ltalian->US  AL-60  light  planes  are  used 
for  the  COIN  role  in  South  Africa.  The  widespread  need  for  and  import 
of  this  type  of  aircraft  in  Third  World  countries  is  of  interest  when  con- 
sidering their  protests  in  the  United  Nations  against  even  discussing  the 
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registration  of  the  arms  trade,  arguing  that  the  poor  nations  in  the  world 
need  these  arnfiaments  Tor  seir-derence. 


The  second  indicator  of  the  advance  of  military  technology  is  the  spread  of 
missile  weapon  systems  to  the  Third  World  (see  table  8.6).  The  most 
widely  acquired  types  during  the  IVSOs  and  1960s  were  the  standard 
systems  arming  US,  French  and  Soviet  fighters,  that  is,  the  Sidewinder 
air-to-air  missile,  the  Sparrow  air-to-air  missile,  the  French  AS-12  and 
AS- II  missiles  on  helicopters  and  the  Matra  R-S30  on  Mirage  aircraft, 
and  the  Atoll  air-to-air  missile  on  the  many  versions  of  the  MiG-2l.  The 
later  version  of  the  Phantom  fighter,  the  F-4E,  carries,  in  addition  to 
Sidewinder  and  Sparrow,  the  Hughes  Maverick  air-to-surface  missile. 

The  new  generation  of  air  combat  missiles  for  the  1980s  so  far  includes 
the  Hughes  Phoenix  air-to*air  missile  Tor  Iran's  and  Israel's  F-IC  fighters, 
and  the  Rockwell  Condor  air-to-surface  missile.  The  British  BAG  Sea  Skua 
air-to-ship  missile,  arming  Lynx  helicopters  and  sold  to  Brazil  among 
other  customers,  is  another  of  the  new  products  on  the  missile  market. 

The  first  armoured  vehicles  equipped  with  anti-tank  missiles  began  to 
appear  on  a  large  scale  in  Third  World  countries  from  1962.  In  particular, 
many  of  the  Soviet  customers  have  received  large  numbers  of  the  AT-I, 
AT-2  and  AT-3  systems.  The  British  BAG  Vigilant  was  also  widely 
acquired. 

More  recent  anti-tank  missiles  incorporate  more  complex  technology, 
such  as  the  popular  Hughes  TOW  system^  which  can  also  be  used  as  an 
air-to*ground  system.  Iran  has  purchased  a  large  number,  both  for  mfantry 
use  and  to  arm  its  Bell  AH- 1 J  attack  helicopters.  TOW  was  amply  demon* 
strated  as  a  helicopter  weapon  in  Viet  Nam— the  missile  can  be  fired  even 
at  high  speeds  and  still  hit  the  target.  It  is  operated  automatically,  the 
gunner*s  task  being  only  to  keep  his  target  in  sight  by  telescope  during 
missile  flight.  The  light  source  in  the  missile  is  tracked  by  a  sensor  which 
measures  the  angle  between  the  gunner's  sight  line  and  the  flight  direction 
of  the  missile.  These  displacements  are  transformed  by  the  computer  into 
guidance  commands  for  the  missile. 

During  the  1973  Middle  East  War,  the  small  portable  Soviet  SA*7  anti* 
tank  weapon  made  an  impression  as  a  highly  lethal  and  easily  handled 
weapon.  It  was  subsequently  used  by  the  guerrilla  forces  in  Angola, 
Guinea-Bissau,  and  Mozambique.  The  new  West  German-French  anti* 
tank  weapons,  Euromissiles  HOT  and  Milan,  were  developed  according 
to  the  same  principles  as  the  SA*7  and  have  since  been  delivered  to  a 

•  TOW  «  Tube-launched,  Optkatly-tracked,  Wire-guided. 
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Sourer  see  v^urce  to  table  8,6. 


1 


416 


number  of  countries.  The  ship-toship  or  ship-to-air  missile  systems 
appeared  in  the  Third  World  inventories  from  t96K  one  widely  sold  type 
being  the  Soviet  Styx  missile,  arming  **Komar**-  and  **Osa"-class  patrol 
boats.  On  missile  boats  sold  during  the  1970s,  the  most  common  arma- 
ments are  the  US  Harpoon  and  the  French  Exocet.  A  new  product  so  far 
sold  to  Singapore,  South  Africa  and  Taiwan  is  the  Israeli-designed 
Gabriel  ship-to-ship  missile. 

The  fixed  or  mobile  land-based  anti-aircraft  missile  systems  in  a  way 
represent  a  weapon  category  of  their  own.  The  first  such  systems  intro- 
duced in  the  Third  World  were  the  US  Honest  John  and  Nike  Hercules, 
delivered  to  South  Korea  and  Taiwan  in  1959.  From  1961,  the  Soviet  SA-2 
entered  the  market,  beginning  in  Cuba  and  Indonesia.  Since  then  practi- 
cally all  Soviet  customers  have  received  one  or  several  of  the  SA-2,  SA-3, 
SA-4  and  SA-6  systems.  During  the  1970s,  the  Raytheon  Advanced  Hawk 
has  been  sold,  particularly  in  the  Middle  East,  in  competition  with  the 
South  African-financed,  French-developed  Crotale.  The  most  recent 
systems  introduced  in  the  Middle  East  also  represent  the  most  advanced 
technology;  the  US  Lance  surface-to-surface  missile  to  Israel,  and  the 
Soviet  Scud  to  Egypt,  Iraq,  Libya  and  Syria,  both  capable  of  carrying 
nuclear  warheads  and  both  being  long-range  systems. 


Armourrd  yehkles 

The  import  of  armoured  vehicles  of  post- 1945  design  is  shown  in  table  8.7. 
In  the  breakdown  by  the  categories  of  main  battle  tank,  light  tank  and 
armoured  car  or  armoured  personnel  carrier,  the  latter  type  dominates 
the  army  inventories  of  the  Third  World  customers.  Armoured  cars  are 
among  those  weapons  which  have  proved  highly  useful  for  internal 
security  roles.  The  US  Ford  M-113,  the  French  Panhard  car  and  the 
Soviet  BTR-40/50  are  the  most  common  types,  along  with  the  British 
Saracen,  Saladm,  Ferret,  Scorpion  and  Fox.  Comparatively  few  of  those 
countries  listed  in  table  8.7  have  acquired  main  battle  tanks  for  the  con- 
ventional warfare  role;  among  these  countries  arc  of  course  the  nations 
which  have  been  or  are  involved  in  major  conflicts,  such  as  for  example 
Israel  and  Egypt.  The  armed  clashes  between  Ethiopia  and  Somalia  in 
1977  involved  Soviet  tanks  and  armoured  cars  on  both  sides,  as  well  as 
MiG  fighters  from  both  air  forces. 

Some  armoured  vehicles  are  produced  under  licence,  for  example  a 
development  of  the  British  Vickers  37-ton  in  India,  known  as  Vijayanta, 
and  the  French  Panhard  cars  in  South  Africa.  Brazil  is  one  of  the  very 
few  Third  World  countries  to  have  put  indigenous  designs  into  production 
—the  EE-9  and  EE-I I  armoured  cars,  now  being  sold  to  Saudi  Arabia.  The 
latest  models  of  the  M-l  13  are  usually  equipped  with  the  TOW  anti-tank 
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•  Included  are  only  pott-1945  designa,  confined  to  the  foltowing  combat  typct:  corvettes,  aircraft  carriers,  cruisers,  destroyers,  fast  patrol  boats,  frigates, 
gunboats  and  torpedo  boats. 

Seirce;  see  aouroe  to  table  1.6. 
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miftsile*  and  generally  it  can  be  said  that  through  the  developments  of 
new  types  of  ammunition  and  small  arms  (high-speed  bullets,  and  so  on) 
the  destructive  capacity  of  these  types  of  weapon  i&  by  1977  much  superior 
to  that  of  weapons  from  the  19SOs. 

Wanypt 

In  general,  the  navy  is  the  last  of  the  military  branches  of  Third  World 
countries  to  receive  modem  equipment  of  the  same  type  as  that  of  the 
main  naval  powers  of  the  industrialized  world,  for  both  technical  and 
strategic  reasons.  In  fact,  few  Third  World  nations  possess  a  navy  at  all, 
that  is,  with  submarines,  destroyers  and  other  heavy  warships.  Those 
nations  which  do  possess  a  navy  arc  found  primarily  in  Latin  America 
and  the  Far  East,  for  example,  Argentina,  Brazil,  Chile,  India,  Indonesia, 
Pakistan  and  Peru,  and  among  the  future  big  naval  powers,  Iran  and 
South  Africa  are  rapidly  investing  in  such  a  capacity  for  the  Indian  Ocean 
(see  table  8.8).  The  most  common  type  of  warship  in  the  Third  World 
is  the  fast  patrol  boat,  after  1970  normally  equipped  with  ship-to-ship 
missiles.  Another  new  type  of  navy  warship  is  represented  by  armed 
hovercraft.  Iran  now  has  the  world's  first,  and  largest,  military  hovercraft 
fleet. 

Thus,  table  8.8  includes  relatively  few  heavy  warships,  and  most  of 
those  destroyers  and  frigates  imported  were  built  before  1945  and  then 
refurbished  and  modernized.  France  and  FR  Germany  are  the  leading 
exporters  of  modern  submarines,  the  ''Daphne"-class  and  Type  209.  The 
Soviet  Union  mostly  exports  types  that  were  produced  during  the  1950s 
and  have  served  some  time  in  the  Soviet  navies.  The  first  nation  to  receive 
a  modern  missile-armed  frigate  was  Iran,  which  in  1971  received  delivery 
of  the  British  SAAM-class  equipped  with  two  types  of  naval  warfare 
missile,  and  Argentina,  Brazil  and  India  are  the  only  nations  so  far  capable 
of  producing  modern  frigates  equipped  for  anti-submarin-^  warfare,  all 
under  British  licence  and  with  a  heavy  input  of  British  technical  assistance. 


/K  Conclusions 

The  conclusions  to  be  drawn  concerning  this  evermore  unlimited,  un- 
controlled and  increasingly  commercialized  dispersal  of  weapon  systems 
from  the  industrialized  world  around  the  globe,  are  as  follows: 

1 .  There  is  no  evidence  that  arms  transfers  per  se  contribute  to  national 
security  for  the  buyer.  The  reverse  may  be  equally  possible. 

2.  There  is  no  causal  relationship  between  supplies  of  arms  and  the 
creation  of  political  goodwill  at  the  receiving  end.  Rather  the  opposite  is 


423 


420 


true— goodwill  between  the  respective  governments  may  result  in  arms 
deals,  among  other  relationships. 

3.  For  poor  countries,  the  investment  in  major  weapons  and  weapon 
industries  depends  mostly  on  the  success  or  sales  campaigns  Trom  the 
producing  companies  and  governmental  sales  agencies,  and  results  in  a 
drain  of  the  scarce  resources  needed  Tor  civilian  economic  development. 

4.  For  the  producing  nations,  arms  exports  are  or  most  importance  at 
the  industry  level,  Tor  the  profit  and  existence  of  the  single  enterprise  and 
its  work  Torce. 

5.  ir,  in  Tuture,  nuclear  weapons  also  begin  to  be  widely  traded,  along 
with  their  carriers,  the  uncontrolled  transfer  of  arms  may  become  an  even 
greater  danger  to  world  security. 
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milMIlIT  OF  HOIK.  JOSEPH  E.  KARTH,  PUfllBEHT  AMD  OEiriRAL 
lUVAOIB,  AMEEIGAI  LEAGUE  lOK  niTEBirATIOirAL  fEOUKITT 
AS8ISTAXCE,  IHC* 

Mr.  Earth.  Thank  you,  Mr.  Chairman. 

I  might  say,  to  the  members  of  the  conunittee,  that  I  feel  veiy 
inadequate  on  this  side  of  the  table.  1  always  viewed  those  who  testi* 
fled  on  subject  matters,  when  I  sat  on  your  side  of  the  table,  as  rather 
inadequate  because  I  had  spent  so  many  hundreds  of  hours  listening 
to  testimony  and  gathered  so  many  points  of  view,  and  so  much  infor- 
mation, and  conversed  with  so  many  of  my  colleagues  on  the  matter, 
and  conversed  with  so  many  people  from  the  executive  branch  on  the 
matter,  I  thought  those  who  appeared  on  this  side  of  the  table  were 
in  large  part  inadequate.  This  is  the  way  that  I  feel  today. 

Mr.  Chairman,  Mr.  Best  and  I  will  do  the  very  best  we  can  in 
bringing  to  you  our  views  on  the  current  foreign  military  sales  con- 
trol program,  and  possibly  some  suggested  changes  in  that. 

Mr.  Sest,  on  my  right,  until  March  of  1977,  as  you  know,  Mr.  Chair- 
man, was  the  chief  economist  for  Uie  Senate  Finance  Conunittee,  where 
he  served  for  more  than  a  decade.  He  is  now  vice  president  for  the 
American  League  for  International  Security  Assistance,  and  we  are 
venr  delighted  to  have  him  aboard. 

Sefore  giving  our  views,  Mr.  Chairman,  let  me  briefly  describe  the 
American  Lieague  for  International  Security  Assistance. 

ALISA,  as  we  call  it,  is  slightly  beyond  1  year  old,  and  that  makes 
it  a  very  young  organisation,  but  it  is  a  unique  organization  inasmuch 
as  it  is  a  labor-mana^ment  organization  currentlv  composed  of  3 
national  and  international  unions,  representing  aoout  3.5  million 
workers  and  approximately  30  Amencan  corporations  engaged  in 


*IT.H.  Congress.  House.  Committee  on  International  Relations.  Sabcommlttee  on  Inter- 
national Securttj  and  Scientific  Affairs.  Foreign  Assistance  Legislation  for  fiscal  year 
11*79  (Part  2)  :  llenrlnjarit.  Washln«lt»n.  r.S,  (njvt.  I»rlnt.  Oflf..  1»78.  p.  44. 
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exporting  billions  of  dollars  worth  of  American  manufactured  goods 
and  services  every  year. 

A  list  of  our  membership  is  attached,  so  we  don't  have  to  talk 
about  that* 

These  companies,  which  are  members  of  ALISA^  employ  close  to 
735,000  Americans  in  all  50  Stat^  plus  the  District  of  Columbia. 
ALISA's  principal  goal  is  to  encourage  exports  of  American  goods  and 
services,  in  consonance  with  the  security,  foreign  policy^  and  economic 
goals  of  our  Nation. 

Before  we  discuss  the  conventional  arms  transfer  policy,  Mr.  Chair- 
man, in  which  this  conmiittee  has  a  great  responsibility,  we  should 
mention  that  the  members  of  ALISA  are  firmly  convinced  that  the 
United  States  needs  to  adopt  a  national  policy  that  encourages  the 
production  and  exjport  of  American-made  goods  and  services  if  we  are 
to  achieve  the  goafs  of :  (1)  full  employment;  (2)  greater  price  stability; 
and  (3)  protecting  the  integrity  of  the  dollar. 

We  strongly  believe  that  Amer'^a's  greatest  long-term  strength — 
our  industrial  ^  e — depends  importantly  on  the  high-technology 
sector  where  we  have  maintained  our  omy  competitive  advantage, 
and  even  in  some  of  those  areas,  Mr.  Chairman,  competition  is  Be- 
coming very  keen,  indeed. 

On  the  imniediate  issue  of  military  exports.  Mr.  Chairman,  ALISA 
affrees  fully  with  the  notion,  indeed  the  law,  that  tlie  primary  purpose 
of  arms  sales  must  be  to  enhance  world  peace  and  national  security. 
We  believe  that  such  determinations  can  only  be  made  on  a  case-by- 
case  basis.  Playine  with  numbers,  Mr.  Chairman,  year  after  year,  or 
for  that  matter  dfay  after  day,  is  nothing  more  than  a  game.  We 
suggest  that  it  could  be  dangerous. 

In  this  connection,  we  agree  with  the  very  balanced  and  thoughtful 
statement  made  by  Hon.  Stephen  Solarz  of  New  York  on  the  arms 
sales  issue  which  reads  as  follows:  I  undei-stand  he  has  been  <)uoted  on 
a  number  of  other  occasions,  but  let  me  quote  him  once  again. 

I  have  to  confess  that  I  am  uncomfortable  in  the  presence  of  those  who  iz&sist  on 
the  simplification  of  the  complex,  and  who  believe  that  arms  sales  are  either  un- 
mitigated evil,  or  an  unassailable  good.  Arms  sales  in  general,  it  seems  to  me,  are 
neither  good  nor  evil.  In  the  abstract  they  are  neither  helpful  nor  harmful  to  the 
national  interest.  But  arms  sales  in  specific  may  be  one  or  the  other,  and  whether 
they  are  or  not  can  only  be  rationally  determined  on  a  case  by  case  basis.  The 
ultimate  answer,  it  seems  to  ine,  to  the  problem  of  arms  sales,  lies  not  so  much  In 
unilateral  restraint,  as  in  multilateral  restrictions. 

Mr.  Chairman,  and  gentleman  of  the  committee,  that  statement  in 
a  nutshell,  summarizes  our  basic  philosophy  on  arms  sales. 

We  are  also  fully  co^izant  of  the  frustrations  which  Congress  has 
had  for  many  years  with  foreign  policy  made  solely  by  one  branch  of 
the  Government,  or  even  one  .or  two  officials.  We  are  aware  of  the 
widespread  feeling  that  during  the  Nixon-Kissinger  era,  foreign 
military  sales  may  have  been  too  facily  used  in  an  attempt  to  curry 
favor  with  foreign  leaders. 

We  were  here,  Mr.  Chairman.  We  know  your  emotions  and  feelings 
because  we  shared  them.  Our  concern,  however,  is  that  out  of  under- 
standable emotions  the  Coneress  may  use  blunt  instruments  to  swing 
the  i^ndulum  of  policy  too  far  in  the  other  direction. 

Ceilings  or  quotas,  regional  embargoes,  legislative  vetoes  or  ad- 
vanced approvals  by  535  members  of  particular  weapon  systems  to 


4Z& 


423 


particular  countries  are  not,  in  our  judgment,  a  rational  way  for 
Conffreea  to  participate  in  foreign  policy. 

We  believe  that  Congress  wants  to  be  a  willing  partner  in  our 
Nation  s  foreign  policy,  which  really  must  be  bipartisan,  rather  than 
oonatanUy  play  the  role  of  the  adversary,  using  legislative  vetoes  or 
ceilmgs  to  '^control"  foreign  policy. 

Frankly,  we  are  pussled  as  to  why  this  distinguished  committee 
does  not  receive  on  a  regular  or  organized  basis  the  kind  of  policy 
briefings,  reviews  of  the  geopolitical,  economic,  strategic  forces  that 
are  at  work,  m  which  your  views  are  genuinely  sought  on  foreim 
pohcy  objectives,  globally,  'Hrilaterally.'^regiondly,  East-West,  even 
countrv  by  country,  if  desired. 

In  the  context  of  our  foreign  policy,  foreign  military  sales  do  play  a 
role,  sometimes  minor,  sometimes  major,  depending  on  the  country 
^SiL.     circumstanccfli  and  you  have  a  right  to  understand  that  role. 

There  has  got  to  be  u  way  for  this  committee  and  the  Congress  as 
a  whole  to  play  a  more  constructive  part.  Perhaps  tk  j  Executive  can 

five  this  committee  a  general  outlook  on  military  exports  at  the 
eginnmg  of  each  fiscal  year  with  some  elaboration  of  anticipated 
security  needs  of  major  reg;ions  and/or  countries,  if  possible. 

This  should  provide  a  reaspnable  opportunity  for  Congress  to  under- 
stand the  program  and  how  prospective  sales  nt  into  our  foreign  policy 
and  our  security  objectives.  We  do  not  think,  however,  that  the 
Executive  should  be  tied  to  specific  weapon  systems  or  to  artificial 
ceilings. 

Security  and  political  situatioftn  change  dramatically,  making  it 
impossible  to  give  more  than  geneMl  parameters  of  anticipated  arms 
transfer  requirements  to  particular  countries.  In  our  judgment  recent 
events  have  documented  this  reality. 

We  suggest  that  the  committee  have  regular  meetings  with  the 
Secretary  of  State  and  the  President  if  need  be  to  establwh  the  kind 
of  cooperative  working  relationship  tha^  the  people  of  this  country 
deserve  from  their  elected  officials. 

Mr.  Chairman,  with  all  due  respect  to  the  Congress— and  we  were 
here  for  30  years  ourselves— we  honestly  believe  this  Nation  cannot 
have  a  foreign  policy  by  legislative  veto. 

Mr.  Chairman,  having  said  that,  let  us  describe  in  some  detail  our 
views  on  the  current  arms  transfer  policy  of  this  country. 

Mr.  Chairman,  we  believe  that  our  country's  economic  well-being, 
the  goals  of  the  Trade  Act,  as  well  as  the  more  lofty  goals  of  "foreign 
policy"  and  ''international  security"  cannot  be  well  served  by  the 
current  unilateral  restraint  program  on  what  are  characterized  as 
"arms  export." 

DEPlNlTlONAL  PROBLEMS  DISTORT  WORLD  ARMS  PICTURE 

Mr.  Chairman,  there  are  important  conceptual  issues  w^  would  like 
to  address  at  the  outlet.  We  feel  that  the  foreign  military  sales  orders 
do  not  reflect  the  level  of  world  arms  traffic.  Orders  reflect  future 
deliveries  which  may  be  spaced  out  over  a  5-year  period  or  even  longer. 
We  suggest  that  it  is  actual  deliveries  that  are  the  relevant  factor 
because  they  and  they  alone  reflect  actual  trade  and  have  immediate 
impact  upon  national  security. 
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Moreover,  Mr  C'hairman,  our  Government's  definition  of  '^arms 
transfers"  includes  a  large  volume  of  construction  equipment,  cement^ 
port  facilities  spare  parts,  nonoffensive  vehicles,  servicing,  which 
whue  admittetllv  contribute  to  security  capability,  give  an  overblown 
piccure  of  actual  arms  transfers. 

It  is  clear  in  Mrs,  Benson's  responses  to  the  chairman's  questions 
that  the  President  was  comparing  ''apples  with  oranges"  when  he 
stated  the  United  States  accounts  for  more  than  one-halt  of  $20  billion 
in  world  amis  sales.  His  advisers  are  wanting,  I  think,  Mr.  Chairman. 

Other  countries  do  not  count  '^services,^'  a  $3,3  biUion  item,  or 
construction  equipment  over  $1  billion.  Some  use  dehveries,  not  orders. 
Some  do  not  include  spare  parts.  There  are  simply  not  enough  reliable 
data  to  even  conclude  that  we  are  No,  1  in  arms  sales.  If  there  is, 
that  is  a  part  of  this  open  government  that  is  being  kept  a  secret. 

As  Mrs.  Benson  mdicated: 

Soviet  trade  pricefl  are  not  a  true  reflection  of  the  value  of  Soviet  transactions. 
The  estimates  of  Soviet  sales  would  increase  about  one-third  if,  in  lieu  of  Soviet 
trade  prices,  the  value  of  Soviet  items  were  cemputed  on  the  basis  of  what  it 
would  cost  to  produce  those  items  in  the  United  States, 

That  is  just  comparing  a  basis  of  cost,  Mr,  Chairman,  That  is  all. 

It  IS  simply  not  credible  to  believe  that,  given  the  well-publicized 
gap  between  Wai'saw  and  NATO  Pact  countries,  in  favor  of  the 
Soviet  side  and  how  extensive  are  Soviet  sales  to  African,  certain 
Middle  East  and  Latin  American  countries,  that  the  United  States  is 
No.  1  in  conventional  arms  sales.  And  if  we  are,  it  is  not  a  very  com- 
fortable No.  1,  as  so  man^  seem  to  suggest  today.  If  we  are,  we  ask  the 
simple  question,  ''What  is  wrong  with  being  No,  1?" 

I  don't  mean  that  in  a  facetious  wayTMr,  Chairman,  especially 
since  being  No.  1  does,  in  a  veij  direct  way,  according  to  the  best 
calculations  of  a  lot  of  experts,  impinges  directly  on  the  security  of 
the  country. 

In  this  connection,  we  understand  this  committee  has  requested  a 
comparability  study  of  arms  transfers  by  leading  exporters  and  we 
applaud  that  effort.  We  can't  understand,  Mr,  Chairman,  why  it  has 
not  been  done,  and  made  available  to  you  upon  request. 

Present  data  on  world  arms  transfers  are  not  only  outdated  by  the 
time  we  see  them,  but  are  highly  misleading,  particularly  in  comparing 
United  States  with  Soviet  transfers.  While  we  have  been  in  SALT 
negotiations  with  them  for  years,  Mr,  Chairman,  we  still  don't  know 
what  their  own  in-house  capability  is.  Oftentimes,  we  don't  even 
know  what  our  own  is. 

We  believe  strongly  that  the  appropriate  intelligence  agencies 
should  be  able  to  give  the  policymakers  in  government — and  we 
think  the  American  people — current  facts  regarding  who  is  selling 
what  to  whom,  and  in  what  quantities,  and  not  just  what  the  Unitea 
States  is  selling,  and  in  what  quantity. 

We  believe  the  goal  must  be  multilateral  control,  Mr.  Chairman, 
negotiated  the  way  strategic  arms  control  agreements  or  even  trade 
agreements  are  negotiated.  Indeed,  we  see  evidence  that  the  unin- 
tended results  of  our  unilateral  restraint  is  the  rapid  development  ol 
''arms  for  export*'  industries  in  many  countries  such  as  France,  the 
United  Kingdom.  West  Germany,  Italy,  Israel,  and  even  Brazil. 
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We  would  like  to  submit  press  stories  on  what  is  happening  in  the 
world  arms  trade,  and  they  are  attached  to  the  statement,  Mr. 
Chairman. 

Chairman  Zablocki.  Without  objection,  attachment  A  to  the 
statement  will  be  made  part  of  the  record.* 

Mr.  Karth.  As  an  example  of  what  we  are  talking  about,  French 
aircraft  sales  last  year  topped  $5  billion,  and  we  understand  the 
Mirage  orders  that  have  been  booked  could  keep  the  French  manu- 
facturers fully  employed  for  the  next  7  vears. 

We  are  not  complaining.  We  are  merely  explaining  what  the  situa- 
tion is  in  realistic  terms. 

In  addition  to  encouraging  such  developing  countries  as  Brazil 
to  develop  arms  indu.stries,  our  unilateral  restraint  program  has 
given  the  Soviet  Union  the  opportunity  to  step  into  the  vacuum 
we  leave  in  Latin  America,  Ainca,  possibly  even  Turkey,  a  NATO 
ally,  and  other  areas. 

We  see  no  national  security  benefit  to  our  Nation  o*-  our  friends 
and  allies  a«^  they  turn  to  the  Soviets  or  others  for  their  arms. 

We  hope  that  this  committee  agrees  with  us  that  the  goal  we  must 
seek  can  be  achieved  onlv  if  other  nations  join  with  us  in  a  multilateral 
agreement.  The  goal,  Mr.  Chairman,  is  to  reduce  world  arms  traffic 
and  not  to  reduce  U.S.  arms  traffic. 

Of  course,  such  an  agreement  will  be  difficult  to  negotiate,  but  if  the 
goal  is  worthy,  the  effort  must  be  made.  If  a  multilateral  agreement 
cannot  be  reached,  we  suggest,  then  a  unilateral  approach  can  only 
be  harmful  to  the  U.S.  interests.  Certainly,  that  is  not  our  intent. 

Our  experience  with  the  Latin  American  countries  on  arms  sales 
restraints  over  the  past  10  years  seems  to  support  tias  conclusion. 
This  experience  was  recently  documented  in  a  paper  prepared  by 
David  Ronfeldt  and  Caesar  Sereseres  for  publication  in  a  bock  on 
arms  transfers  by  the  Council  on  Foreign  Relations. 

The  Unitcil  States  is  nov  the  sixth  or  seventh  largest  supplier  of 
military  equipmen"  to  Laun  America,  behind  the  Soviet  Union, 
France,  Germar  %  Italy,  Britain,  and  perhaps  even  Israel.  Please 
understand  tha  ^e  are  not  necessarily  complaining  about  the  activi- 
ties of  those  countries.  We  are  complaining  primarily  about  our  own 
stupidity. 

We  do  not  believe  our  unilateral  restraint  program  in  Latin  America 
has  made  the  region  more  democratic,  more  responsive  to  human 
rights  than  they  might  be  if  we  used  arms  sales  leverage,  diplomatically 
and  privately,  to  achieve  these  lofty  goals  as  well  as  the  primary 
goal  of  international  peace  and  security.  We  think  that  we  would  have 
a  better  chance  of  obtaining  them. 

When  the  President  acknowledged  in  the  May  19,  1977,  statement 
expUimng  his  new  policy  that  ''actual  reductions  in  worldwide 
traffic  in  arms  will  require  multilateral  cooperation,*'  we  had  hopes 
that  the  administration  would  use  its  powers  and  influence  to  con- 
vince other  supplier  nations  to  commit  themselves  to  reduce  their 
arms  sales. 

To  our  knowleilge,  no  such  commitment  or  a^eements  were 
vigorously  sought.  In  fact,  the  other  supplier  countries,  such  as  the 
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U.S.S.Rm  France  and  the  United  Kingdom,  Qermany,  and  even 
Braasil,  stepped  up  theix  arms  sales. 

We  have  talked  to  them,  Mr.  Chairman,  about  exporting  nuclear 
powerplants.  We  have  talked  to  them  about  expanding  their  national 
economy.  Their  answers  were  so  sharp  and  so  negative  that  they 
publicly  reported  in  the  world  press.  On  arms  transfers,  however, 
thev  are  being  more  diplomatic.  There  has  been  no  public  ''go  to 
heir*  attitude  expressed  Dy  them  publicly. 

So  the  question  of  multilateral  restraint,  all  we  hear  are  pious  hopes. 
In  response  to  Questions  submitted  by  Chairman  Zablocki  to  Under 
Secretary  Lucy  Benson  on  this  subject,  there  were  responses  like  this: 

I  do  hope,  Mr.  Chairman,  that  I  am  quoting  out  of  context,  and  I 
wonder  how  I  can  because  after  all  the  record  was  made  rignt  here 
before  you,  and  you  have  the  transcript. 

Liet  me  quote,  as  we  took  it  down: 

Other  suppliers  have  been  cautious  in  their  responses  to  U.S.  restraint  initia- 
tives. They  have  important  economic  and  political  stalces  in  arms  transfers; 
movement  toward  restraint  will  be  a  difficult  and  long-term  process.  No  agree- 
ments have  been  concluded  as  a  result  of  these  decisions.  Arrangements  that  mi|^t 
be  concluded  involve  suppliers  only,  suppliers  and  recipients,  or  recipients  alone. 

The  emphasis  appearing  in  the  printed  copy  is  ours,  Mr.  Chairman. 
Later,  we  were  candidly  told,  and  again  I  quote  Mrs.  Benson: 

The  utility  of  arms  sales  as  a  foreign  policy  instrument  is  political  disincentive 
to  arms  restraint.  Societal  incentives,  moral  concerns^  for  restraining  miUtary  ex- 
ports are  not  8trong  except  in  the  Federal  Republic  of  Germany.  There  are  strong 
economic  disincentives  rather  than  incentives  for  restraining  arms  sales.  In  generd 
arms  «ales  are  more  critical  to  the  economic  viability  of  domestic  defense  indus- 
tries in  other  supplier  states,  with  the  possible  exception  of  the  Federal  Republic 
of  Germany  ancf  the  Soviet  Union,  than  in  the  United  States. 

Others  have  nublirly  praised  our  restraint  efforts  and  then  stepoed 
up  their  own  oftorts  to  get  the  business.  To  date  we  know  of  no  otner 
arms  producing  country  which  restrains  its  exports.  On  the  contrary, 
they  encourage  them  not  only  financially,  but  even  with  direct 
government  involvement  in  the  negotiations  between  buyer  and 
seller. 

Our  industry  does  not  ask  the  U.S.  Government  to  negotiate  FMS 
or  commercial  agreements  for  them.  But  thev  do  not  want  the  U.S. 
Government  to  nut  insurmountable  obstacles  in  their  path  so  as 
to  prevent  them  from  competing  in  the  international  marketplace,  in 
the  absence  of  any  agreed-upon  multilateral  restraint  program. 

Mr.  Chairman,  you  are  familiar  with  the  President's  six-point  pro- 
f^vAin^  so  I  will  not  go  into  that.  I  will  go  down  to:  Ceilings  are  wrong 
in  principle  and  practice. 

First,  should  there  be  an  artificial  ceiling?  We  strongly  urge  that 
the  answer  he  ''no,**  for  if  a  sale  is  clearly  bad,  then  stop  it.  If  it  is 
good,  then  let  it  be.  The  ceiling  may  make  for  an  interestmg  numbers 
game,  or  even  a  more  interesting  political  game.  I  know  how  politics 
are  played,  Mr.  Chairman.  For  half  of  my  lifetime  I  have  served  in 
elected  public  office. 

The  numbers  ^ame,  in  our  judgment,  can  serve  no  useful  purpose. 
In  fact,  the  numbers  garre  most  always  becomes  a  dangerous  one. 
Nearly  everyone  tries  to  outbid  the  qther.  I,  don*t  know  who  wins. 
Unintentionally,  but  irreparable  damage  thk  be  the  result.  It  can 
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create  deyastating  internal  ethnic  battles  of  major  proportions,  and 
these  in  themselves  can  be  extremely  dangerous  to  our  own  national 
Mcunty,  and  certainly  dangerous  to  the  international  peace. 

These  should  not  be  allowed  to  divide  Uie  American  public  which 
may  result  in  an  adverse  effect  on  our  national  security,  as  I  have 
sumested. 


^e  ceiling  approach  assumes  that  all  legitimate  good  sales  will  be 
accommodated  m  any  given  year.  How  can  that  be.  Mr,  Chairman? 
Arms  needs  vary  from  year  to  year,  according  to  chanmig  politicid 
and  security  circumstances.  Even  our  own  do  that,  MrTchairman. 

The  ceiling  for  weapons  and  weapons-related  items  is  set  at  $8»6 
billion  for  fiscal  1978.  There  are  already  commitments  for  over  $5 
biUion.  It  is  not  clear  where  the  Middle  East  package  fits  into  the 
ceiling. 

The  ceiling  will  quickly  become  a  floor  as  our  friends  and  allies 
will  a^k  promptly  for  our  security  assistance  in  the  form  of  arms  sales. 
Does  the  President  keep  everybody  dangling  for  11  months  in  fiscal 
1978  while  his  accountants  try  to  squeeze  thero  requests  down  to  $3.8 
billion  or  whatever  the  noncommitt  )d  portion  of  the  ceiling  ia. 

If  so,  we  feel  the  buyer  will  seriously  question  our  friendship  and 
security  commitments  and  turn  to  other  suppliers.  If  we  hit  the  ceiling 
before  the  year  is  out  and  a  friend  like  Israel,  or  Egypt,  or  Greece,  or 
Turkey,  wants  and  needs  more  new  ecjuipment,  what  is  the  alternative? 

Do  we  say:  **Sorry,  we  have  a  ceiling  imposed  by  law,"  or  do  we 
say :  We  will  try  change  the  law."  Or  do  we  say :  "We  will  exempt 
you."  ^ 

Anv  way  you  look  at  it,  the  ceiling  puts  you  in  a  bind.  And  if  in 
this  fast-moving  world  the  security  needs  are  urgent,  what  do  you 
do  with  a  ceilmg? 

You  might  say,  well  we  are  not  oblivious  to  these  facts.  We  will 
make  the  ceiling  flexible.  Fine,  but  how?  Do  you  exempt  certain 
countries  and  not  others?  Or  by  weapon  systems?  We  suspect  when 
you  examine  it,  you  ynW  find  that  ceilings  are  inappropriate,  if  not 
comj)letely  inoperable. 

\  ou  might  say,  we  will  have  a  ceiling,  but  give  the  President  the 
power  to  waive  it  for  national  security  reasons.  That  compromise 
strikes  us  as  somewhat  ironic.  We  honestly  do  not  see  that  a  self- 
imposed  ceilinp  on  arms  transfers  is  a  realistic  and  administratively 
practical  goal  in  the  interest  of  U.S.  foreign  policy. 

Mr.  Chairman,  the  remainder  of  our  statement  critiques  the  Presi- 
dent's SIX  points.  We  will  not  imping  on  the  time  of  the  committee 
to  read  it,  but  we  would  hope  that  it  would  be  made  a  part  of  the 
record,  as  if  read. 
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Statement  or  Mu  hael  T.  Klark  and  Max  Holuakd  on  Behalf  or 
TiiE  Armh  Saij^.h  SrBc^>MMnTEK  or  THE  Coalition  roR  a  New 
Foreign  and  Military  Poui  y  RrrcmE  the  SuBcoMMimcE  o^:  Jn- 

TfJlNATIONAL  SeCI'RITY  AND  SCIENTIEIC  ArrAIRS  OoMMirTEK  ON  IN- 
TERNATIONAL Rei.ation8,  HorsE  or  Kefresentatives* 


Introductions 

Th«  Carter  AtelnlatrAtlon  hat  r«pMt«dly  winmd  that  unoon«trAin«4 
•ru  conatltut««  •  thr«At  to  world  p«Ac«.    Mcoyniiing  thAt  th« 

United  6tAt«a  accounts  for  ov«r  half  of  th«  $20  billion  annual  turn- 
ovar  In  th«  world  arM  trada«  tha  Adniniatration  haa  alao  aelinowl«dgad 
a  apaclal  raaponai^lllty  to  taka  tha  laadarahip  in  r^duciny  thia  trada. 
Sacr^tary  of  Stata  Cyrua  Vanca  haa  notad  that  Ifaahington  would  aaak 
to  obtain  tha  cooperation  of  tha  othar  major  waapona  producara  in  ita 
affort  to  raatraln  tha  arM  trada «  but  afflraad  that  "aa  tha  laryaat 
aallar  of  az«a«"  tha  Unltad  Stataa  haa  "a  particular  raaponaibility 
to  flrat  put  our  own  houaa  In  ordar." 

Tha  naad  for  a  conplata  and  ti^roua  "houaaclaaniny"  in  thm  arM 
of  arma  aalaa  la  nanlfaat.    u.8.  nllltary  axporta  undar  tha  Foraign 
Military  Salaa  (PMS)  program  hava  rlaan  from  an  avaraga  of  $500 
million  par  yaar  In  tha  19S0*a  and  aarly  1960*a  to  naarly  $12  billion 
annually  ovar  tha  paat  alx  yaara  (Placal  1974-1979.)    Evan  mora 
vorrlaoma  la  tha  fact  that  mora  and  mora  of  thaaa  arma  ara  going  to 
tha  UAdardavalop«d  oountrlaa  of  tha  Third  Worldi  and  particularly 
to  countrlaa  locatad  In  potantlal  combat  sonaa.    In  mora  than  ona 
caaa«  u.8.  waapona  hava  baan  uaad  by  tha  armlaa  of  both  aldea  in 
local  confllcta.    Uaing  tha  llbaral  cradlt  tarma  available  through 

•U  8.  ToDirrrM.  House  Committee  on  International  Relatlous.  Subcommittee  on  Inter* 
national  Serurlty  aniJ  SrieiUitlr  AffiilrM.  Foreign  AsslHtance  Legislation  for  FiBcal  Year 
nWi»  tl'ari  J)  .  hrurlngs  HMU  t\)nKrobH,  2a  8eH8lon.  WaHhlugtou,  U.S.  Govt.  IMnt.  Off., 

|i.  X2U  '  155. 
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th«  WM  credit  pro9rMi  Mny  of  thm  world's  poorest  countries  are 
obtelnin9  AMrice'a  aoat  advanced  and  f>otent  weaponry. 

Despite  Secretary  Vancu*s  pledgs  to  "first  put  our  own  house 
in  order,*  there  is  no  evidence  that  the  Administration  is  really 
ooMiitted  to  an  arms  restraint  policy.    President  Carter's  policy 
•tateMnt  of  Nay  19,  1977  contained  soine  sound  and  reasonable 
principles,  but  the  many  exceptions  and  Waivers  he  introduced  have 
rendered  the  whole  neaningXess.    As  we  shall  show,  many  of  the  guide- 
lines proposed  by  Carter  have  already  been  violated,  and  there  is 
every  likelihood  that  the  others  will  be  too.    Clearly,  if  there 
is  T-o  be  any  real  reduction  in  the  flow  of  U.S.  military  hardware 
to  other  countries,  the  impetus  to  do  so  will  have  to  come  from 
outside  the  White  House.    Congress,  which  has  a  historic  respon- 
sibility to  regulate  the  arms  trade,  will  have  to  develop  new 
legislation  to  replace  the  inadequate  and  confused  statutes  which 
now  govern  this  activity. 

This  document  is  intended  both  to  isolate  the  problems 
requiring  Congressional  attention,  and  to  suggest  a  set  of  principles 
for  meaningful  action.    Because  we  feel  that  the  arms  trade  per  se 
is  inextricably  link-»d  to  all  other  forms  of  military  exports- 
including  Military  Assistance  Program  grants,  military  training, 
and  military  technical  assistance--we  have  attempted  to  develop 
a  comprehensive  set  of  constraints. 

Our  statement  is  composed  of  four  related  sections:    Part  1 
is  a  listing  of  our  major  concerns  regarding  U.S.  military  exports; 
Part  II  contains  a  description  and  critique  of  President  Carter's 
announced  arms  sales  policies;     Part  III  contains  an  evaluation  of 
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thm  kxmm  ixport  Control  hot  of  1971  ud  cthor  logislAtion  govominv 

0.  a.  sllltary  oKportsi  and  Mrt  ZV  oonUins  a  sot  of  principlos  for 
A  ooaprohansivo  and  off^ctivo  ailitary  oxport  policy. 

fart  It    h  If  tm>nt  of  Oiir  Concornsi 

BocAUAo  tho  Arms  trado  is  actually  coaposod  of  May  oloMnts*- 
Ans  aalos,  Military  training,  arm*  oo-production  aggtfanta,  tachnical 
aaaiatanoa  prograaa,  atc*"**and  ainca  military  aalaa  prograM  ara 
inajitricably  linkad  to  othor  forwa  of  military  transfers,  wa  hava 
attaaptad  to  viaw  this  issua  «s  a  «ulti*diMasional  problaai 
requiring  action  on  a  broad  variaty  of  fronts*    To  facilitata  this 
procass,  wa  hava  idantifiad  18  problaai  araas  raquiring  spacial  attaationi 

1.  voluMi  U.S.  sraa  salas  hava  risan  at  an  astronoadcal  rata  ovar  . 
tha  past  faw  yaars.    Araa  ordars  undar  tha  U«8.  Qovarnaant's 
Foraign  Military  Salas  prograa.  hava  risan  froa  aa  avaraga  of  IS32 
aillion  par  yaar  in  tha  1950's  and  Mrly  lUO'm  (P.Y«  19S0-<<) 

to  an  avaraga  of  llltl  billion  par  yaar  ovar  tha  past  six  ysars. 
(P.Y.  1974-79.)    Total  ordars  sinca  1972  aad  including  astiaataa 
for  this  y#ar  anount  to  979. billion,  or  fiva  tiaas  tha  aaount 
for  tha  pra<;ading  20  yaars.    tvan  if  WM  ordars  daclina  soaavhat 
ovar  tha  naxt  faw  yaars,  actual  aras  dalivarias  will  continua 
to  risa,  sinca  dalivarias  normally  lag  bahind  ordars  by  aavaral 
yaars.    Actual  dalivarias  undsr  tha  PM8  program  hava  risan 
froa  $393  aillion  par  yaar  in  tha  1950 *s  and  1960 *s  to  13.3  billion 
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in  r.y.  1175,  15.3  billion  in  r.Y.  1976,  antf  billion  in 

r.y.  1977.    AAd»  silica  total  orUova  it  tha  an4  of  r.Y.  1977 
stood  at  171  billion  and  dalivariaa  had  only  raaohad  131.1 
billion,  tha  undalivarad  balanoa  now  atanda  at  an  unbaliavabla 
139.2  billion,    rurthamora,  diract  arma  axporta  by  U.S. 
corporationa  undar  tha  ao-callad  CoasMrcial  Salaa  program  ara 
alao  riaingt    fro«  |100  million  annually  in  tha  19S0*a  and  1960* 
to  1930  million  par  yaar  in  tha  mid-1970*a.    And»  daapita 
avarything  Praaidant  Cartar  haa  aaid  about  controlling  tha 
convantional  arma  trada,  U.S.  arma  axporta  in  all  of  thaaa 
catogorlaa  ia  likaly  to  ramain  at  thaaa  high  lavala,  or 
riaa  to  highar  lavala,  in  tha  yaara  ahaad. 
Diraction  of  Arma  Knporta t    Nharaaa  prior  to  1970  moat  U.S. 
arma  wara  aold  to  NATO  and  auch  induatrial  countriaa  aa  Japan* 
Canada,  and  Auatralia*  moat  U.S.  arma  ara  now  going  to  tha 
undardavalopad  countriaa  of  tha  Third  World,  and  particularly 
to  tha  oil  kingdoma  of  tho  Paraian  Gulf  ragion.    PMS  ordara 
to  Third  World  countriaa  hava  riaan  from  about  $180  million 
par  yaar  in  tha  19S0-(S  pariod,  during  which  tima  thay  compriaad 
about  ona-third  of  total  U.S.  aalaa,  to  |(.7  billion  par  yaar 
in  tha  mid-1970 'a  (P.t.  1973-75),  whan  thay  conatitutad  80% 
of  all  auch  aalaa. 

Sophiaticationt    Not  only  ia  tha  U.S.  aolling  mora  arma  than 
avar  bafoia,  it  ia  alao  aalling  mora  aophiaticatad  waapona 
than  avar.    In  1965,  tha  U.S.  had  aold  auparaonic  aircraft  to 
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only  4  oountri«af  by  Xf74  that  figur*  had  lnor«aa«d  to  2S« 

•Ad  la  rialng  rapidly.    A  alAiXar  p«tt«rn  holds  for  axporta 

of  advmcad  U.S.  guided  BiaaiX«a«  pr«ci«ion-»9uidad  Bunitioiia 

("•MTt  boiiba")»  and  %Mrahipa.    Zr«n»  for  inatanca,  la  aXatad 

to  raoaiva  aoM  of  tha  poat  advanced  waapona  in  AMrlca*a  om 

araanaXa,  incXuding  tha  r-X4  and  r-X6  flghtara,  tha  ANACS 

radar  aurvaiXXanca  pXana,  tha  *8pru«nca*  cXaaa  daatroyar^  and 

tha  "Navarick"And  "Phoanix*  guidad  mlaaiXaa.    AXX  thla  naana 

that  Third  WorXd  oountrioa  ara  acquiring  tha  capacity  to  fight 

wara  at  avar-incraaaing  XavaXa  of  violanca  and  daatruction. 

LocaX  kxmm  lUcaai    AXthough  ar»a  doXivariaa  My  not  b«  tha 

cauaa  of  a  XocaX  confXict  aituation^  thay  can  oftan  avacarbata 

a  diaputa  and  avan  ignita  a  war.    Thia  ia  bacausa  any  party 

in  a  diaputa  wiXX  faaX  thraatanad  whan  ita  rivaXa  acquira 

naw  and  aora  advancad  arM«  and  wiXX  thua  aaak  to  coapanaata 

by  acquiring  atiXX  RK>ra  azM  of  ita  own.    Such  dynaaica  nataraXXy 

Xaad  to  a  XocaX  aru  raca  (aa  in  tha  MiddXa  Baat)  and  can  triggar 

a  war  whan  ona  aida  faaXa  it  haa  a  taaporary  advantage  or  faala 

that  tha  othar  aida  ia  about  to  gain  auch  advantage  dua  to  pending 

araa  ^.aXivariea.    The  activitiea  of  U.S.  arma  awrchanta  in 

proaioting  traapona  export  a  contributea  to  thia  cXiMate  of  ooaipetition 

and  auapicion  by  encouraging  each  aida  to  a  quire  More  aophiaticatad 

waaponry  than  ita  rival. 

Ama  Technology  SaXea :  Not  onXy  ia  tha  U.8  aeXXing  nore  araa 
than  ever*  it  ia  alao  increaaingXy  aalXing  the  technical  akiXXa 
to  produce  araa.  Thia  invoXvea  the  Xicanainq  of  U.S.  axma  for 
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production  by  foreign  producer or  co-production  ventures 
involving  joint  production  of  U.S.  ami  by  AMrioan  and 
foreign  firm.     Zn    m  caiei«  U.S.  fim  are  building 
entire  new  weapons  planta  from  icratoh  in  Third  Mbrld  countriee 
deairing  their  o%#n  emi  industries.    Iran,  Taiwan,  Scath 
Korea,  the  Philippinea,  Xirael*  Argentina,  Braiil«  Turkey, 
Greece,  and  Paklatan  are  aone  of  thm  countries  which  have 
acquired  U.S.  ar«ia««aking  technology.    Obvioualy,  thia  process 
increases  the  war  making  capabilities  of  these  countries,  while 
diAinishing  the  chances  for  conventional  acws  control.  And, 
since  aany  of  these  countries  have  or  intend  to  enter  the  arms 
Mrket  on  their  own,  it  will  greatly  increase  the  nui^er  of 
sources  potential  belligerents  can  ttirn  to  for  ams. 
Technical  Military  Services:  Sesides  selling  weapons  and  the 
technology  to  produce  them,  America  is  aleo  selling  a  wide 
variety  of  technical  military  services.    Since  many  Third  Wtorld 
countries  lack  the  trained  personnel  to  maintain,  service,  and 
operate  the  new  high  technology  arms  they  are  acquiring,  they 
are  increasingly  hiring  foreign  specialists  to  provide  training, 
maintenance,  computer  services,  technical  support,  etc.  In 
Iran,  for  instance,  the  Senate  Foreign  Relations  Committee 
estimates  that  there  are  now  as  many  as  25,000  American  technicians 
involved  in  military-related  service  work,  and  that  the  total 
could  rise  to  60,000  by  the  1980's.    The  proliferation  of  these 
"white  collar  mercenariss"  poses  s  new  set  of  concerns  regsrding 
U.S.  foreign  policy,  since  these  Aroericsns  would  inevitsbly 
be  involved  in  future  hostilities  involving  the  nation  they 
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%K>rk«d  for,  and  thui  could  trigger  direct  U.S.  involv«Mnt  in 
a  conflict  which  it  ahould  atay  out  of.    Alao,  tha  involvapi«nt 
of  ao  many  Aaiarican  Military  paraonnal — whathar  or  not  thay 
%faar  a  U.S.  military  unifom — will  b«  ragardad  aa  an  Amarican 
commiunant  of  aupport,  •van  if  Congraaa  haa  not  dabatad  and 
approvad  auch  a  comnitMnt. 

Human  Rights  and  the  Rapreaaion  Trada:    Although  moat  of  thm 
high-priced  itama  in  the  U.S.  arma  catalog  are  intended  for 
uae  in  conventional  military  engagemantai  a  aignificant  portion 
of  U.S.  aima  exporta  conaitta  of  veapona  and  aurveillance 
gear  for  uae  in  internal  aacurity  and  policm  operatiora.  And 
deapite  all  that  haa  bemn  aaid  about  Amarica'a  commitment 
to  the  promotion  of  human  righta  abroad,  many  of  theae  weapona 
are  going  to  aome  of  the  %K>rld'a  moat  repreaaive  regimea. 
Examples  include  aalea  of  "MACE"  to  Brasil,  ^^-150  armored  care 
to  Haiti,  Indoneaia,  Thailand  and  the  Philippinea,  gaa  maaka 
and  riot  grenadea  to  Iran,  OV-10  ''Bronco"  counterinaurgency 
planea  to  Indoneaia,  Thailand,  and  the  Philippinea,  and  targmt 
apotter  planea  to  Rhodeaia.    Moat  of  theae  aalea  are  conductd 
through  the  Commercial  Sales  program,  which  rarely  cornea  under 
Congreaaional  purview  and  ia  largely  removed  from  public  inapection. 
"Grey  Area"  Sales;    Although  no  weapona  or  **  implement  a  of  war" 
may  be  exported  from  the  United  States  without  a  license  provided 
by  the  Office  on  Munitions  Control  (OMC)  of  the  Department  of 
State,  many  items  of  obvious  military  utility — auch  aa  computers, 
cargo  planes,  and  radar  sets—are  bein9  shipped  to  the  military 
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foro«s  of  mb«r90«d  luitionii  through  co«Mre«  D«p«rtMnt 
eli«iui«ls«    Such  it^mm,  which  typically  hav«  du«X  civiXl«n  end 
■iXitary  ua««  ar*  not  on  thm  U.S.  Munitiona  Liat  %n6  thua  ar« 
not  aubj«ct  to  th«  aafcguarda— Xi«it«d  aa  th«Y  •r«-»bulXt  into 
th«  OMC'a  Monitoring  proc«aa,    ll«a«arch  augg^ata  that  auch 
"9r«y  ar«a"  a«X«a  hava  contributad  aiynificantxy  to  tha  BlXltary 
capabiXitiaa  of  auch  countrlaa  aa  South  Africa*  Rhodaala,  and 
Chiia  trhich  ara  noainaXXy  prohlbltad  from  racaivlng  U.S.  ama. 
Muciaar-capabXa  Aima:    AXthough  aim  affortp  ara  balng  mi|da 
to  inhibit  tha  proXifaration  of  nuciaar  waapona  tachnoXogy  to 
th«  non-nucXaar  pow«ra«  no  raatrainta  hava  baan  iapoaad  on  tha 
aaXaa  of  aircraft  and  niaaiXaa  which  hava  a  nucXaar-daXiv«ry 
«apabiXity,  auch  aa  tha  F-4  "Phantom"  f ightar-bombar ,  tha 
"Lanca"  aurfaca*to*aurfaca  niaaiia«  and  tha  P-3  "Orion"  maratima 
patroX    pXana.    Many  of  thaaa  nucXaar-capabXa  waapona  ara  baing 
aoXd  to  countriaa  Xika  Argantina«  Iran*  and  Taiwan  which  may 
aoon  hava  auch  a  capabiiity. 

CruaX  and  Inhuaana  Waapona;    NaturaiXy  tha  aaia  of  any  waapon 
can  iaad  to  unnacaaaary  bioodahad  and  auf faring*  but  aooia 
waapona  ahouid  ba  aingitd  out  for  aap«ciaXXy  tight  controia 
bacauaa  thay  produ^a  injury  in  a  particuXarXy  vicioua  and 
torturoua  manner.    Such  waapona  includa  napaXm  and  antiparaonnaX 
fragnantation  bomba,  whoaa  uaa  in  Viatnajn  pioducad  worXdwida 
protaata.    Sinca  viatnam,  tha  uaa  of  tbaaa  waapona  haa  apraad 
to  othar  araaa,  inciuding  Ethiopia  and  tha  MiddXa  Eaat.  Tha 
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us«  of  th«s«  v«aponft  hat  hmmn  b«nn«d  in  •  draft  protocol 


•doptod       Mny  of  th«  nations  of  th«  mrXd  at  th«  Diplomatic 


Conf«r«nc«  on  Hwanitarian  Law  in  G#n«va  in  July,  1977,  and 


th( 


!•  should  b%  prohibitad. 


XX «      Mtranafarai    Many  countriaa  which  ara  now  racaiving  advancad 
w#apona  froa  th«  unitsd  Stataa  or  othar  Mjor  powara  ara 
trying  to  aaXX  thair  oXdar  U.8 • -auppXiad  ama  to  thoaa  Third 
WorXd  oountriaa  which  cannot  afford  to  buy  brand-naw  armananta. 
Such  "ratranafara*  of  U.S.-auppXiad  araa  can  Xaad  to  an 
uncontroXXsd,  *bXac)i  narkst"  arms  traffic  which  wouXd  contributa 
to  tha  arms  buiXdup  in  th«  pooraat  parts  of  tha  worXd  whiXs 
.«XXowin9  tha  w>ra  ambitious  Third  WorXd  powars  to  acquira  atill 
a»ra  advancad  waapons. 
X2,    Fayoffa,  Promotion,  and  Xdvartiaing;    As  in  tha  cass  of  civiXian 
producta,  producara  of  arms»whathar  govarnmants  or  privats 
firms — hava  a«v>Xoyad  a  wida  ranga  of  markatting  tachniquaa 
to  atimuXata  damand  for  thair  producta  abroad.    Such  afforta 
normaXXy  incXud#  advartiaing  in  intarnationaX  journaXs, 
participation  in  tha  Pari a  Air  Show  and  othar  trada  axpoaitiona, 
and  govarnmant-aponsorad  daitonatration  tours  of  particuXar 
itams.    In  aoma  dociMntad  caaaa,  thaaa  afforta  hava  aXao 
incXudad  bribary  and  tha  uaa  of  ovaraaaa  "aganta"  to  ganarata 
unwarrantad  aaXaa.    Such  activitiaa  are  of tan  daaignad  to 
produca  a  faaling  of  inaacurity  or  inferiority  in  tha  targat 
country,  and  thua  laad  to  purchaaaa  which  otharwiaa  wouXd  not 
hava  taXan  placa. 
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Hilif  ry  Training  I    Bxp«riMO«  luggciti  that  th«  provision 
of  MiUtory  training  to  foroign  psraonnol — whothor  through  tho 
''oroign  Nilitaxy  laloi  or  Military  Asaiataneo  Programa—  is 
cloaaly  linkad  to  tha  Militarisation  of  Miny  Third  World  govarna^nts. 
In  Mny  caaaa  foraign  trai      x  ara  axpoaad  to  advancad  waapona 
during  thair  itint  at  u..  ining  baaaa  and  aehoola,  and  thus 

davalop  an  appatita  for  modern  arma  not  praaantly  includad  in 
thair  nation' a  araanali;  thua,  whan  thay  raturn  to  thair  hosMlandi 
thay  of tan  lobby  for  th«  purchasa  of  auch  waaponry.    U.S.  training 
alao  contributaa  to  cha  prolifaration  of  military  akilla— 
including  rapraaaicn  and  countarinaurgancfy  tachniquaa — to 
Third  World  govarwnanta  and  thua  tanda  to  accalarata  tha  trand 
towarda  military  qovarnmanta  that  we  ara  witnaaaing  in  many 
parta  of  tha  world. 

F .M.S.  Financing;     sinca  moat  Third  World  nationa  outaida  of 
th«  OPEC  bloc  cannot  afford  to  pay  for  advancad  waapona  ayatama, 
thm  Dapartroant  of  Dafanaa  has  davelopad  a  variaty  of  cradit 
and  financing  programa  to  facilitata  arms  purchaaaa  by  tha 
poorar  nationa,    Sinca  thasa  prc»jram«  oftan  involva  tha  proviaion 
of  cradita  at  laaa  that  tha  cur.-rnt  commarcial  rata,  thay  rapraaant 
an  inviaibltt  u,s.  taxpayara*  subsidy  to  tha  arms  industry. 
Furthermore,  inasmuc.   as  thay  permit  purchasaa  by  nationa 
which  would  otherwiae  be  incapable  of  purchaaing  modarn  waapona, 
they  contribute  to  the  arms  buildup  in  tha  Third  World. 
Secrecy;    Although  Congress  has  made  several  afforta,  particu*- 
larly  in  the  passage  of  the  Freedom  of  Information  Act  (POIA) 
to  increase  the  amount  of  information  available  to  tha  public 
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on  U.8*  9ov«rnMnt  progruui*  including  th«  ms  progravi*  numtroiui 
•jcMptiona  to  tho  roxA  and  othsr  acti  m«k«    it  axtroMly 
difficult  to  Monitor  U.S.  axM  d«livori«i.    Th«  infocwtion 
blackout  is  particularly  significant  in  th«  ar«a  of  CoMMrciaX 
8«l«a  Md  "gray  «r«a*  aaloa  via  tha  CoMiarc«  MpartMnt. 
•inca  thaaa  channala  oftan  involva  aalaa  of  polica  and  rapraaaion 
tachnoXogy  to  authoritarian  ragiaaa*  it  ia  aaaantial  that 
Buch  aacracy  ba  Aboliahad. 
X$.      Tha  Haad  for  Control;    AIX  of  thaaa  concarna  auggaat  a  noad 
for  a  Much  tightar  ay a tan  of  control a  and  ovaraight  ovar  U.S. 
Military  aalaa  abroad.    Such  controla  ahould  ba  unifoni,  conpra- 
hanaiva*  and  airtight.    Thair  oparation*  moraovar*  aiuat  ba 
opan  to  public  acrutiny  in  ordar  to  pravant  abuaa  or  miaMnagmant. 

17 .  Ovardapandanca  of  tha  Arma  Induatry  on  Foralqn  Military  Salaai 
Advocataa  of  incraaaad  U.S.  military  aalaa  abroad  oftan  argua 
that  auch  axporta  contributa  to  tha  aconomic  wall-baing  of  U.S. 
corporation  a  and  thua  produca  joba  and  conmunity  ravanuaa.  In 
fact*  tha  avidanca  auggaata  that  AMric«*a  ovarblown  adlitary- 
induatrial  infraatructura  haa  daplatad  and  diatortad  tha 
civilian  aconoaiy,  whila  producing  fawar  joba  than  coatparabla 
Bpanding  in  tha  public  sactor.     Znaanuch  aa  foraign  military 
aalaa  haXp  auatain  otharviaa  radundant  arma  factoriaa*  thay 

^•tard  tha  divalopnant  of  a  sound  domaatic  aconomy  and 
thuBr  in  tha  long  run#  diacourage  th«»  creation  of  joba. 

18.  Parvaraion  of  tha  "National  Sacurity*  Misaion:    U.S.  ar«a  aalaa 
abroad  ara  normally  juatifiad  on  tha  grounda  that  thay  contributa 
to  tha  aalf-defansa  cap^M^itiaa  of.  V*fi%,  frianda  and  alliea. 
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»«t,  th*  •vitene*  auggMts  that  foraign  buyara  of  o.i.  anw 
ar*  oCtan  wtlvatad  aera  by  thalr  own  a««raaalva  or  Iw^mxUl 
Mbitiona  rathar  than  by  any  coMitMnt  to  paaca  and  autual 
aaeurlty.    Thua  tha  ihah  of  Iran,  Aaarlca'a  loading  asaa 
cuatoMr.  haa  announcad  hla  Intantlon  to  raeraata  tha  -Oraat 
raralan  l^lra-  of  tha  paat,  and  othar  u.l.  arm  racipianta- 
including  Turkay  and  Indonaaia-hava  aaployad  thalr  AMrlcan- 
auppllad  waapona  to  annax  tarrltorlaa  in  violation  of  intar- 
national  law.    rurtharK)ra,  Mny  of  tha  axma  going  to  Third 
«»orld  Bilitary  ragiwa  ara  intandad  for  intarnal  uaa  againat 
political  4liaaidanta  rathar  than,  aa  avowad  by  Waahington. 
for  axtarnaL  aacurity. 


8g'*  ^^1 — A  Critlqua  of  Cartar'a  Kcmm  Salaa  Policiaai 

larly  in  hla  campaign  for  tha  praaidancy,  Jinay  car tar  proaabad 
to  Hka  tha  control  of  U.S.  arm  aalaa  a  top  priority  of  hla  adadn- 
latratlon  wara  ha  to  ba  alactad.    On  Juna  23,  1976,  in  hla  firat 
■ajor  foralgn  policy  addraaa,  ha  told  tha  Poralgn  Policy  Aaaociation 
in  Naw  York  that.  "I  a«  particularly  concarnad  by  our  nation'a  rola 
aa  tha  world'a  laading  anw  aalaoMn.*    Rajacting  tha  notion  that 
ana  axportr  can  contributa  to  paaca,  ha  inaiatad  that  tha  fnitad  stataa 
cannot  ba  "both  tha  world 'a  laading  cha«pion  of  paaca  and  tha  world 'a 
laading  auppliar  of  tha  waapona  of  war.-    On  thaaa  grounda,  ha  vowad 
that.  -If  I  bacoaM  Pra.idant,  I  will  work... to  incraaaa  tha  a»phaaia 
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on  PMQ«  and  to  raduoo  tho  eoMMre*  in  woapona." 

Carter  r«itorato4  thi%  plodga  *ft«r  takiay  offico  «• 
frMidoAt.  Tbmn,  on  My  if,  1977,  h«  aiinouncod  that  ho  hod  odoptod 
a  now  "policy  of  orM  ranuraint*  90varning  military  oxporta*  and 
that  ha  had  ordarad  tha  roXavant  govornaont  agoacioa  to  dovoXop 
now  oparatino  procaduraa  in  conformity  with  thia  policy. 

Tha  fundamantaX  chanoa  in  U.S.  axport  policy  inatitutod  in 
tha  Hay  19th  guidalinaa,  Cartar  indicatad,  van  that  "tha  Unitod 
Stataa  will  hancaforth  viow  arma  tranafara  aa  an  axcoptional 
foraign  policy  implomant*  to  bo  uaod  only  in  inatancaa  trharo  it 
can  claarly  bo  damonatratad  that  tha  tranafar  contributaa  to  our 
national  aacurity  iutaraata."    Mm  will  continua  to  provida  arma  in 
furtharanca  of  U.S.  and  aXXiad  aacurity,  ha  axplainad,  "But,  in 
tha  futura#  tha  burdan  of  purauaaion  will  bo  on  thoaa  who  ftfvor  a 
particular  arma  aala»  rathar  than  thoaa  who  oppoaa  it." 

Cartar  than  wont  on  to  liat  a  aariaa  of  guidalinaa  praaumably 
daaignad  to  inplamant  tho  principlaa  annunciatad  abova.  Howavar, 
in  Hating  thaaa  guidalinaa*  Cartar  first  announdad  a  numbor  of 
waivara  and  axamptiona  which  aavaraly  dagrada  tha  impact  of  hia 
policy.    Thaaa  arax 

1.  Tha  naw  controla  would  not  apply  "to  countriaa  with  which  wa 
hava  major  dafanaa  traatiaa  (NATO,  Japan,  Auatralia,  and  Now 
Saaland.) " 

2.  In  impleMnting  tha  naw  policy,  wa  will  ''honor  our  hiatoric 
raaponaibilitiaa  to  aaaura  tha  aacurity  of  tha  atata  of  laraal. 
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9.      Th«  n«w  control!  vara  to  b«  binding  *'unl«ii  •xtrAordinary 

clrcumttancai  naceiiitate  a  Pr«ild«ntiAl  •x«mption«  or  wh«r« 
I  d«t«min«  that  countrlaa  friendly  to  tha  Unitad  Stataa  muat 
dapand  on  advanced  vaaponry  to  offaat  quantitativa  and  othar 
diaadvantagaa  in  ordar  to  maintain  a  ragional  balanca.** 
Thaaa  axemptions  graatly  raduca  the  acopa  and  af factivanaaa 
of  tha  new  guidalinaa.    Over  tha  paat  three  yaara,   (F.Y*  1976-78) « 
tha  NATO  countriea  and  the  exempted  Pacific  powera  accounted  for 
a  full  2S  percent  of  all  U.S.  arms  aalea  under  tha  FNS  program. 
Next,  by  retaining  a  preaidential  waiver  in  '^extraordinary  circum* 
Btancea'*  or  when  the  president — and  the  president  alone — detarminad 
that  a  dangerous  imbalance  existed  abroad,  Carter  provided  himself 
with  a  rationnle  for  violating  the  new  guidelines  when  he  saw  fit 
to  do  •o--a  rationale  he  has  already  employed  on  a  number  of  signif- 
icant occasions  (i.e.,  in  the  case  of  the  AWACS  sale  to  Iran.) 
These  exemptions «  as  well  as  the  other  provisions  containing  waivers, 
call  into  question  the  overall  value  of  the  new  guidelines. 
1.      Vo  1  ume ;     Cdit«»r  called  for  a  reduction  in  the  dollar  volume 
of  new  commitments  foi  weapons  sales  under  the  FMS  program, 
usincj  F.Y.  1977  as  the  base  year.     However,  this  reduction  is 
not  to  include  services  under  the  FMS  program,  nor  does  it 
include  weapons  exported  through  the  Comniercial  Sales  program. 
Since  these  two  categories  account  for  about  40  percent  of  all 
U.S.  militdiy  exports,  their  exemption  further  reduced  the 
impact  of  the  proposed  reduction.     Indeed,  Administration  figur 
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•U9«««t  xhmt  b«c«iM«  of  «  •ub«t«ntl«X  riat  in  miXiUiry  ••rvio« 
eontrMtSi  U.i.  military  mnpottm  will  actually  riM  la  P.Y.  Xf7f« 
(to  an  aatiMtad  IX3,2  biXXion)  *  teapit*  an  II  raductioo  in  hardmn 
•aXaa  to  tha  noA-«3CMpt  nations, 

•ophiaticationi    Tha  United  Stataa  *viXX  not  b«  tha  firat  auppXiar 
to  introduce  into  a  ration  navXy-davaXopad,  advanoad  vaapona 
ayataaa  which  wouXd  craat«  a  nav  or  aignifioantXy  highar  coatet 
capabiXity.**    If  foXXowd,  thia  principXa  wouXd  haXp  chaok  tha 
apraad  of  high-tachnoXo^  araa  to  Third  IforXd  4raaa.  Howavar, 
by  invoking  tha  waiv^ra  notad  abova,  Cartar  haa  aXraady 
violated  thia  principXa  by  authorising  saXas  of  tha  AUACS  radsr 
pXana  to  Iran. 

Export^orianta d  Production!    Cartar  bannad  tha  aaXa  of  advaacad 
waapona  to  foraign  countriaa  in  advanca  of  thair  oparationaX 
daployaant  with  U.S.  forcaa,  and  aXao  prohibitad  tha  davaXopmant 
or  nodi  f lea tion  of  advancad  waapona  ayatasis  aoXaXy  for  axport. 
Kara  again,  Cartar  haa  diXutad  baaicaXXy  aound  principXaa  by 
aXlowlng  Iran  to  ordar  tha  AWACS  prior  to  ita  dapXoysant  with 
U.S.  forcaa,  and  by  allowing  Northrop  to  opan  nagotiationa 
with  aavaraX  NATO  countriaa  for  tha  aaXa  of  a  modifiad  varaion 
of  tha  P-18  aircraft. 

Co-product  ion t    No  new  agreements  for  the  co-production  of  sMjor 
U.S.  weapona  will  be  permitted,  although  ovaraeas  production 
of  Bone  typea  of  components  and  apare  parte  wilX  be  allowed. 
This  ban  does  not,  however,  include  NATO  and  Japan,  which  account 
for  *bout  three- fourths  of  all  FMS-sanctioned  co-production 
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projacta,  nor  do#i  it  sxtand  to  lictniing  •rran9«i^nta  undsr 

thm  CoMorcial  8al«a  progrwi,  which  oov«ra  Mny  of  th«  co-production 

projacta  und«rtak«n  by  Third  llbrld  nation* • 

>»tr«n«fT«>    Cartsr  aarvod  notice  that  tho  Unittd  8tat«a  "My 
■tipulato  that  m  will  not  antartain  an;'  roqu%ata  for  ratranafora" 
in  tha  caaa  of  "cartain  w«apona.'    in  tha  abaanca  of  any  furthar 
information  on  tha  condition!  undar  which  auch  atipulationa 
would  ha  impoaad,  it  ia  iavoaaibla  to  aaaaaa  tha  af factivanaaa 
of  thia  principla. 

Frowotion;    Naw  ragulationa  ara  to  ba  daviaad  roquirin9  araa 
producarato  aaak  advanca  approval  from  tha  Stata  Dapartmant 
bafora  approachin9  forai9n  90varnmanta  for  tha  purpoaa  of 
Boliciting  naw  ordsra.    Alao,  u.S,  ambaaay  and  military  paraonnal 
ara  not  to  activaly  promota  tha  aala  of  arma  abroad,  if 
anforcad,  much  ra9ulationa  mi9ht  diacoura9a  aoma  of  tha  mora 
a99raBBiva  promotional  activity  of  U.S.  antia  marchanta  and 
thair  Pantagon  alliaa,  but  if,  aa  haa  ao  far  baan  tha  caaa, 
it  ia  only  looaely  followad,  iwrf  affact  will  ba  limltad, 
Furtharmora,  thia  maaaura  ia  not  b«in9  intarpratad  to  pracluda 
U.S.  participation  in  arma  axhibita  lika  tha  biannial  Paria 
Air  Show  or  thu  placamant  of  military  advartiaamanta  in  intar* 
national  journala. 

Human  Rights:     In  implejnanting  these  guiedalinea,  Cartar 
promiaed  to  "continue  to  promote  and  advance  raapact  for  human 
ri9hta  in  recipient  countriea."    Thia  ia  an  empty  promiaa,  einca 
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it  do«i  not  commit  th«  Ateiniitration  to  any  ■pacific  acti 
in  penalising  huMn  righti  violator! •    Indaad,  Cartar  haa  failad 
to  halt  tha  flow  of  polica  %f«aponB  and  rapraaaivv  tachnology 
to  authoritarian  ragimaa  undar  tha  CosMrcial  Salaa  progran 
avan  whan  ha  has  callad  for  a  cutoff  of  military  aid  and  PM8 
cradita  on  huMnitarian  grounda , 

Having  axaminad  and  avaluatad  what       covarad  by  Cartar'a  naw 
axma  policy*  it  la  important  to  consider  what  ia  not  ccvarad* 

Tha  firat  and  moat  glaring  ommiaaion  is  a  sarious  coanitmnt 
to  reducing  U.S.  military  sales  abroad.    For,  when  all  is  said  and 
done.  Carter* a  new  guidelines  will  not  make  a  significant  dent  in 
the  outflow  of  U.S.  arms,  equipoient,  and  services.     Indeed,  as  we 
have  seen,  the  total  volume  of  U.S  military  exports  is  likely  to 
rise  even  if  there  is  a  slight  decline  in  some  categories.    Similarly » 
the  new  policy  does  not  api>ear  to  reflect  a  serious  intention  to 
reduce  the  flow  of  sophisticated  arms  to  Third  World  countries,  or 
to  halt  the  trade  in  repression  technology  to  consistent  hunan  rights 
violatora. 

On  the  many  issues  raised  in  Part  I,  Carter  has  practically 
nothing  to  say.    He  has  specifically  exempted  technical  services 
from  the  new  guidelines,  so  this  category  will  continue  to  grow  without 
significant  oversight  and  control.    Nuclear-capable  arms,  and  cruel 
and  inhumane  %feapons  are  reportedly  subject  to  tighter  review  procedurM. 
than  other  exports,  but  there  is  no  official  policy  of  restricting 
such  salaa.    Grey  area  sales  are  not  covered  by  the  new  guidelines » 
and  there  is  no  evidence  that  the  Administration  plans  to  extend 
the  International  Traffic  in  Arms  Regulations  (ITAR)  to  cover  these  itene. 
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On  uowm  of  thm  mor«  fundamtntal  iiiuSi  —  Mcr^cy ,  FMS  tinancing, 
thm  lack  of  adsquats  export  controls,  the  ov«rdep«nd«nce  of  tha 
•conomy  on  arms  production,  and  tha  perversion  of  the  national  aecurity 
•iaaion— Carter  merely  upholda  the  atatua  quo.    Since  these  five 
factors—and  particularly  the  last  tware  the  driving  force  behind 
the  surge  in  arms  sales,  it  is  obvious  that  the  new  guidelines  will 
have  little  more  than  token  effect,     if.  as  Carter  promised,  the 
goal  was  to  impose  a  "policy  of  arms  restraint."  he  would  have  had 
to  confront  these  underlying  issues  and  take  some  steps  to  reduce 
the  nation's  economic  and  political  dependence  on  a-ms  exports;  having 
failed  to  do  so.  however,  his  guidelines  amount  to  a  policy  of 
"business  as  usual.** 

f^^^   A  Critique  of  Legislation^ 

There  are  few  rivals  to  the  secrecy  which  enshrouds  the  U.S. 
eras  sales  bureaucracy.    With  the  exception  of  the  Intelligence 
agencies,  this  bureaucracy  has  relied  more  consistently  on 
secrecy  and  lack  of  Congressional  oversight  to  keep  its  program 
running  than  any  other  executive  agency.     Essentially  this 
bureaucracy-which  includes  elements  of  the  State.  Commerce,  and 
Defense  Departments* -has  operated  on  the  thesis  that  "unless  Congress 
expressly  prohibits  us  from  doing  this  than  we  have  the  authority 
to  do  it."    Congress  could  probably  close  many  loopholes  by  making 
it  clear  that  all  executive  branch  activities  relating  to  arma  sales 
and  all  methods  of  transferring  arms  not  expressly  authorized  by 
the  law  are  prohibited. 
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8«cr«cy  and  th«  f rM*whMXln9  attltuda  of  thm  |Mi«t  hav^  Imd 
to  a  long  train  of  abua«a  in  th«  promotion »  negotiation  and  financing 
of  anna  daala.    Thia  pattarn  haa  for cad  Congraaa  to  try  and  patch 
up  tha  lawa  governing  anna  tranafara  yaar  aftar  yaar.    Thara  hava 
baan  thraa  aiajor  piacaa  of  lagialation  concerning  araa  axporta-* 
tha  Foreign  Aaeietanca  Kct  of  1961,  the  Foreign  Military  Salee  Act 
of  1966, and  the  Arma  Export  Control  Act  (ABCA)  of  X976.  Together 
theee  acta  contain  mora  than  50  outright  prohibitlena-agai net  executive 
daciaione,  and  require  nore  than  30  aeparate  reporte  to  help  Congreae 
Monitor  executive  branch  activitiae.    Nevertheleee«  theee  prohibitione 
and  reporting  requiremante  ara  ao  outnoded  and  often  ueeXeee  that 
the  reeult  ie  continued  eecrecy  and  increaaing  arM  aaXae.  For 
Congreee  to  axarclsa  ite  Conetitutional  lola,  and  for  arma  exporte 
to  decraaae,  all  laglalation  which  govarne  theee  eaXae  muet  be  tightened 
and  conaolldatad. 

A  critique  of  exieting  legielation  in  relation  to  our  epecific 
concerne  raiaed  in  Part  I  followa: 

I.      Secrecy  and  Reporting  Raquiremente :    More  information  generally 
haa  become  available  elnce  the  paeeaga  of  the  Arme  Export 
Control  Act,  but  in  eone  reepecte  the  eecrecy  enehrouding  arma 
ealee  haa  become  worae.    Prior  to  1976,  under  Section  414(e)  of 
the  Mutual  Sacuritlee  Act  of  1954,  the  State  Department  waa 
required  to  provide  Congreee  with  a  weekly  report  of  commercial 
liceneee  ieeued  in  excaee  of  $100,000  for  the  export  of  ^tema 
on  the  U.S.  muni t lone  liet.    The  Arma  Export  Control  ActI 
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Mp««X«a  thii  provision  in  favor  of  a  quartorXy  roport  which 

only  Xi«ti  Xiconias  in  ^xoois  of  IX  aiXlion.  Nora  diiturbing 

im  tha  fact  that  tha  WCCA  put  a  vaiX  of  lacracy  around  CowiarciaX 

SaXaa,  naking  than  axaaipt  froa  diacXoiura  undar  tha  FraadoM 

of  ZnforMtion  Act  (through  Saction  31  (a)  which  axtanda 

tha  confidantiaXity  proviiioni  of  Saction  7(c)  of  tha  Export 

Adainiatration  Act  of  1969.) 

Thara  ara  othar  problaM  with  tha  raporting  raquirwanti 
aa  wall.    Congraii  racaivai  iti  information  about  arma  aalai 
thraa  Min  wayai    fron  tha  of tan  incomplata  Sacurity  Aaaistanca 
Congraiaional  Praiantation  Documant,  which  corni  out  whan  tha 
annual  authoriaation/appropriation  procaii  bagini;  through 
tha  quartarly  raporta  raquirad  by  Saction  36  of  tha  AECAj  and 
through  tha  notification  of  propoiad  arma  lalai,  alio  raquirad 
by  Saction  36,  which  arriva  almoit  waa)cly  during  aach  aaaiion. 
All  too  oftan,  hovavar,  tha  aalai  aatimatad  in  tha  CPD  baar 
littla  raiaiRblanca  to  tha  notification!  which  arriva  during 
tha  fiscal  yaar.    Laat  yaar*i  CPD  aatimatad  Xoraa  would  ma)ca 
naw  THS  agcaamanti  totaling  $305  million;    tha  actual  total 
wai  $654  million,    likawiia  lalai  to  Trah  wara  aitimatad  at 
$4.2  billion,  but  tha  actual  total  wai  $5.8  billion, 
Conqraiiional  vato  Power t    Saction  36  of  tha  Armi  Export  Control 
Act  paquirai  tha  Praaidant  to  notify  Congress  about  FMS  sales 
of  major  defense  articlaa  in  amounts  over  $7  million,  or  any 
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rw  MlM  lA  WMM  Of  $2%  Million  (includos  oo*|^rodiiotioa 
Mfif  laf  J    »y  M  iafonMil  s^rooMat,  tho  •Moutivo  braaoh 
iafoiM  Coogroos  about  tho  Propoaad  aala  20  day  a  bofora  it 
officially  aotaita  tba  notifieatiom    tharaaftar,  Congraaa  haa 
3Q  oalandar  daya  la  «4iich  to  diaapprova  tha  aala  by  oonourrant 
raaolution.    Havarthalaaa,  avan  with  a  SO^day  laad  tlaa,  it 
ia  unlikaly  tl&at  Congraaa  can  avar  gat  a  aala  cancalad  tliat 
alraady  haa  boon  nagotiatad  and  haa  tha  full  backing  of  tha 
Praaidant  along  with  tha  Itata  and  Dafaaaa  Dapartaanta.  ao 
far  Congraaa  haa  only  auccaadad  in  allghtly  aodlfyiag  tha  taxsa 
of  aoM  aalaa. 

NoraoTsr,  thia  diaapproval  powar  doaa  not  apply  to  CoMarclal 
•alas  of  dafania  articlaa  or  aarvlcaa*  to  tachnlcal  aaalatanca, 
or  to  Manufacturing  licanaing  agraamanta. 

rttS  Financing i    A  littla  noticad  proviiion  containad  in  tha 
roraign  Aaaiatanca  Act  of  1974  haa  nada  it  poaaibla  for  tha 
radaral  Financing  SanX,  an  agancy  within  tha  Dapartnant  of 
tha  Traaaury,  to  participata  with  laaa  davalopad  countriaa  in 
araa  aalaa  on  cradit.    Tha  FFB  waa  formad  in  1973  with  no  thought 
of  it  participating  in  ama  aalaa — ita  function  waa  to  coordinata 
doiMatic  fadaral  borrowing  in  a  maniiar  laaat  diaruptiva  of 
privata  financial  narkata  and  Inatltutlona •     Ita  participation 
in  ama  aalaa  haa  aaant  that  the  tarma  of  aala  for  araa  hava 
of tan  baan  aora  laniant  than  thoaa  of farad  by  tha  U.S.  Ex- la 
Bank  for  tha  axport  of  A»arlcan  tractora*  for  axampla.  Horaovar, 
bacauaa  it  onlof  takaa  a  $1  aillicy  Appropriation  to  flnanca 
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•  110  million  eradit  m^lm  tna  craditi  ccu^tt*  unfairly  with 
oth«r  prioriti.i  in  thm  f«d«r«l  budget  and  «hil«  putting  u,8, 
borroi*«ri  at  a  co«p«titiv«  diiadvantaga  in  thm  credit  Mrktfti. 
krmm  f  chnoloay  Sal^i:    L#gi«lation  controlling  am  technology 
■•IM  ii  in  disarray.    Th.  tsrminology  ii  confua.d  and  of tan 
Biaaing  from  aignificant  proviaiona  of  tha  law;     thara  ia  alao 
no  claar  atatamnt  of  policy.    Thera  ara  thraa  Kinda  of 
technology  tranafara  {co- product ion  agraamanta,  manufacturing 
licanaaa  and  tachnical  aaaiataoca)  and  lagialation  governing 
third-oouotry  tranafara  or  reporting  requirementa  of  theae 
tachnologiea  ia  inconaistent .    Moreover,  what  reporta  are 
raquired  often  do  not  give  the, total  value  of  the  itema  to 
ba  produced  but  only  the  coata  of  the  agreement  to  the  foreign 
purchaaer.  (see  aectiona  on  third-country  tranafara  and 
reporting  requirementa.) 

Third^Country  Tranafara:     with  th.  paaaage  of  the  1977  International 
Security  Aaaistanca  Act*  Congreaa  gave  itaelf  «  veto  power 
ovar  tranafara  of  u.S.  co-produced  arma  to  third  countriaa. 
However,  there  ia  no  auch  provision  for  congreaaional  review 

of  third-country  transfers  of  items  or  services  provided  to 
a  foreign  country  under  manufacturing  licenses  or  technical 
assistance  acjroemcnts. 

^iophiatiojtionj     There  i,  one  provision  in  the  law  which 
prohibits  or  limits  the  aale  of  sophisticated  weapons. 
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section  4  of  thm  Armi  Export  Control  Act  states  that  no 
U.S.  9<  vsrruMint  credit!  or  guarantees  may  be  used  to  finance 
■alee  of  eophiaticated  weapons  to  any  underdeveloped  countries 
besides  Greece,  Turkey,  Iran,  Tsrael,  Taiwan,  the  Philippines 
and  Korea.    The  President,  however,  may  waive  this  prohibition 
if  he  reports  to  Congress  that  **such  financing  is  important 
to  the  national  security  of  the  United  States.**    Of  course 
there  is  a  wider  loophole  than  this  presidential  waiver — 
section  4  says  nothing  about  cash  sales  of  sophisticated 
weapons . 

Human  Ricjhtg  and  the  Rejjregsion  Tr^de:     Section  660  of  the 
Foreign  Assis..ance  Act  prohibits  funds  appropriated  by  Congress 
from  being  used  to  provide  training  or  any  financial  support 
for  police,  prisons  or  other  law  enforcement  forces  abroad. 

As  a  1976  dAO  report  pointed  out,  however,  the  Pentagon  has 
interpreted  this  provision  to  mean  that  assistance  may 
continue  to  facilities  or  units  which  aid  or  perform  law 
enforcement  operations  as  part  of  their  regular  duties.  Indirect 
aid  to  internal  security  forces  now  occurs  in  four  ways,  according 
to  the  GAO:     through  U.S.  support  of  facilities  used  by  foreign 
military  and  [jolice  units;     through  rotation  of  U.S  trained 
personnel;     thtoush  support  of  dual-purpose  units;     and  through 
aid  to  countries  under  martial  law.     Moreover,   Section  660  does 
nothing  to  stop      les—cspecia II y  through  commercial  channels — 
to  police  forces  in  countries  with  serious  human  rights  problems. 
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Mdi>tribufd  H^Pt    AXthou9h  COngraaa  hM  d«cl«r«d  that  mil 
NAP  grant  aid  ahall  c««««  by  1910,  loopholaa  in  th«  lm$  will 
mMkm  it  poMibla  for  d«v«lop«d  nations  to  racaiva 

grant  aid  long  aftarvarda  with  littla  or  no  congraaaional  raviaw. 
According  to  tha  Pantagon,  Saction  505  of  tha  Foraign  Aaaiatanca 
Act  givaa  thaw  tha  authority        "radiatributa"  MAP  aid,  that  ia, 
tranafar  NAP-auppliad  aquipmant  from  tha  original  racipiant 
to  anothar  country.    Tha  Pantagon  naad  not  aaak  congraaaional 
approval  for  thaaa  tranafara  bacauaa  no  naw  appropriationa 
ara  naadad.    Although  tha  ainoanta  of  waapona  tranafarrad  undar 
thia  progra*  ara  oftan  wnall,  thara  ia  conaidarabla  room  for 
abuaa.    In  fiacal  1976,  for  axampla,  MAP  to  tha  Philippinaa 
aa  appropriatad  by  Congraaa  totaled  $17.6  million.    But  tha 
Philippinaa  racaivad  an  additional  grant  of  $32.9  million 
worth  of  waapona,  including  trainar  jat  aircraft,  madiin 
landing  ahipa,  riflaa,  granada**  and  bomba  undar  tha  radiatributad 
NAP  program. 

Wuclaar^capabla  Arma;     Saction  669  of  tha  Foraign  Aaaiatanca 
Act  prohibita  U.S.  aacurlty  or  aconomic  aaaiatanca  to  any 
country  which  acquiraa  nuclaar  techno) ogy  without  agraaing  to 
aafaguarda  undar  tha  Intarnational  Atomic  Enargy  Agency. 
Ironically,  thara  ara  no  proviaiona  which  inhibit  tha  aala  of 
nuclaar-capable  waapona,  nor  ara  tha*a  any  prohibitions  agalnat 
uaing  U.S. -manufactured  mlaailea  or  aircraft  to  deliver  nuclear 
weepona. 

Peyoffe,  Promotion  and  Advertiaing:  Congress  haa  recently  paeeed 
an  anti-bribery  law  deeigned  to  curb  the  kinde  of  abusee  which 
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r«Bult«d  in  the  Lcckhtted  scandal.     Stiffer  laws  ar«  n««d«d, 
however,  to  pr«v«nt  othar  forma  of  arms  promotion  which 
•  timulat*  unnac'Vaaary  weapons  purchase*  abroad. 

Part  IV;     QbjttC t ivea  of  a  New  Mil itary  Exporta  Control  Policy; 

As  the  tounddtion  of  a  new  militdry  export  control  policy, 
we  propose  the  to I low Inq  measures: 

^*      Cci 1 inq ;     An  inunediate  ceiling  of  $8  billion  per  year  on  all 
U.S.  mi  1 1  tary  exports ,  includ  mcj  FMS  sales  ,  Commercial  Sales , 
Military  Assistance  Program  qrants,   redistributed  MAP  aid, 
trj^inirg  and  mainter.an^'e  contracts,  and  International  Military 
EdiK-ation  and  fraininq  Program    orants.     This  ceiling  is  to 
be  reduced  by  .it   least  10  percent  per  year.     At  the  some 
time,   the  State  Lepartment  should  conduct  an  active  diplomatic 
campaign  to  u\tJuce  other  arms  producers  to  restrain  their  own 
exports.     (rxct;pti.>n  to  the  ceiling:     arms  co-producer  a  with 
the  NATO  countries  for  loint  use  by  U.S.  and  other  NATO  forces.) 

2.      Scphist icrtt  loh :     Sales  of  sophisticated  weapons  systems  to  under- 
developed countries  are  prohibited  unless  the  President 
determines  thjt  such  sales  are  essential  to  U.S.  security  and 
the  Congress  votes  its  foimal  approval. 

^'      Embargo  to  Conflict  Zones:     Sales  or  deliveries  of  major  combat 
eq\iipment  to  be!liger«nts  in  a  local  conflict  are  prohibited, 
unless  the  President  determines  that  such  exports  artt  essential 
to  U.S.  security  and  the  Congress  votes  its  formal  approval. 
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g2IiaL«J*»Jo!LaL0v»r«i9ht  and  Approvjat     All  military  «al«s 
(including  FMS  sales.  Commercial  Sales,  technical  service 
contracts)  over  $7.0  million  must  be  submitted  to  Congress, 
which  shrill  have  30  workiny  daya  to  veto  the  sale  by  vote 
of  either  house.     All  such  sales  of  $100  million  or  above  shail 
require  a  formal  vote  of  approval  by  both  houses  before  they 
become  valid. 

Co-procluc^i^ii^    All  co-production  and  licensing  agreements  tot 
the  overseas  manufacture  of  U . S . -designed  military  systems 
including  those  conducted  under  Commercial  Sales  procedures, 
shall  -wjuire  formal  ari^rovAl  by  the  Congress.     In  proposing 
such  agreements,   the  President  must  submit  an  impact  statement 
describing  the  impact  of  the  project  on  U.S.  national  security, 
on  lo<.-al  arme  races  and  efforts  to  control  the  trade  in 
conventional  weapons,  and  on  the  U.S.  economy  and  employment 
si  tuat ion . 

Technical  Servicesj^    All  contracts  for  technical  military 
services,  whether  processed  through  FMS  or  Commercial  Sales 
channels,  shall  be  treated  as  regular   military  sales  and 
subject  to  the  same  procedures  established  by  14.     In  submitting 
such  proposals  to  Congress,   the  President  shall  provide  an  impact 
statement  describing  the  effect  of  such  projects  on  U.S.  national 
security  and  on  U.S.   foreign  policy.     Projects  which  could 
precipitate  U.S.  military  involvement  in  the  case  of  hostilities 
involving  the  host  nation  shall  be  prohibited. 
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R»|)r»ation  Technoloyy;     No  qovernment  which  la  found  to  have 
a  record  of  lerioui  human  riqhti  violations  ai  defined  by  Section 
502B  of  the  Foreign  Aiiiatance  Act  ahall  be  eligible  for 
purchases  of    U.S.  police  weapons,  riot-control  devices, 
armored  cars,  surveillance  gear,  or  other  equipment, 
including  computers,  that  could  be  used  by  that  government's 
military  and  police  forces  for  the  purpose  of  impeding, 
curtailing,  or  abolishing  the  democratic  rights  of  its 
citizens.     A  special  category  shall  be  added  to  the  Munitions 
List  of  Repression  Technology,  to  include:     crowd-  and  riot- 
control  devices;  police  vehicles  and  helicopters;  surveillance 
and  eavesdropping  gear;  police  coinmAnd^and-control  systems; 
•hock-batons,  truncheons,  and  other  items  which  could  be 
used  in  torture;  any  such  firearms  or  devices  which  are 
normally  used  by  police  and  internal  security  forces.  Any 
licenses  for  export  of  such  Items  must  be  submitted  to  Congress 
if  the  value  exceeds  $10,000  and  shall  be  subject  to  Congressional 
veto  as  in  M. 

Nuclear-capable  Weapons;     The  sale  of  nuclear-capable  arms  to 
non-NATO  nations  which  fail  to  sign  the  Nuclear  Non-Prol i fera tion 
Treaty,  or  which  have  announced  plans  to  construct  plutonium 
reprocessing  plants,  shall  be  prohibited  unless  the  President 
determines  that  such  exports  are  essential  to  U.S.  security 
and  the  Congress  votes  its  formal  approval. 
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9*      Cryj  and  inh\MMn»  iHiaponit    Th«  of  ••p^cially  cruaX  and 

inhUMA«  w«apoM,  or  weapons  vhois  •ff«ct«  cannot  b«  confined 
to  military  taigata,  ahall  b«  prohibitad.    A  apaciaX  catagory 
ahall  ba  addad  to  tha  Munition!  Liat  to  includa  crual, 
inhunana,  and  indiicrininata  nunitiona,  includingt  napaXa 
and  othar  incandiary  waaponai  cluatar  bonba  and  othar 
■ubmiiiilad  warhaada;  flachatta  guna  and  othar  aipacially 
injarioui  amall  arma;  fual-air  axploaivai  and  othar  aunitiona 
whoia  affacti  cannot  ba  confinad  to  a  praciaa  military  targat. 
No  waapona  in  thii  catagory  ihaXl  ba  axportad  unlaaa  tha 
Praiidant  datarvinai  that  auch  lala  ia  aiaantial  to  U.S. 
■acurity  and  tha  Congraii  votai  iti  formal  approvaX. 
XO.      Ra-tr*ntfari;    All  ra-tranafari  of  U.S. -origin  military  gaar 
■hall  ba  coniidarad  ai  a  diract  arma  tranafar  and  aubjact  to 
*ii  raitrainti  notad  abova  including  CongraiiionaX  ovaraight 
as  in  H. 

XI.      Gray  Araa  Salaij    Any  itam  not  now  on  tha  Munitiona  Liit 

which  hai  a  potantial  military  application,  including  aircraft* 
vahiclaa,  computari,  and  polica-tvpa  hardwara,  ihall  ba 
■ubjact  to  tha  lama  control!  notad  in  itama  11-10     x)va  whan 
tha  daiignatad  and-uiar  im  a  military,  paramilitary  or  law 
anforcomant  agency.    SaXai  of  luch  itami  to  nationa  which  ara 
inaligibla  for  purchaia  of  Munition!  Liit  itama  ihaXl  ba 
prohibitaa,  unlaii  tha  Praiida.  «^  indicataa  to  tha  Congraai 
that  adaquata  maaiurai  hava  baan  taken  to  aneura  that  euch 
iteme  will  not  ba  uead  for  military  or  law  enforcement  purpoeee. 
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12,    Payoff! ,  Prowetion^  and  Advgtiiinq>    Co»p«nl«i  which  %rm  found 

to  hav«  ui«d  bribery  or  othar  Illegal  iMam  to  obtain  ana  contracts 
Bhall  bm  inaligibla  for  PMS  contract!  of  CoiMrcial  fialaa 
licanaaa  for  a  ninlsua  of  ona  yaar,  and  no  naw  oontracta  or 
licanaaa  will  ba  laauad  unlaaa  tha  Praaldant  datarminaa  that 
adaquata  maaauraa  hava  baan  takan  to  pracluda  a  raoccurranea 
of  auch  practicaa*    All  foraign  aganta  in.  tha  aanploy  of 
U.S.  ama  flrwa  muat  ba  ragiatared  with  tha  O^fica  of  Munitiona 
Control  and  any  paywanta  a«da  to  tham  in  connaction  with  PNS 
or  Coaunarcial  Salaa  notad  in  an  annual  raport  aubmittad  to  OHC 
and  availabla  to  acrutiny  by  vambara  of  Congraaa.    Nc  major 
combat  ayatam  ahall  ba  axhibitad  or  damonatratad  abroad 
without  prior  notification  to  Congraaa.    Tha  PraaidMt  ahall 
taka  Bufficiant  atapa  to  ansure  that  no  funda  providad 
through  tha  Foraign  Military  Salaa  program  or  othar  publicly-* 
fundad  program  ahall  ba  uand  to  pay  for  tha  advartiaamant  of 
military  ayatama.    Such  advartiaing  ahall  not  ba  conaidarad 
a  valid  buainaaa  axpanaa  and  ahall  not  ba  axanptad  from  taxation. 
13.      Military  Training:     Tha  Intarnational  Military  Education  and 
Training  Program  ahall  ba  gradually  phaaad  out.    In  tha 
maantima,  no  training  in  urban  countarinaurgancy  or  intarnal 
aacurity  functional  including  military  polica  oparationa, 
ahall  ba  providad  to  tha  military  of  ocuntrioa  with  recorda 
of  aariouB  human  righta  violationa.    Adaquata  maaauraa  ahall 
ba  takan  to  anaura  that  auch  couraaa  do  not  includa  matarial 
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of  «  baiically  law  anforcaMnt  or  civil  lacurity  nature* 
Any  training  in  th*  ua«  of  major  combat  ■yat«ns  ahould 
r«fl«ct  thm  ImvmX  of  technology  of  th*  atudsnta'  countriaa  of 
origin  and  ahali  not  be  uaad  to  inculcate  an  appetite  for 
advanced  weapon! .    The  Preaident  ahall  aubmit  an  annual 
report  to  the  Congreaa  on  the  International  Military  Education 
and  Training  Program  to  enaure  that  theae  meaaurea  are  being 
carried  out . 

FMS  Financing;    The  FMS  credit  program  shall  be  gradually  phaaed 
out,  And  the  F<»deral  Financing  Bank  ahall  not  be  uaed  to 
finance  arma  sales.     No  country  which  is  unable  to  provide  its 
citizens  with  the  minimum  necessities  of  aurvival'-^food, 
shelter,  and  basic  heaith--j*h«H  be  eligible  for  FMS  credits 
or  loan  guarantees. 

Secrecy •     The  ahroud  of  secrecy  surrounding  U.S.  arma  sales 
ptograma  shall  be  lifted.     Specifically,  section  4l4  (e)  of  the 
Mutual  Security  Act  o:  1954,  shal  be  reinstated,  and  reference 
to  section  7   (cj   of  the  Export  Administration  Act  in  section 
38   (e)  of  the  A£CA  shall  be  stricken.     All  reports  prepared 
by  the  Arms  Control  and  Disarmament  Agency  on  the  impact  of 
proposed  armb  sal  en  and  co~production  agreements  on  local  arms 
races  shall  be  made  public. 

tea CO  Converaion:     It  shall  be  U.S.  policy  to  assist  arma 
producers  to  convert  from  military  to  civilian  production. 
Companies  which  face  serious  economic  difficulties  and  employee 
lay  ofts  as  a  result  of  cutbacks  in  arms  exports  shall  be 
eligible  for  special  low-interest  loans  to  enable  them  to  convert 
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•xisting  plants  and  Mchinary  for  non-nilitary  production. 
EmployMs  at  th«a«  plants  shall  bm  aligibla  for  special 
ratralning  prograwa  at  thalr  full  original  salary. 
17.      National  Sscurity  and  Xntsrnational  Psac#;     It  shall  bs  U.S. 
policy  to  restrict  ths  sxport  of  anas  and  military  ssrvic«s, 
•3K!spt  whsn  such  transfsrs  contribute  to  ths  dstsrrsncs  of 
intsr-stats  conflict  and  aggression.    Section  501  and  531  of 
the  Foreign  Assistance  Act  and  Section  4  of  the  AECA  shall 
be  asiended  to  eliminate  internal  security  as  a  justlf ication- 
for  U«8.  military  assistance  and  training.  Security  Supporting 
Assistance,  and  military  sales. 
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Rbmarks  ok  Senator  Huberi-  H.  Humphrey,  Johns  Hopkins  School 
^*lo7Ti*^  '^■''=«'*'^TioNAL  Studies,  Washington,  D.C,  Fkbru- 

AKY  d|  lOiU 

Tonight  I  wisli  to  discuss  a  controversial  foreign  policy  topic  which 
currentTv  is  before  the  Congress.  It  is  an  issue  with  which  Currently 
am  involved  through  my  work  on  the  Foreign  Relations  Committed. 

it  IS  a  coraplex  problem  with  no  easy  solutions. 
!>«  ^PT.u  1^-^  transfers  and  current  efforts  to  rewrite  the  statute 
bv  which  the  United  States  granted  and  sold  more  than  $11  billion  in 
lw7o  in  arms  and  defense-related  services. 

As  in  the  case  of  general  economic  assistance,  the  Congress  has  be- 
come involved  m  the  arms  transfer  area  as  a  result  oft  very  basic 
concern:  It  appears  that  these  transfers  are  taking  place  in  a  policy 
vacuum.  *^  e  j 

We  have  taken  the  initiative  because  we  could  no  longer  sit  back  and 
watch  important  decisions  being  made  on  an  ad  hoc  basis. 

The  transfer  of  arms  from  the  United  States  to  foreign  nations  has 
been  an  important  component  of  American  foreign  policy  since  early 
in  this  century.  A  brief,  historical  overview  demonstrates  the  lonirevity 
of  this  issue.  *  ' 

Two  years  before  the  U.S.  entered  the  Firet  Worid  War  the  Luai- 
tatua  was  sunk  carrying  arms  destined  for  Britain's  war  effort. 

During  the  1920;s  an^  1930's  the  issue  of  arms  transfer  as  they  re- 
X^i^AU^T  Po^'X^as  hotly  debated.  A  special  Senate  Committee 
chaired  by  Senator  Nye  of  North  Dakota  was  formed  in  1934  to  in- 
veetigate  the  matter. 

Its  purpose  was  to  examine  the  extent  to  which  the  U.S.  was  drawn 
into  wars  as  a  result  of  the  munitions  makers, 

*  ^yf^  ^^^^^y  "^'^^  unsuccessful  and  many  believe  it 

fed  the  hrrs  of  ramoant  isolationism  which  was  swecLing  the  country. 

After  the  end  of  Worid  War  II  the  United  States  beg  n  a  program 
Of  granting  arms  to  numerous  countries  as  a  means  to  halt  the  spread 
of  Communism  This  was  a  central  ingredient  of  U.S.  foreign  policy 
for  nearly  two  decades.  k   f  j 

By  the  early  1960's  many  of  our  aid  recipients  in  Europe  and  Asia 
^.u  *,J2nr  *®  .P"'^*>asp  their  weapons.  The  grant  program  declined 
in  the  1960  s,  with  the  notable  exception  of  Southeast  Asia,  as  a  result 
of  the  lessening  of  cold  war  tensions. 

The  decline  of  our  grant  program  coincided  with  the  sudden  flow  of 
oil  reyenm's  to  Arab  oil  producers  and  the  withdrawal  of  the  British 
from  the  Persian  Gulf  and  Indian  Ocean. 

The  oil -rich  nations  were  able  and  eager  to  purchase  American  and 
European  weapons.  By  the  early  I970's  and  the  formulation  of  the 
rvixon  Doctnne,  our  posture  in  the  Persian  Gulf  was  to  rely  principally 

Febr";TITV!>76''"^^^V7V  &  Congmslonal  Record  (aally  ed.J  v.  122. 
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on  Iran  and  Saudi  Arabia  for  stability  in  the  region.  This  meant  em- 
barking on  a  vast  projrrani  of  selling  technologically  advanced  weap- 
ons and  building  a  local  military  infrastructure. 

Here  are  some  interesting  sUtistics  to  supplement  this  brief 
overview. 

In  the  last  30  years  the  U.S.  has  given  away  or  sold  $110  billion  in 
military  e<iuipment  and  supplies  to  foreign  countries. 

Last  fiscal  year,  the  U.S.  government  sold  $9.5  billion  in  military 
wiuipment,  supplies  or  services  to  71  nations. 

Slightly  over  $600  million  in  military  material  was  supplied  through 
coumiercial  channels  and  $584  million  was  given  away  in  military 
grants  by  our  government. 

We  now  have  reached  the  point  in  a  rapidly  changing,  nmlti-polar 
world  when  we  must  re*examiiie  American  arms  transfer  policy. 

This  complex  task  must  In?  undertaken  because  we  and  other  indus- 
trialized nations  no  longer  can  sell  vast  quantities  of  arms  based  on 
rationales  rooted  in  the  1960\s  or  even  in  the  early  1970's. 

We  must  look  ahead  five  and  ten  years  to  the  consequences  for  world 
peace  and  stability  of  policies  forMiulated  yesterday  and  today. 

I  do  not  deny  that  economic  and  political  benefits  can  flow  from  the 
sale  of  weapons* 

Jobs  are  created. 

Weapons  for  our  own  forces  are  cheaper.  Our  balance  of  payments 
position  may  aided. 

And  our  overall  commercial  posture  in  foreijrn  countries  benefits. 

Politically,  arms  cm  provide  leverage  or  influence.  Important  mili- 
tary and  intclli«reiu'e  bases  often  are  s(M*ured  through  the  sale  or  grant 
of  weapons. 

Hut  we  nnist  weigh  thest^  advantages— many  of  which  arc  short 
term— against  the  long  term  etTect  of  unrestricted  arms  transfers  on 
our  national  interests  and  goals. 

Arms  transfers  to  regions  when*  conflict  is  likely  stimulate  arms 
races  and  can  imn^ase  sharply  the  prospects  for  war.  We  see  such  a 
phenomenon  in  the  Middle  East.  Th?  Persian  Gulf  itself  has  yet  to 
reach  such  a  tliivshold.  altlion<rli  s(#uic  experts  U'lieve  this  inevitable. 

Through  the  sale  of  aims  and  by  providing  support—  including 
American  servicemen — we  hn'oiue  identified  with  particular  regimes. 
Most  important,  we  InMome  embroiled  in  the  day-to-day  aflfairs  of  other 
g<)vernments  and  tlieir  military  comnumds. 

Such  a  relationship  civates  animosity  over  time  and  draws  us  deeper 
and  deeper  into  the  internal  ufTairs  of  foreign  nations.  We  are  begin- 
ning to  sec  this  syndrome  at  work  in  Iran. 

Our  sale  and  grant  of  weapons  to  regimes  whi<*li  may  engage  in  gross 
violations  of  human  rights  is  of  in(  reusing  concern.  Our  moral  stand- 
ing in  the  worKl  is  harmed  by  such  prat^tic  es. 

The  transfer  of  American  arms  can  have  an  adverse  effect  on  our 
own  readiness  as  stocks  c^f  weapons  are  drawn  down  and  our  flexibility 
is  nnluced.  If  T.S.  personnel  are  sent  abroad  in  (*<mnoction  with  the 
sales,  we  may  (H)mpouiul  our  manpower  problems. 

If  one  of  the  comitries  heavily  depen<lent  on  American  arms  be- 
c(unes  involved  in  a  regional  conflict  or  if  that  country  experiences  a 
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breakdown  of  internal  order,  our  options  may  become  awkward  and 
unpleasant: 

We  continue  to  supply  spare  parts  or  maintenance  services  to  that 
nation  and  risk  involvement ;  or  we  can  refuse  to  cooperate. 

If  we  take  the  latter  course,  we  may  incur  the  wrath  of  that  govern- 
ment  and  undermine  our  reputation  with  other  purchasers  as  a  reliable 
suDDlier. 

This  is  why  the  choice  of  arms  recipientfl  must  be  made  with  extreme 
care. 

The  transfer  of  advanced  conventional  weapons  technology  narrows 
the  lead  tnne  nations  need  to  develop  nuclear  weapons. 

Many  of  the  nations  which  are  developing  nuclear  power  for  energy 
also  are  being  provided  what  we  call  "dualcapable"  weapons  such  as 
ground  to  ground  missiles.  The  marriage  of  nuclear  fuel  to  advanced 
non-nuclear  technology  may  lead  to  the  further  spread  of  nuclear 
weapons. 

Fiiiallv,  the  arms  we  transfer  for  legitimate  reasons  may  be  retrans- 
ferred  illegally  to  other  nations  at  a  time  of  war.  I  frankly  am  con- 
cerned that  Arab  countries  that  were  peripheral  to  past  conflicts  with 
Israel  may  participate  with  our  weapons  in  a  future  war  against  the 
Jewish  state. 

It  is  fair  to  say  that  the  U.S.  Government  sells  vast  quantities  of 
arms  to  foreign  governments  with  little  foresight,  minimal  consulta- 
tion with  Congress,  and  very  little  scrutiny  within  the  Executive 
branch. 

The  American  people  have  become  justifiably  concerned  with  a 
hi^rhiy  styivtivt'  national  j)«)lirv  which  sceuis  to  disremud  our  long-term 
security  interests  in  a  stable,  more  democratic  world. 

The  answer  to  this  concern  is  not  to  halt  abruptly  all  American  arms 
sales,  I  his  would  have  a  serious  adverse  impact  on  our  economy  and 
our  foreign  imlicy.  I  advocate,  instead,  two  courses  of  action. 

First,  the  Congress  must  exercise  effective  oversight  of  arms  trans- 
fers through  enactment  of  h-gislation  which  now  is  pending.  The  bill 
which  I  had  the  privilege  to  author— the  International  Security  Assist- 
ance and  Arms  Export  Control  Act  of  1976— is  designed  to  achieve 
nw  basic  objectives: 

1.  To  shift  the  focus  of  U.S.  arms  sales  policy  from  that  of 
selling  arms  to  controlling  arms  sales  and  exports; 

2.  To  provide  the  Congress  with  additional  information  about, 
and  expan<icd  and  strengthened  control  over,  arms  transfers; 

3.  To  provide  the  public  with  more  information  about  govern- 
ment amis  sales  actions; 

4.  To  reduce  signficantly  the  number  of  military  grant  assist- 
ance progranjs  and  C.S.  n»ilitary  missions  abroad  over  the  next 
year  and  a  half  and  to  reciuire  a  specific  authorization  for  any 
•jrant  programs  or  jnissions  after  that ;  and 

r».  To  rethice  the  cost  of  nulitnry  assistance  grants. 
A  major  feature  of  tlie  Mil  is  to  bring  American  arms  exports  issues 
o  t  into  the  open.  A  basic  fault  of  past  policy,  which  has  led  to  the  pres- 
ent state  of  public  concern,  is  that  too  nmch  of  the  sales  program  in 
th'.'  past  havS  In-cn  cnn  icti  out  in  secrecy. 
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Thw  bill  requires  thtt  all  govemment-to-government  contracts  be 
available  for  public  inspection  and  that  data  in  quarterly  and  other 
reports  be  unclassified  to  the  inaxiinuni  extent  possible,  consistent  with 

d^^^  protection  of  the  competitive  position  of  U.S. 


I  believe  that  more  effective  control  over  arms  transfers  by  the  Con- 
gress  will  force  the  Executive  branch  to  formulate  more  responsible 
arms  transfer  policies. 

I  must  emphasize  that  this  nation  needs  an  overall  arms  transfer 
policy  with  careful  delineations  about  individual  countries  and  re- 

Sons.  A  well  understood  policy  framework  cannot  be  developed  by 
e  Congress  through  legislation.  This  responsibility  belongs  primarily 
to  the  Executive  branch.  But  it  should  be  undertaken  with  the  coopera- 
tion of  tlu>  Con>rie«s.  *^ 

Moreover,  Congress  cannot  manage  these  programs,  and  this  legis- 
lation IS  not  designed  as  a  substitute  for  a  soundly  managed  arms  trwiB- 
fer  program.  j  e, 

The  second  course  of  action  is  more  difficult  to  achieve. 

I  believe  that  the  United  States  should  embark  on  a  major  initiative 
to  achieve  inultihiteral  constraints  in  the  transfer  of  arms. 

1  do  not  bt^hevp  that  this  issue  has  ever  been  given  serious  consider- 
atioii  by  our  policy  iiuikers.  But  it  must  be  now. 

In  order  to  be  taken  seriously,  our  proposal  must  be  concrete  and 
somewhat  limited  in  scope.  "« 

One  po.ssiblo  option  to  be  explored  is  a  joint  Soviet-American  mora- 
torium on  the  transfer  of  all  surface-to-surface  missiles  to  countries 
outside  of  Europe. 

Tills  would  mean  no  more  Scuds,  Frogs,  Lances  and  no  Pershinir 
missiles  to  the  Persian  Gulf  or  the  Middle  East. 

If  this  could  Ih>  achieved,  it  would  be  an  important  first  step  toward 
lurther,  more  t  xtcnsiv  e  ngn'ements  which  could  include  other  Western 
and  hastern  suppliers.  Tf  commercial  rivalry  is  the  main  roadblock  to 
unilateral  constraints,  then  a  multi-latenil  approach  should  be  utilized. 

I  coiiclucte  with  an  appeal  for  greater  discussion  of  the  arms  trans- 
fer issue  within  ^overnnient  and  bv  the  public.  If  this  is  not  done,  the 
sale  of  arms  hy  the  ITnitod  States  and  other  nation.'!  will  continue  at 
increasing  levols  and  in  an  indi.sciiminate  manner. 

American  sales  for  1976  are  expected  to  jump  to  the  $14  billion  level. 

ho  natioiuil  security  justihcai  ioii  for  such  a  volume  of  siiles  seems  to 
lair  <  (uisi(l('ral)ly  iH'liind  the  eo-cMiiic  benefits  and  short  run  political 
advantages  which  fuel  the  arn.  ladc. 

'I  ''"  P"'»7;  *lrift  in  this  critical  area  is  alarming.  The  next  Presi- 
dent of  the  United  States  needs  to  addr  ss  this  issue  and  provide  badly 
needed  leadership  and  policy  directi.m.  The  hij^h  level  attention  which 
has  l)een  given  almost  exclusively  to  the  contiol  of  the  .strategic  arms 
race  thr.»iigli  the  SALT  process  niust  be  .shifted  to  the  arena  of  con- 
ventional iirins  transfers. 

.\s  tin-  iiiglitin.irc  of  miclcnr  holocaust  seems  t(»  grow  more  remote, 
we  aiv  confronted  with  the  fiitiiic  prospect  of  regional  wai-s  of  fero- 
rioiis  intensity  and  dc\ iistaliiig  destruction  fought  with  the  latest 
Anierican  weapons. 
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Surely,  we  can  work  to  avoid  such  an  outcome. 

huroly,  Ani«'ri<  tt  t  an  stan<l  for  something  nioro  in  the  world  than  its 

port  of  nuhtary  technology. 

We  imist  realistically  oonfront  what  the  future  holds.  And  we  must 
»  It  now. 
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rRKPAKKll  STATKMKNT         AUtOflPACK  lNI)i:gTRICH  ASKCK  lATlOfV  or  AMERICA,  IlfC 
AT  IlK.AIlfNlJrt  HkKOKK  TIIK  Sl  BC  O M  M  I TI  UK  (>\  FoRKION  ASMIHTANCK  t)!"'  THK.  f*OM- 

Mrrri-K  on  Forkion  Hkij^tionh.  r.S.  J^bnatk,  AraiL  26,  197*i* 

The  AeroKpaiv  IndustrleM  AsstRiutlon  of  Amerlou,  Inr.,  ro5)r*»si»ntinK  tiu»  im- 
tloii  H  luajur  umniif amines  uf  uinTaft,  Himcvcruft,  nilssllvH  an<l  relut<M;  (Miuip- 
iiient  ami  servlrt^H,  appriM-iate^  iUia  «»p(»ortiinlry  to  eoiniutMit  for  tlio  reoonl  on 
iKMullUK  and  pa.st  \nA\vy  chan^^eH  conrerning  (Huiventlonal  anus  transfi^rs  ThI.s  \h 
au  area  of  obvious  iutereKt  to  our  uu'rul>ershlp,  Inasiniu  h  as  aircraft  and  lulssileH 
(MMisUtuttMl  4.H  perci'Ut  of  total  f<»reiKu  military  sahvs  drllveriMl  holwoen  l\Kii>  ami 
FY  IU77.  It  Irf  au  urt»a  In  whirh  our  uuMulu'r  companies  have  long  workeil  liumi 
In  hand  witli  the  Tnlred  Stales  Uovernmvnt  to  pursue  c^'rtalu  foreign  polUy 
alms. 

This  is  Jilxo  an  enormously  complex  suhjeet  whieh  ha«  excited  considerable 
rontrovt»rsy  in  rhe  past  several  years.  We  believe  that  ptibllc  dlsaisslons  «»f  armn 
transfer  issm^  and  leKishitiou  have  Ikvu  huuditnippeil  by  the  failure  to  hiendfy 
whhh  of  two  basUally  ronttictiuK  assumption  Is.  or  should  be,  controlling  In 
luakliiK  arms  transfer  diM'istons.  These  assumptions  are: 

That  hi^^her  urumuient  levels  generally  Increase  the  risk  of  conn.ct  and  that 
lower  h»vels  are  therefore  desirable. 

That  an  Increase  In  tlefeuse  capability  by  the  weaker  of  two  potential  adver- 
fiaries  t-reattuK  a  level  nf  balantv  lietwe^^n  them — reilnces  the  likelihood  of 
c<int1irt  lK»t\ve4»n  them  ami  Is  therefore  desirable. 

The  first  aHsuaiption  seems  to  tlKure  prominently  In  the  rationale  behind  arms 
rcHtraiut  lexislatiou  ami  ret*ent  Kxecutlve  liranch  actions  and  the  second  Is  more 
wblely  embrac*Hl  by  Individuals  In  Inith  (ioverunient  and  Industry  involved  In 
sptH*llic  tran-^ictlons.  We  believe  this  breakdown  to  be  significant  be<'uuHe  the 
tlr»t  assumption,  which  seems  to  enjoy  some  popularity  with  lejclslators  and 
Kxe<'Ulive  Branch  «>tflcials,  is  the  m*>re  abstract  and  seems  to  sidestep  certain 
very  real  elements  of  jmUment  and  de<'lslonniaklnK. 

In  our  view,  the  ^tal  elements  of  JudKmcut  which  should  he  applied  to  arms 
sales  were  iiHuprelu  ustveiy  and  succinctly  stated  by  Hep.  Stephon  J.  S<darz  In  hl8 
nihln'ss  of  November  L*S,  l*)77.  before  the  American  Defense  Preparedness  Asso- 
claliou.  On  that  occasion,  ("ontfressnmn  Solarz  outlined  V\  general  reasons  why 
a  given  arm?*  transfer  shouhl  be  favore«l  and  12  general  reasons  whiidi  wouh! 
ndlltate  against  such  a  transfer.  Because  we  cannot  Improve  ou  these  well 
thonglit  out  cinulitlons,  we  would  like  to  sunuaarize  them  as  follows: 


I.  By  arming  our  allies,  we  strengthen  the  collective  security  of  ourselves  and 
our  frlenils. 

i».  If  we  nmke  a  friendly  nation  strong,  we  are  less  likely  to  have  to  Intervene 
In  Its  behalf. 

By  creallng  or  mnlntalning  a  regional  balance  of  power,  the  outbreak  of 
war  Itself  nmy  be  obviated, 

4.  Sale  of  arms  help  stdidlfy  |xdltlcal  relatlonsV  p  (  with  the  recipients. 

r».  Sah'S  of  arms  can  iielp  make  some  countr'.  s  more  dep  Mident  on  us  and 
less  dciMMulent  tm  the  Soviet  Tnlou  or  China. 

rt.  Just  a  wllli'igness  to  sell  arms  will  sohdlfy  a  relationship  with  a  given 
country,  refusal  to  do  st)  can  lead  to  a  shan*  deterloratUm  in  a  relationship. 

7.  To  the  extent  we  do  become  a  niajcr  8f>ppller  to  a  country,  that  country 
beoonu's  dein^ndent  on  ns  for  replat^ments  and  spare  luirts. 

R  If  we  btdleve  In  the  right  of  self  determination,  we  must  surely  recognize 
the  right  of  nations  to  determine  their  own  military  neetls. 

0.  Arms  saleii  make  a  positive  contribution  to  our  balance  of  trade. 


l  onirrPHs.  ?pn.^t(*.  rnmmlttee  on  Foreign  Relations.  Subcommittee  on  Foreign 
AKHistanre.  'nternatliUiHl  s^eurltv  AHHlstaaop  programs;  hearings.  9&th  Congress,  2d 
Ht^Hiilon.  WaHhlngtiMi.  T  S  Govt.  Print.  OfT..  1978.  p.  283-286. 
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10.  Hale  of  arnw  ahnmd  uieaiix  the  likeliluxHl  of  more  Jobs  at  home. 

11.  Hale  of  anuM  abroad  mliH-****  Xlw  ctmt  of  iinuH  (or  iUmx^sWv  iint*. 

I'J.  If  \vf  iloirt.  Ht?ll.  othffs  will.  (  This  in  not  a  |N>i)iiUir  ar^juiufiit.  but  no  one 
tniT  iU  uivs  thul  It  U  ti-ne. ) 

la.  Our  willingness  to  soil  rtMiv*'ntio?nil  anas  nin  prt^vtMit  t  onntrlen  from  imr- 
HuinKa  iiurlear  altornatlvi*. 


I.  SHliiiK  wtwipons  In  volatile  hwhh  ciiu  e\arfrbat«»  old  iivalrh»s. 

•J.  Hy  M'lllnj:  arms  to  both  si<K's  in  \\w  saun»  roiJ!li<  t,  wo  may  do  a  dissorviee  to 
onr  polltlral  pi  inrlpU^s. 

.hi^t  as  arms  salos  v:\n  irento  a  rt»K(onal  balamv  of  iiower,  tht»,v  can  create 
a  reKloiial  arms  rat***. 

4.  The  eonntrl(»s  wSo  nro  onr  allh«s  now  eould  Ih»  oontrolled  by  onr  enemlea 
tmjiorrow.  and  tliosi*  (Miomios  WfMilet  then  Control  the  arms  we  sold. 

o.  While  tho  sah»  t*(  arms  ran  inrreas!*  unr  inlhu»net»,  It  rouUI  Inerease  It  to  the 
demee  that  \\v  vo\\U\  x**t  iuv<>lv»Ml  In  wars  not  of  <nir  ehoosln^; 

«.  Wltliin  a  I'onUict.  heavily  armed  advt^rsaries  an»  likely  to  take  more  lives 
and  eauso  m<»rt»  dtvstrnrflon  than  imulH|uatt»ly  armetl  opponents. 

7.  Many  of  onr  sales^  k«>  to  n»pn«s>dvt»  regimes  more  lntere«te<l  In  oppressing 
thidr  i>wn  iHM>ple  than  in  ilofendin^  themsidves  from  relatively  nonexistent  forelkii 
throats. 

s.  Sah»  of  arms  to  imiopit  oonniries  t»an  resnlt  In  divershai  of  limited  economic 
resouroes  from  <leveh>pniont  tod(»fenso. 

M  Selllrjj:  our  most  sophlstiratiHl  woajions  to  other  countries  Iwfore  they  art  In 
us4»  In  the  I  nititl  States  puts  our  seenrity  sc^cond. 

10.  Soiling  advanced  weaiH)nry  escalnleH  the  risk  of  these  arms  falling  Into 
enemy  han<ls. 

II.  lM«spiti»  restrictions.  wea|K»ns  sold  al)roa<l  oft<Mi  ixro  used  for  ai?>;resslve 
rather  than  defensive  puriK>ses. 

12.  While  others  Kniy  well  seM  if  wt»  don  t,  we  are  not  res])onslble  for  their 
nethuiH.  only  for  our  own. 

Obviously  all  or  even  most  of  Miese  considerations,  either  pro  or  con,  would 
n»»t  apply  to  a  KlvtMi  traiisaetitm.  but  some  of  them  will  always  apply  and  others 
will  apply  as  the  transaction  matures.  It  Is  a  delicate,  complex  Jmlginental 
Hltuatlou.  Therefore  we  wouhl  aj^rt^e  with  rt)UKressman  Holarz  when  lie  concluded  : 

**I  haw  to  ^M)uf^^ss  that  I  am  muMmifortalde  In  the  presence  of  those  who  Insist 
on  the  simplitleatlou  of  tin*  eoniplex,  ami  who  believe  that  arms  sales  are  either 
an  unndtiKatiHl  i»vil.  or  an  umissailable  Rood.  Arms  sales  in  general,  it  seems  to 
me.  are  nelthiM'  ^o(mI  nor  t^vil.  In  llu*  abstract,  they  nro  neither  helpful  n4)r  harmful 
to  the  national  interest.  Hut  arms  siilos  in  siHH»ifle  may  he  one  or  the  other,  and 
whether  they  nri»  or  aren  t  is  something  which  can  only  Ih*  rationally  determlncHl 
on  a    is#»  hy  ease  basis." 

Of  course,  the  <w>vernr.ieiit  has  the  rUht,  intlcHMl  the  obligation,  to  oversee 
foreign  sah»s  ;  but  in  our  view  the  six  policy  gnldtdines  issued  by  President  Carter 
on  May  1077.  and  the  dollar  et^iliug  aiuionnced  several  we€»ks  ag«)  r<»present 
exaetly  tlic  !>|h^  of  oversimplilh  ation  referred  to  by  ('ongn»ssnmn  S«)larz.  Taking 
the  six  iKdlcy  ^uldtdines  and  the  ivllltig  hi  order,  our  reasims  are  as  follows: 


The  nrst  iw>U<  y  jMiidelint^  Is  that  the  T.S.  will  not  be  the  first  F^uppller  to  Intro- 
duce a  newly  u  .  -n^d,  advam^ni  wtwiinai  Into  a  region,  when  that  weajHm 
would  iTcate  a  uantly  new  or  lilKher  combat  capability.  This  would  l>e 

|H»rftH«tly  all  r-Khi  if  th<Te  Is  sonu*  reason,  ai«rt  from  this  general  dictum,  that 
the  wouhi  l>e  re<'lple:it  sh.Mdd  not  have  the  weaimn.  However,  this  rule  make.** 
no  reference  to  those  .'as*»s  In  whieh  the  Unltwl  States  (lovenuneiit  has  gone 
throuKh  the  IH  pn)s  and  !2  cons  and  decided  that  it  Is  in  our  national  interest 
ff>r  that  country  to  ha>e  the  wea|>on  in  cpiestlon.  The  President  can  now  make 
an  e\<vption  to  all  six  guidelines,  and  l>ecause  they  are  .^ometiiing  of  a  shortcut 
for  Judgment,  such  Uh» way  Is  essential  to  the  national  Interest. 

The  second  guhh^line  is  that  the  T.S.  will  not  sell  or  jiermit  co-production  of 
such  advau  iHl  wt»ai>ons  until  they  are  deployed  with  T.S,  forces.  The  rationale 
iHdilnd  th's  Is  that  it  is  usually  Inconvenient  or  une<»onomlcal  to  build  and 
support  n  wraiMui  whieh  is  not  in  our  own  fore  As  a  guideline,  uowever,  it 
Ignores  the  i'jict  that  a  country  may  Iiav2  an  immediate,  %'alid  need  for  the 
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ut*M|Min  whU  h  Ik  rmt  arliiovu'oh*  by  other  nutans  aiul  n»ay  nml  th*'  W(»a|Km  hofore 
i(  is  lihM»r{H>ratf(:  into  I  .S  f»»r«  rs  Whcro  want  thoin  to  have  It,  whore  It 
M  rvf^  our  inu  iHtst's.  ttn*  l*n*siih»iitial  **xrr|)t inii  |m)\%'(t  is  vital. 

Thlnl.  th«'  AOinini^tratlo!!  sa>s  it  will  not  |M>rinit  <lt'Volt)|nnent  of  advanced 
^♦♦M|»ons  s.»h  i>  fj»r  4'XiM»rt  A^aiii.  this  |K>li**y  is  hasoti  on  tho  tavt  that  we  ih>  not 
wiiut  to  support  u«*a|>on.s  \vt»  'iro  not  iinir^;.  IIowovct,  lhi»ri»  have  been  JustiHable 
t'XrfpMoiis  to  fills  riih*  n\u\  iloui»tlrss  there  will  l»e  olht»rs 

F'ouriii,  (-0  proitut  tion  \*\  othrr  rtuiutrion  of  si^iiit)«'ant  wea|Hiny,  e<iui|)inent  or 
iii;ijor  ronipoioMit.<  i*<  to  i^*  discouraged.  WhiU'  this  eaters  to  one  ilomeHtlo  lK)litieal 
»  oiisi<lerjHi(»ii.  i  tv.  thjit  I  S.  jolis  may  U'  lost  hy  eo  pr<Kliu'tion,  It  ij?!ioreH  another 
P<»liti(al  reali'y:  It  is  simply  a  faet  that  many  f(>n*ixn  buyers  whieh  want  the 
\\e4ipon  anil  whirli  ilu>  I  S,  ivnuts  to  havt^the  weapon  tM>uhl  not  purehase  it  uhIohr 
iloM'e  was  a  eo  priMliietioo  traihMifT  Soiaetiines  the  eost  <»f  tne  weapon  1h  ho  hif/ih 
iliat  they  eoiihl  not  afTonl  t<»  i)iiY  it  unless  thoy  pnxlure  |vart  of  it.  If  the  sale  is 
<leenie<l  valiil  iuiseU  on  the  eonsiderut ions,  then  tM>  prcMliit  tioii  shonUl  not  be  a 
controlliMK  f»iett»r  in  ilie  l  .S.  i;overiunent>  (let<*rnilnation  of  its  own  foreign 
poliey  »il»jeetives. 

'I'lie  hiih  j^nitlelines  is  tliat  T.S  weapons  or  equiianent  will  not  be  transferred 
\o  thirti  eountrifs  witiiout  our  eons^Mit  <»r  that  the  transfer  of  eertain  weapons 
may  U'  prohihiteil  altogether.  It  is  now  the  hiw  that  thin!  party  transfers  cannot 
oet  ur  w  lthiMit  r  s.  permission,  hut  to  prohibit  .sueh  transfers  altOKether  would 
lly  in  the  fjo-e  of  rrrtain  valitt  political  and,  eeononile  rfN)ulrementH  which 
liitve  orenrreit  from  t ime  tt»  titue  nml  will  a^aln. 

The  sixth  ^uitlehne  is  that  American  diplomatic  and  military  officials  will 
not  hf  porahUed  to  promote  Tlie  sale  of  arms.  Where  tlu»  sale  has  been  Identified 
to  he  in  the  imtionai  interest,  it  tlH«rt^ft)r<»  htvonies  a  national  priority  of  U.S. 
emp|o>oos  to  faeilitatt  iu>t  prtuiM»te,  hut  facilitate-  -that  sale,  Juat  as  they  would 
taeilitatj*  siKhitij;  «>f  a  treaty  or  pursue  any  cither  leptiniate  foreign  policy 
a^si^timent . 

lu  siimimiry.  ••o!ir«»rntnic  the  six  guidelines,  obviously  Government  has  the 
rluht  lo  i<ientify  possihh'  t rouhUvs|H>ts  relating  to  anus  sales,  but  we  urge  that 
leeway  to  maki*  tlu*  «-oiaph*r  a«'.Kiuent8  Involved  not  be coraprondsed. 


Our  posit ioti  vis  a  \ is  th*»  dollar  celling  on  arms  sales  aga*  hinges  on  the 
usscrtion  tliat  tlieri*  i\rv  a  great  niaMy  valid  arms  sales  projmsed  In  a  given  year — 
viilid  in  terms  of  the  'J."!  |»ros  and  Jons  and  valid  la  terms  of  the  needs  of  our 
allies  I'ut  simply.  lnMH>sUiou  of  a  celling  virtually  nulllfteR  the  case-by-case 
;U>proarh  antl.  in  the  pr«K  «'ss.  raises  itinunierable  other  difficulties. 

t>ii  a  sirii'tiy  philMNophlral  i»fisis,  an  arms  ceiling  Is  based  on  several  highly 
<piesti<»nai»le  assumpt i«>as.  First,  it  addresses  Itself  to  the  symptom,  the  amount  of 
arms  snhh  m»t  to  the  disease,  th*'  presence  of  threats  and  InsciMirlty  In  the  world. 
Seeoiid.  it  puts  the  < iovernnu'iit  in  the  |N>.«dtlnn  of  rtdlng  that  a  sale  Is  valid 
*ilmply  his  juisi*  it  is  Im  Uiw*  a  «*ertnin.  arbitrary  nuniWr  and  Invalid  simply  l)ecaU8e 
it  hrinus  the  totnl  al>ovi«  su^h  a  nundH*r. 

<  >|HTatioiially,  and  mttre  insiduously  In  our  view,  Imposition  of  a  eellng  re* 
l»l;it  r<  the  eiiorimMisly  r^Mnplieatetl  deeishanualting  pro<H«s.s  alluded  to  earlier  with 
a  simple,  jiml  w«'  thinly,  simplistic,  deterndnution  as  to  wIuto  the  request  falls  In 
ihe  li«iral  year,  lu  so  (hung,  it  puts  iMpml  cfUistralatH  on  .sales  central  to  U.S. 
interests  a.ul  those  tmly  uiarKinally  so.  1'liis  Is  in  c<miplete  contradiction  to  the 
11*1  point,  riisi'  hy  rast>  .mdgment  method  of  approving  or  disapproving  arms  sales. 

I  u  ad«iition,  a  <tM|ui»r  will  im|M>seoii  wouhl  Ik*  laiycrs  a  *'Monte  Carlo'*  mentality, 
in  wiiirh  they  mast  h^oU  warily  over  their  shoulders  at  the  armaments  decisions  of 
tdher  eomilries.  w  ho  h  are  nj>t.  and  slioidd  not  he.  any  of  their  business.  If  the 
ceiling:  is  administertHl  <ui  a  llrst  come  tlrst -.served  basis,  there  will  l»e  a  teiuloncy 
t'»»r  rountries  to  proiH»st»  ^ah's  wlilcli  have  not  sathclently  matureil  as  to  need  and 
hnuncinj;,  st)  as  to  he  i'»uisidenHl  while  there  Is  still  **room**  under  the  celling. 

If  Ihe  leiling  is  atlmiuistcretl  on  a  <p»<>^"  basis,  tlie  Government  will  l>e  re- 
quired to  distinguish  In  tw-tHMi  various  reKlons,  which  could  have  serious  foreign 
policy  re|HTeusshuis.  More  im|H»rta?d ly,  however,  countries  will  naturally  tend 
to  utilize  all  of  tlieir  quota  so  aw  to  avtud  having  unmet  demands  lu  later  years 
and  tlms  the  so  railed  <"eiliii»r  will  actually  htH'onie  a  ll(H>r,  p<;sslhly  escalating  arms 
v;ilc^  heyoutl  what  tliey  Would  have  liecu  in  the  absence  of  Fuch  a  celling. 
Knrther.  leeipimts  will  heeome  luuertaiu  about  the  reliability  of  their  sup|dler, 
the  Tnited  States,  and  nuiy  iH'eotne  resentful  if  their  r«M|iu»sts  are  rejected  on  the 
basis  cf  the  ceili!ig  ratlu^r  than  on  their  nu»rits.  T^ist.  countries  will  tend  to 
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opt  for  leM  eipennir^  and  tn  bome  eaM  lean  appropriate,  weaponry  in  order 

tONqueestf  In  under  the  celling. 

In  ahort,  wo  l>4*!leve  trmt  InipcKHiiion  of  a  celling  amounts  to  K«»vernDiental  aMl- 
cation  of  itM  rlahtful  and  all-iiui>onant  pollcy-UiaklnK  i>bll|faUonii  and  thua  repre- 
HentH  a  Mto|»  Imtkward  In  tlit^  atfompt  to  rivate  a  flerlhle.  IntelliKwit  aruia  aale 
atmoaphere  in  whleU  all  partlt^a  can  operate  t'oinfortably  and  In  g^od  ciaiKcleuce. 

QTIIUH   PaOPOHCD  CIIANOiCa 

In  cloaing,  we  wouW  like  to  comment  on  several  other  proiKmed  a^-tlons  which 
wo  iH^lieve  woultl  intcrfcro  with  the  evt>lutlon  of  the  Muitahle  <iise-l>y-ca8e  ap- 
proach to  Hales.  We  refer  first  to  {\w  (»ft-m*'nliomHl  extension  of  the  OonKretWilonul 
ncKiUive  veto  ^n^riod  on  Indlviduai  ^^Hles  from  ;iOaayM  to  45  days.  A^ain.  weauhmit 
ttiat  if  a  sale  hnn  Imhmi  tietermlned  to  iie  a  valid  anuH  transfer,  then  everything 
l)oH.sible  should  l^e  done  to  facilitaic  it.  iVrtalnly.  mnhing  should  be  done  to  Im- 
iNKlo  it.  While  Coagretw  liaa  a  legitimate  role  to  play  In  evolution  of  arms  sale 
iw>iic}'.  we  felt  that  the  :UMlay  ihtI^kI  tiaitalned  the  |>iw.>1l>iiity  of  unworkable 
delays  and  we  fivl  even  njon*  strongly  that  the  -irMluy  jierttnl  is  unwarranted. 
litH'ans,*  the  longer  {^^vUkI  would  im  reasi*  tho  risk  of  en<H»untering  Congreaalonal 
r«N»s.s,».4  and  <H>uld  Ih»  iwrlayed  into  months  of  waiting,  we  would  *n>I>ose  such  a 
change.  It  mak«*s  no  s*Mise  for  a  .Kio-mcudwr  <M»mmittei»  to  underUke  the  delicate 
assessment  of  the  25  prt>H  and  n>ns.  T!ie  ri»nKresH.  no  lesH  than  any  other  t»ranch 
iff  (Jovernnient.  has  si>me  ot>iiK'ati«»n  to  ex|>e<lite  sales  entered  into  in  good  faith 
by  onr  allies  and  friends  and  Implemented  Uy  I'.S.  iHim|wnit»t<. 

Kor  the  same  rcason.s.  we  wouUi  op|H».si»  any  change  from  a  negative  veto  to  a 
*'*^|nlrenu*nt  that  lH>ih  ho^l.sl^^  or  Con^cress  approve  each  sfile.  As  anyone  who  has 
ever  triiil  to  K'^  t  a  hill  imMmsl  can  attest.  |K>sitive  i^mgrt»s«i*mal  action  can  take 
up  to  two  yeara  or  more.  If  a  time  limit  on  i^ositive  (>)ngn»>«ional  action  were  to 
bo  inuiostN!.  it  woiUd  nwdt  in  hasty,  pro  fonna  action  on  nnist  traneactiona  and 
tlierefore  would  servo  no  punJo«»  save  to  clog  up  the  Congressional  calendars  and 
create  dis><iMisii in  ann»ng  our  allies. 

In  conclusii^n.  here  is  when*  the  American  aen>space  manufacturers  stand  :  Wc 
Mieve  tluif  arms  sales  are  not  in  themselves  had  and  that  many  are  extremely 
vahiaNe.  U»>wt' ver.  that  is  not  up  to  ms  to  decide,  nor  would  we  want  to  make  those 
thN'isu»ns  If  tlu'  (iovernment  iu  its  wi.^om  wIsIh-^i  to  imi)ede  all  arm«  tran^- 
aetions.  It  should  enihar^:.*  anas  s^ih^  Then  we  will  all  know  where  we  stand.  If 
not»  and  If  thr  Covenunent  at  knowbHlges  that  8oine  «alc«  are  valid,  these  sales 
shonUI  he  allowed  to  forwiml,  .Vs  nianufactnn»PH.  we  nhould  receive  fidl  sui>- 
port  in  HjitisrviuK'  the  huyt^r  as  to  the  te^^hnitnil  s|)o<'iti(nitioiu*,  delivery  schetlule 
pricing,  cstahiishment  of  h>gi.Ktl(^l  and  miin>ort  systems,  training  of  personnel  and 
furnishing'  «»f  follow  on  supiH»rt,  If  thesi*  factors  are  not  acvoujite^l  ^)^.  industry 
caniuM  assun*  proinin  aru!  efTective  iuiiJenuMitatiou  of  valid  arms  transactions 
W»»  hM>k  to  thf  (%>u>rn^?^  aiui  the  Kx^^Mitlve  Hranch  to  make  these  Judgmental  care^ 
fully  and  iiuei:i*,vntl.v  and  he'p  Anu  rlcan  industry  to  take  it  from  there 
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TiiR  United  States  a»  Arms  Sdfpueb;  A  Poucy  That  Mauji 

Srnse  * 

(By  Robert  D.Heinl,  Jr.) 

Washinoton  (NANA-DN).— President  Carter's  moralistic  deci- 
Moii  to  curUil  if  not  wholly  arrest  U.S.  international  arms  ©xtwrte 
betrays  tlie  olassic  chicken-vs.-egg  confusion  between  amis  and  tension 
which  has  traoped  so  nuuiy  of  the  world's  tender  minds. 

Clearer-headed  students  of  world  conflict  have  long  perceived  that 
foreign  policies  and  national  objectives  provide  the  underlying  dy- 
namics of  ttrmsprograms.  But  a  vociferous  and  woolly-minded  minor- 
ity, to  whom  Carter  now  seems  to  be  joining  himself,  proclaim  tiie 
reverse — that  international  trade  in  armaments  »m  in  itself  destabiliz- 
ing, exploitative  and,  well,  a  bit  indecent. 

This  is  a  big  switch  insofar  as  U.S.  iwlicy  is  concerned. 

Ever  since  World  War  II,  discriminate  grants  and  sales  of  arms  to 
friendly  foreign  nations  have  been  a  pillar  of  our  alliance  systems  and 
^neraUy  of  U.S.  foreign  relations.  This  is  hardly  unique  to  the  United 
States;  not  only  Russia  but  most  other  leading  powers  and  not  a  few 
of  lesser  standing  (e.g..  Sweden.  I^lgium,  Czechoslovakia)  have  major 
iirmaments  industries  and  use  arms  exports  as  prime  tools  of 
diplomacv. 

It  has  been  just  over  four  decades  since  the  United  States  has  been 
last  lauglit  up  by  the  "merehants  of  death"  dcmonology  of  the  19308. 

In  those  distant  times,  when  Hitler  was  arming  Germany  at  a  rate 
almost  eaual  to  that  of  Russia  today  and  the  West  as  usual  was  cutting 
defense  fortes  and  budgets  in  favor  of  social  welfare,  the  belief  pre- 
vailed that  the  manufacture  and  export  of  arms  was  a  significant  cause 
of  war. 

The  Senate  miinitions  investigations  of  1934-36  by  the  headline- 
grahhing  \ve  fonmiittee  e.\p(>sc(l  to  true  Ix'lievers  the  villanies  of  the 
anus  tratle  and  Ugat  the  i;putrality  acts  intentled  to  keep  the  United 
States  out  of  anv  such  dirty  business  and  therefore  keep  us,  and  maybe 
the  world,  out  or  war. 

As  is  well  known,  the  neutrality  laws  had  no  such  effect  whatever, 
save  to  lull  the  public  mind,  and  "had  to  be  elaborately  circumvented 
iK'foiv  iM'ing  drowned  out  in  the  tidal  wave  of  war'  they  failed  to 
prevent. 

rn<l»'rlyinir  the  inu'<hy  thinking  of  th()s<»  days  and  now  of  today, 
there  lies  a  body  of  faii...y  and  mythology  i-egardin^'  the  so-oalled 
**arnjs trade"  winch  can  Ih'  siumned  up  in  the  following  propositions: 

(I)  Armaments  in  themselver  provoke  wars,  bankrupt  nations, 
foster  international  hostility,  and  constitute  the  world's  most  un- 
settling influence. 

*Reprtnted  by  p«rmUsloti.  Scapower,  v.  20.  August  1977  :  .<)2-33. 
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(2)  Any  increa^  in  the  availability  of  weapons  will  inevitably 
bring  about     increase  in  their  uae. 

.  (8)  Traus^jr  of  arms  to  the  Third  World  is  mounting  alarm- 
ingly and  will  continue  to  grow  without  check  unless  we  quickly 
take  steps  to  control  it.  ^  ^ 

(4)  Denving  "sophisticated  arms"  to  the  Third  World  auto- 
maticallv  decreases  the  risk  of  war  amonff  the  lesser  nations. 

(6)  All  that  IS  required  is  for  the  United  States  to  mend 
Its  ways  (the  Jimmy  Carter  thesis)  and  then  for  the  two  iriant 
arms  suppliers,  the  United  SUtes  and  Russia,  to  reach  agreement 
to  control  world  traffic  in  armaments. 

of  Vh^^clisj'*''^*^  *  P^**P°8»'»ons>     to  the  foot 

Armaments  do  not  cause  wars.  Human  behavior  nnd  rivalries  gen- 
I'rate  the  claims  whose  ultimate  resolution  and  satisfaction  are  found 
in  war.  As  Winston  Churchill  once  said,  "It  is  the  greatest  mistake 
to  mix  up  disarmament  with  peace.  When  you  have  peace,  you  will 
have  disarmament  ♦  Nor  is  there  any  record  of  an  armaments  program 
ever  "bankrupting '  a  nation,  whatever  that  really  means. 

States  arm  themselves  and  on  occasion  fight  wars  not  because  they 
have  armed  forces  on  hand  but  in  rough  proportions  and  response  to  the 
scales  of  national  objectives  or  perceived  international  threats 

With  the  exception  of  the  Middle  East  and  a  handful  of  African  and 
LAtin  American  countries,  and  India,  to  which  arms  transfers  have  in- 
deed spiraled,  the  transfer  of  arms  from  developed  to  underdeveloped 

I'Tnl^^^^''"  ''^'^^}^  if  anything  leveled  off  since  the 

mid-1960s.  Throughout  Sub-Saharan  Africa,  for  example,  aggregate 
defense  expenditures  as  iwrcentage  of  gross  national  product  average 
less  than  10%  and  have  mostly  dropped  rather  than  risen  since  1970. 

The  protH>nsity  to  kill  each  other  among  Third  World  countries  is 
unaffected  by  the  level  of  arms  on  hand.  As  Idi  Amin  has  demonstrated, 
small  arms  can  be  as  geiiwidal  as  nuclear  weapons.  They  just  take  a 
little  hmger.  •' 

vSuperpower  ri'straints  (even,  if  you  could  believe  it,  on  the  part  of 
Russia)  would  have  little  effect  on  the  trade  of  arms  with  the  Third 
World.  W  hile  It  IS  true  that  the  USSR,  the  United  States,  France,  and 
Britain  supply  well  over  90%  of  "major  weapons"  to  the  underde- 
velojied  countries,  the  following  nations  have  burgeoning  arms  export 
capacities  and  markets  ready  to  absorb  any  slack  from  the  large  sup- 
pliers: Sweden,  Belgium,  India,  West  Germany,  Italy,  Canada,  The 
.Netherlands,  Switzerland,  .South  Africa,  and  Israel. 

What  w-e  need  to  understand  from  all  the  foregoing,  and  what  Carter 
and  his  advisers  seemingly  do  not  understand,  is  that  a  world  trade  in 
arms  is  not  something  inherently  nefarious  or  destabilizing  but  a 
reality  in  the  world  as  it  exists. 

To  deny  r  .rselves  tht>  demonstrable  diplomatic,  economic,  and  secu- 
rity advantagi>s  that  result  from  being  a  rational  supplier  of  arms  in 
the  wijrld  marketplace  is  to  set  the  clock  back  to  1937  and  1938-  and 
we  all  know  what  started  in  the  year  that  followed  ' 
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WEAPONS  FOR  THE  WORLD 

^-----UPDATE  11* 

The  U.S.  Corporate  Role  in  International  Arms  Transfers 


The  Carter  Policy  and  11$  Effects 

In  May  1977  President  Carter  issued  an  Lxecutive  policy 
statement  in  which  he  said,  "Because  of  the  threat  to  world 
peace  enU>odied  in  this  spiralling  arms  traffic,  and  because 
of  the  special  respunsil)ihi\  v\e  biwr  as  \he  largest  arms 
seller,  I  believe  that  iht^  I  niled  Stales  must  take  steps  to 
restrain  its  arms  transfers 

Siv  basic  guidrltr^f^N  delineate  fVt»Mdent  Carter  s  general 
polu  V  tor  the  V  S  role  in  international  arms  sales  They  con 
tarn  provisions  limiting  the  dollar  value  of  weapons  sold, 
the  spread  of  sophistu  cited  weaponry,  the  design  of 
weapons  spt  t  itii  alls  t(n  export.  (  oproduc  tion  agret^ments. 
relranstt»rs  ot  mditars  e()ui[>rTUMit  ot  U  S  origin,  and  military 
sales  promotion  b\  g(>\  cr  ruTirnt  or  corporate  representa- 
tivts  abroad 

1  here  artv  houexer  import.mt  caveats  to  the  guidelines 
IxertiptecJ  from  th*'  liiTntations  are  NAK)  cc^untries,  |apan. 
Australia  .wid  Nevs  /e.dvunl  (<u  well  as  hrael  iniplu  itly) 
Moreover,  the  guidelines  specifically  do  not  apply  to  sales 
ot  support  servK  es  and  training  (as  opposed  to  weaponry) 


The  policy  immediately  became  the  center  of  consider- 
able speculation  and  debate  The  above  mentioned  "loop- 
holes" were  the  focus  of  muc  h  c  ritic  ism  by  members  of  the 
peace  community,  while  members  of  the  defense  com- 
munity attacked  the  guidelines  in  general  as  overly  restric- 
tive, inconsistent  and  confusing;  to  both  I  S  militarv 
companies  and  our  allies 

Numerous  analyses  of  the  Carter  policy  and  its  effects 
have  subsequently  appeared  (See  "Implications  of  President 
Carter's  Conventional  Arms  Transfer  Policy/'  by  the  Con- 
gressional Research  Service  of  the  Library  of  Congress 
(Washington,  D  C  Government  Printing  Office,  September 
22,  1977);  "Conventional  Arms  Restraint  An  Unfulfilled 
Promise,"  by  Michael  T  Klare  and  Max  Holland  for  the 
Institute  for  Policy  Studies  (Washington.  DC,  1978),  "Arms 
Across  the  Sea/'  by  the  Brookings  Institution  (Washington 
DC,  1978],  and  "President  Carter's  Arms  Transfer  Policy  A 
Critical  Assessment,"  by  Seymour  Weiss  for  the  Advanced 
International  Studies  Institute  [Washington,  DC  ,  1978), 
among  others).  The  Council  on  Economic  Priorities'  own 


•Keprlntpil  l).v  pirmiHHioD  of  Council  on  Economic  Prtorltles  from  News- 
lettor.  CKV  Publication  N  A~9.  December  IS.  1078. 
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analysis  of  the  Carter  policy  published  in  October  1977 
[Weapons  tor  the  World/Update.  R7-3).  reserved  final  ludg- 
ment  as  to  the  ultimate  effect  of  the  Carter  policy, 
allhough  we  held  out  hope  that  it  might  presage  a  new 
direction  in  txecutive  mitiatives  to  hmit  U  S  participation 
in  the  world  of  international  arms  transfers  " 

One  year  later,  it  is  now  apparent  that  these  new  guide 
lines,  whi!*»  enforced  m  certain  limited  areas,  have  yet  to 
produce  any  basu  alteration  m  the  growth  and  pattern  of 
U  S  arms  sales 

In  keeping  with  the  principles  of  these  guidelines,  the 
Carter  Administration  has  taken  a  limited  number  of  steps 
to  (urtail  certain  aNptnts  of  the  US  arms  trade  It  has 
apjiarently  kept  iIn  promise  to  reduce  (by  8%)  1978  ^ales  of 
weaponry  to  countries  other  than  our  closest  allies.  In  addi- 
tiofTTT^nPfty  1978  the  State  Department  announced  that  in 
the  preceding  year  it  had  rejected  $1  billion  in  Foreign 
Military  Sales  (FMS)  requests— both  in  the  interest  of  pre 
serving  regional  stability  and  for  human  rights  reasons  — and 
that  it  had  turned  down  S800  million  in  sales  proposals  for 
technical  and  security  reasons  Details  on  these  and  any 
subsequent  rejections  are  currently  classified 

The  State  Department  has  also  rejected  several  sales  by 
foreign  countries  of  weapons  with  U  S  components  Such 
rejections  include  a  sale  of  Israeli  Kfir  fighters  to  Ecuador 
in  1977  (in  keeping  with  a  U  S  policy  restricting  the  sale  of 
sophisiticated  weaponry  to  South  America);  a  S2  billion 
agreement  for  the  Swedish  Viggen  fighter  to  be  coproduced 
in  India  (it  is  not  presently  U  S  policy  to  sell  military  air- 
craft to  either  India  or  Pakistan);  and  the  sale  of  20  Italian 


Aeritalia  C.222  transport  aircraft  to  Libya  (to  whom  the  U  S. 
no  longer  sells  arms);  among  others. 

In  addition,  the  Carter  Administration  has  reportedly 
attempted  to  monitor  and  limit  the  display  of  U  S  military 
equipment  by  corporations  at  international  air  shows 

Record  Number  of  FMS  Orders  in  1978 

By  contrast,  these  steps  toward  limitation  of  U  S  foreign 
military  sales  activities  appear  ineffectual  in  the  light  of 
figures  already  available  on  FMS  activities  in  Fiscal  1978 
An  estimated  all  time  high  SI  3  4  billion  in  FMS  orders  were 
received  in  the  year  October  1 , 1977  to  September  30,  1978 
Of  these  orders,  Saudi  Arabia  accounted  for  S4  1  billion, 
Iran,  S2  6  billion,  Israel,  SI  4  billion,  and  Egypt,  S937  million 
While  weapons  sales  to  countries  other  than  our  closest 
allies  were  in  fact  reduced  to  S8  51  billion  in  1978  (slightly 
less  than  the  S8  55  billion  ceiling  projected  by  Carter  — and 
down  from  S9  9  billion  in  1977).  sales  of  military  services 
such  as  training  and  construction  remained  uncontrolled 
and  unrestrained  In  1978.  for  example,  over  S4  billion  in 
training,  construction  and  support  offers  were  made  to 
Saudi  Arabia  alone  More  generally,  the  Department  of 
Defense  (DoD)  estimates  that  60%  of  all  FMS  contracts  are 
for  support  articles  and  services 

In  addition,  the  General  Accounting  Office  (GAr>)  has 
questioned  the  DoD  accounting  practices  on  which  the  pro- 
posed reduction  from  S9  9  billion  in  1977  to  $8  55  billion  in 
1978  of  weapons  sales  to  nations  not  our  primary  allies  was 
projected  According  to  the  GAG.  last  year's  S9  9  billion 
figure  was  inflated  due  to  FMS  accounting  practices,  and 
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this  year's  $8  55  billion  ceiling  in  tact  represented  only  a 
$66  million  reduction  from  last  vear'5  weapons  sales  to 
these  nations 

While  the  prohibition  on  certain  sales  of  foreign  weap- 
onry containing  U  S  components  indicates  an  attempt  is 
being  made  to  maintain  regional  balances  and  limit  the 
spread  of  U  S  military  technology,  the  U  S  has  continued 
its  sales  unabated  in  the  most  unstable  of  regions,  the  Mid- 
east In  addition  to  Israel.  Saudi  Arabia  and  Iran,  tgypt  has 
now  been  added  as  a  major  purchaser  of  U  S  military 
e(juipment  and  servues 

The  various  restraints  which  the  Carter  Administration 
has  exercised  have  not  succeeded  m  stemming  the  general 
volume  and  changing  direction  of  foreign  military  sales 
under  the  Nixon  and  Ford  Administrations  The  rujmber  of 
rejected  sales  and  refused  transfers,  which  the  Carter 
Administration  nas  publicized,  may  have  resulted  from  a 
greater  world  demand  for  U  S  weapons  or  weaponry  with 
US  components  ather  than  from  the  ability  of  the 
Administration  to  restrain  the  U  S  role  in  worldwide 
transfers 

Further  Criticisms  of  FMS 

While  the  debate  over  foreign  military  sales  has  ranged 
over  a  wide  variety  of  issues  (see  Weapons  for  the  Worldl 
Update  for  a  brief  summary),  several  new  areas  of  concern 
and  criticism  have  emerged  within  the  last  year 

^ize  of  the  FMS  Program  The  sheer  size  of  the  F\tS  pro- 
gram (which  has  developed  basically  only  over  the  past  four 
years)  has.  in  and  of  itself,  emerged  as  a  problem  The  U  S 


has  received  FMS  orders  totalling  $47  2  billion  over  1974-77 
Because  of  the  tremendous  rate  at  which  these  orders  have 
been  coming  in  — and  because  many  of  the  orders  are  far 
the  most  advanced  U  S  weapon  systems  just  now  entering 
production  — the  majority  of  these  orders  are  not  filled 
immediately  and  accumulate  in  a  backlog  for  future  fulfill- 
ment As  of  1977  there  was  a  huge  backlog  of  $39  2  billion 
in  unfilled  FMS  orders  This  backlog  is  effectively  equiva- 
lent to  the  combined  annual  U  S  DoD  procurement  and 
research  and  development  budgets  in  recent  years  {$42 
billion  in  1976  and  $50  4  billion  in  1977)  Filling  these  orders 
has  become  a  major  administrative  task  for  the  U  S  Army. 
Navy  and  Air  Force  In  its  Report.  "Foreign  Military  Sales  — 
A  Potential  Dram  on  the  U  S  Defense  Posture/  the  GAO, 
for  example,  has  estimated  that  in  1975  50%  of  the  U  S 
Army's  procurement  went  to  fill  foreign  orders 

Congressional  Control  Since  FMS  activity  rose  dramatic 
ally  in  1974.  the  ability  (or  lack  of  ability)  of  Congress  to 
monitor  and  control  these  sales  has  been  a  major  issue  (see 
Weapons  for  the  World  Update  for  a  brief  review  of 
Congress'  role)  Since  1975  Congress  has  had  the  power  to 
veto  major  sales  of  military  equipment  and  services  In 
1977  Congress  obtained  more  lead  time  (30  days)  in  which 
to  exercise  its  veto  power  Despite  this  power  and  vocal 
opposition  to  several  major  sales,  hov\ever.  Congress  has 
yet  to  actually  disapprove  any  sale  proposed  by  the 
Executive  In  two  cases-the  $12  billion  sale  of  Boeing 
AWACS  early  warning  and  communications  aircraft  to  Iran 
in  1977.  and  the  $2  5  billion  sale  of  F-15  fighters  to  Saudi 
Arabia  in  1978  — substantial  Congressional  opposition  was 


eventually  overconne  by  the  Carter  Administration  In  such 
cases,  by  the  time  these  maior  sales  are  actually  submitted 
to  Congress,  too  much  international  momentum  has  been 
built  up  for  a  Congressional  rejection  without  major  foreign 
policy  repercussions  In  its  report  for  the  1978  International 
Security  Assistance  Act.  the  Senate  Foreign  Relations  Com- 
mittee noted  "The  committee  too  often  has  heard  the 
Executive  Branch  argue  that  the  U  S  has  made  a  commit- 
ment to  sell  a  certain  weapon  and  that  a  Congressional 
refection  will  violate  that  commitment  and  seriously 
leopardi/e  U  S  rekuions  with  the  proposed  buyer  nations  " 
The  newly  en.u  ted  legislation  c  onsecujently  spec  ifies  that 
the  military  survevN  v\hKh  the  Ui>l)  conducts  in  foreign 


countries  to  determine  defense  needs  and  capabilities  prior 
to  major  sales  should  not  be  interpreted  as  commitments 
by  the  US,  and  that  Congress  must  be  informed  of  all  such 
surveys 

In  addition,  the  1978  International  Security  Assistance 
Act  requires  licensing  for  the  export  of  "crime  control  and 
detection"  equipment  to  most  countries  (NATO.  Japan, 
Australia  and  New  Zealand  are  exempted),  and  prohibits 
the  issuing  of  such  licenses  to  countries  with  established 
patterns  of  human  rights  violations,  unless  the  President 
notifies  Congress  that  "extraordinary"  circumstances  exist 
(see  "Supplying  Repression."  by  Michael  Klare.  Field 
Foundation.  (New  York,  1978) ) 


Table  I 

TOP  25  FMS  CONTRACTC  RS.  FY  1977 

(Thousands  of  Dollars) 


1.  Northrop  Corp, 

2.  McDonnell  Douglas  Corp. 

3.  Lockheed  Corp. 

4.  General  Dynamics  Corp 

5  Grumman  Corp 

6  General  Electric  Co. 

7.  Hughes  Aircraft  Co 

8.  Raytheon  Co 

9  Mi  Ryung  Construction  Co  LTD. 

10.  Litton  Industries  Inc 

11.  You  One  Construction  Co.  LTD. 

12  United  Technologies  Corp 

13  Peterson  Builders  tnc 

14  Saudi  Tarmac  Ltd  & 

Saudi  OS  Ltd 
15.  Textron  Inc. 

1.^.  Westinghouse  Electric  Corp. 

Ford  Motor  Co. 
t8.  HarscoCorp. 
i%.  Texas  Instruments  Inc 

20.  American  Telephone  & 

Telegraph  Co. 

21.  Chamberlain  Mfg.  Co 
22  American  Motors  Corp 
23.  Singer  Co. 

24  Teledyneinc 
25.  Hercules,  tnc. 


1977 

1976  (rank) 

853  022 

Si  2fi2  509 

446,134 

1 1Q  111  /0\ 

303  322 

www  1  w&  & 

252,814 

303,662  (3) 

220.958 

248.134  (5) 

156  092 

17^ 

1 49  09fl 

13'  ''lO 

• 

• 

1 0^  1  Qfl  M  1  \ 

79.193 

• 

77,247 

• 

73.540 

'470(10) 

70,986 

'    '>62  (20) 

42,260 

n.a. 

39,698 

61,428(15) 

34,554 

n.a. 

26,773 

24,596  (23) 

26.099 

• 

22,805 

88,790(13) 

22,224 

• 

21,241 

27,024  (22) 

19.879 

n.a. 

Total.  Top  25  Companies  $3,695,277  $4,235,075 


FMS  Total  $4,449,536  $4,860,222 


•Not  among  top  25  FMS  contractors  in  1976, 

Source  *  Foreign  Military  Sales,  lop  25  Companies  and  Their  Sub- 
sidiaries Listed  According  to  Net  Value  of  Military  Prime 
Contract  Awards  Fiscal  Year  19V."  Department  of  Defense, 
Washington  Headquarters  Services,  Directorate  for  Informa 
tion  Operations  and  Reports.  May  15.  1978 

Note:  FMS  contract  awards  for  the  transitional  quarter  197T,  July  1. 
1976  to  September  30.  1976.  are  not  Included  in  the  above 
figures  for  1976  or  1977  Total  FMS  awards  for  that  lime  period 
were  $935,983,000  These  figures  are  not  presently  available 
on  a  company  by  company  basis. 
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The  Corporations 

In  the  midst  of  the  attempted  restraints  of  the  new  Carter 
pohcv.  actual  FMS  contracts  placed  by  the  DoD  with  pri> 
vate  firms  to  fill  the  increasing  volume  of  orders  — contracts 
which  have  risen  steadily  from  $2  8  billion  in  1974  to  $3  68 
billion  in  1975  and  $4  86  billion  in  1976— dropped  slightly 
in  Fiscal  1977  to  $4  45  billion  This  leveling  off  in  corporate 
contracts  may  be  in  part  attributable  to  the  fact  that  much 
of  the  multibillion  dollar  military  construction  work  now 
underway  in  Saudi  Arabia  is  being  carried  out  by  the  U  S 
Army  Corps  of  Engineers  instead  of  by  private  contractors. 
In  light  of  the  tremendous  backlog  of  FMS  orders,  however, 
CEP  feels  it  is  likely  that  this  slight  drop  in  FMS  contract 
awards  to  U  S  corporations  may  only  be  a  temporary 
phenomenon 

Of  the  ten  top  FMS  contractors  in  1976.  eight  remained 
among  the  top  ten  in  1977  For  the  second  consecutive  year 
Northrop  received  over  80%  of  its  DoD  contracts  from  FMS 
awards  General  Dynamics,  which  had  been  eighteenth 
among  FMS  contractors  in  1976  jumped  to  fourth  in  1977, 
with  FMS  awards  accounting  for  22%  of  its  DoD  business 
Lockheed  also  increased  its  reliance  on  FMS  contracts  from 
9%  in  1976  to  19%  m1977  Grumman  decreased  its  depen- 
dence on  foreign  military  contracts  from  31%  in  1976  to 
18%  in  1977.  and  Raytheon  decreased  from  28%  to  14  3% 
FMS  awards  accounted  for  a  slightly  decreased  percentage 
of  total  DoD  business  for  McDonnell  Douglas.  General 
Electric.  Hughes  and  Litton  Textron  which  had  been  tenth 


in  1976  dropped  to  fifteenth  in  1977,  with  awards  of  $74 
million,  while  FMC,  a  manufacturer  of  armored  personnel 
carriers,  which  had  been  seventh  in  1976,  did  not  appear 
among  the  top  25  FMS  contractors  at  all  in  1977 

Among  the  top  ten  FMS  contractors,  U  S  corporations 
were  less  dependent  on  FMS  contracts  to  supplement  their 
overall  DoD  awards  in  1977  than  in  1976  (24  5%  versus 
30  5%)  (This  figure  excluded  the  Saudi  Ml  Ryung  Construe 
tion  Company  which  received  100%  of  its  DoD  contracts 
under  the  FMS  programs  Inclusion  of  Ml  Ryung  would 
bring  the  average  dependency  figure  up  to  32%  ) 

1.  Northrop.  By  far  and  away  the  most  active  U  S  corpora 
tion  in  foreign  military  sales,  Northrop  received  almost 
20%  of  all  FMS  contracts  awarded  in  1977  — or  81  5%  of  its 
DoD  contracts  in  that  year  (down  slightly  from  87  3%  in 
1976)  Its  huge  "Peace  Hawk"  technical  services  and  con 
struction  contract  with  the  Royal  Saudi  Air  Force  — worth 
$14  billion  through  mid-1979  — has  been  extended  for 
another  three  years  at  a  total  SI  3  billion  Northrop  also 
received  a  $74  million,  two-year  management  and  support 
contract  with  the  .Imperial  Iranian  Air  Force  in  the  fall  of 
1977  The  largest  F  5E  order  of  1978  came  from  Egypt  This 
sale  of  50  F-5E/Fs.  originally  estimated  at  $590  million,  is 
now  estimated  at  $700  million  Other  major  anticipated 
orders  for  F-5E/Fs  in  1978  include  16  for  Indonesia  at  $125 
million,  12  for  Sudan  at  $117  million;  and  four  to  Thailand 
at  $15  million  In  adition  Saudi  Arabia  reportedly  trans- 
ferred  four  of  its  early  model  F-5Bs  to  Yeman  in  1977 
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2.  McDonnell  Douglas.  McDonnell  Douglas,  presently  the 
DoD's  largest  (ontractor.  received  $446  million  of  its 
$2,574  million  in  contract  awards  as  a  result  of  foreign 
military  sales  in  1977  The  $2  5  billion  order  for  60 
McDonnell  Douglas  F-15s  from  Saudi  Arabia  m  1978  will 
certainly  increase  McDonnell  Douglas'  FMS  contract 
*mards  in  vimts  to  tome  In  addition,  in  1978  Israel  was 
ottered  IS  hi  Ss  for  $4  n  million,  and  Japan  8  F-15s  for  $144 
million  Also  in  1978.  31  F-4t  fighters  were  offered  to  Iran 
for  $^S0  million  and  11  reconnaissance  versions  of  the  F-4 
were  offered  to  that  country  for  $170  million.  Spam  was 
also  offered  4  RF-4s  for  $11  million  Moreover,  the 
McDonnell  Douglas  Harpoon  missile  was  also  offeied  to 
several  nations  Germanv  14J  tor  $86  million,  Spam.  40  for 
$29  million.  Sweden.  KX)  tor  $94  2  million,  and  Australia 
(amounts  classified)  All  told  more  than  $17  billion  in 
offers  involving  McDonnell  Douglas  military  >x^uipment 
were  made  during  1978 

3.  Lockheed,  lockhoed  increased  its  FMS  contract  awards 
for  1977  to  $  105  million,  up  substantially  from  $139  million 
in  197f)  In  V»78  |apan  was  offered  8  P-3C  antisubmarine 
patrol  aircraft  for  $UX)  million,  five  of  which  are  to  be  pro- 
duc  ed  under  li  .ense  in  th^t  country  Japan  plans  to  acquire 
4S  of  these  aircraft  at  an  estimated  value  to  Lockheed  of 
$2S0  million  The  C-130  transport,  which  has  sold  well 
around  the  world,  was  ordered  by  Fgypt  (14),  Portugal  (3) 
and  Bolivia  (1)  m  1977  Additional  1976  and  1977  O130H 
orders  have  been  reported  from  Brazil  (2  KC-13G  tankers). 
Cameroon  (2).  Gabon  (1).  Iraq  (6)  and  Sudan  (6)  In  addition 
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to  its  technical  assistance  programs  with  the  Imperial 
Iranian  Air  Force  and  the  Iranian  Aircraft  Industry  (see 
Weapons  for  the  WorldiUpdate),  Lockheed  also  reports  that 
It  is  now  providing  support  services  to  the  Royal  Saudi 
Arabian  Air  Force 

4.  General  Dynamics.  The  sharp  rise  in  General  Dynamics' 
FMS  contract  awards,  from  $4S  million  in  197b  to  $303 
million  in  1977,  is  attributable  to  commencement  of  work 
on  its  huge  $2  billion  sale  of  348  F'16  fighters  to  Belgium. 
Denmark,  the  Netherlands  and  Norway  It  now  appears  that 
additional  F-16  sales  to  other  countries  will  continue  to 
make  General  Dynamics  one  of  the  top  FMS  contractors  In 
1978,  75  F  16s  were  offered  to  Israel  for  an  estimated  $1,519 
million  Spam  is  also  reportedly  planning  to  purchase  72  F- 
16s  and  South  Korea  is  considering  a  buy  of  60-90;  Iran, 
which  has  already  ordered  160  of  the  aircraft,  would  like  to 
purchase  140  more  Economic  and  social  unrest  in  Iran, 
however,  have  reportedly  forced  a  postponement  of  this 
order 

5.  Grumman.  Grumman  s  work  on  its  major  FMS  contract  — 
80  F'14  fighters  for  Iran  — has  drawn  to  a  close  The  last  of 
these  aircraft  was  delivered  m  October  1978  Before  the 
present  civil  unrest  in  Iran,  that  country  reportedly  had 
been  interested  in  purchasing  an  additional  70  of  the  air 
craft —  a  purchase  which  would  have  been  worth  approxi- 
mately $9CK)  million  to  Grumman  Without  more  F'14 
orders,  Crumman's  FMS  work  will  undoubtedly  decline 
Other  FMS  orders  include  a  $35  5  million  Israeli  contract 
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for  the  Flagstaff  Mkll  hydrofoil  patrol  boat,  as  well  as  a 
projected  order  of  6  E'2C  Hawkeye  electronic  early  warning 
planes  by  japan 

In  a  dispute  over  a  $28  million  sales  commission  (only  Sfo 
million  of  which  was  actually  paid)  on  thv  original  Iranian 
F-14  sale.  Grumman  has  recently  reached  an  agreement 
with  the  Iranian  government  to  supply  it  with  $24  million 
worth  of  spare  parts  for  the  F-14s  without  charge 

6.  General  Electric.  General  E  lectnc's  FMS  contract  awards 
were  down  slightiv  in  1977  to  $221  million  (from  $248  mil- 
lion m  1976)  Because  CE  manufactures  |et  engines  for 
numerous  widely-exported  U  S  fighters  and  military  heli- 
copters. It  will  undoubtedly  retain  its  relatively  constant 
and  stable  position  among  FMS  contractors  m  years  to 
come  Major  aircraft  otters  involving  GE  engines  .nclude  all 
Northrop  F-5E/Fs,  and  all  McDc)nnell  Douglas  F-4s  Many 
foreign  military  aircraft  continue  to  be  powered  by  GF 
engines  and  several  nations  (ontinue  to  manutcu  ture  CE 
engines  under  licensin>4  a^reenients 

7.  Hughes  Aircraft.  The  Hughes  TOW  anti  tank  missile  was 
offered  to  several  countries  in  1978  West  Germany  (15.000 
for  $79  million),  Canada  (1728  for  $13  million).  Korea  (1.100 
for  $8  million  and  1,108  tor  $^  million),  and  the  United 
Kingdom  Iran  was  ottered  two  service  and  training  con- 
tracts in  support  of  the  Hu^he^  Phoenix  missile  which  arms 
its  F-14  fighters,  one  for  $4h  million  and  the  second  for  $68 
million  In  addition  both  West  Cerman\  and  Taiwan 
reportedly  will  be  purchasing  Hughes  air  defensf  systems 


8.  Raytheon.  As  a  major  supplier  of  exported  missile  sys- 
tems, Raytheon  continues  to  hold  its  place  among  the 
major  FMS  contractors  In  1978  its  Hawk  anti-circraft  mis- 
siles were  offered  to  Israel.  60  for  $9  million,  and  Taiwan, 
five  batteries  for  $125  million  Also  in  1978  Germany  was 
offered  9b  Raytheon  Seasparrow  missiles  for  $7  million, 
Israel  was  offered  170  Sparrow  mi  Aes  for  $24  million,  and 
the  60  Saudi  Arabian  F-15s  will  be  armed  with  Sparrow  mis- 
siles as  well  as  Sidewinder  missiles,  in  the  production  of 
which  Raytheon  is  also  involved  Iran  was  also  offered  $14 
million  worth  of  Sidewinder  missiles 

9.  Ml  Ryung  Construction,  Ltd.  Ml  Ryung  Construction  is  a 
Saudi  Arabian  construction  firm  working  on  harbor  and 
coastal  facilities  in  Saudi  Arabia  The  firm  is  one  ot  many 
(predominantly  U  S  )  companies  contracted  by  the  DoD  to 
do  extensive  construction  theie  For  the  first  time  in  1977 
foreign  companies  appeared  on  the  top  25  FMS  contractors 
list  The  other  two  appearing  this  year  were  You  One  Con- 
struction. Ltd  .  a  joint  Saudi  Arabian-South  Korean  venture 
involved  in  the  l)Uilding  of  trdininy  facilitu's  tor  personnel 
support  in  both  Sandi  Arabia  and  Korea,  and  Saudi  Tarmac 
Ltd  -  Saudi  OS  Ltd 

10.  litton.  Litton  s  position  among  the  top  ten  FMS  con- 
tractors this  year,  as  last,  is  primarily  due  to  work  on  the 
$1  }  billion  order  for  four  DD  963  destroyers  tor  the  Iranian 
Navy.  Litton  also  manufactures  inertial  navigation  systems 
on  widely  exported  U  S  military  aircraft,  and  missile  fire 
control  systems 


Fiscal  Ytar 


1977 
1976 


1977 
1976 


1977 
1976 


1977 
1976 


Table  II 

TOP  10  FMS  CONTRACTORS 

(Dollars  In  Millions) 


Total  Sales 


1.601.4 
1.265.0 


3.544.8 
3,543.7 


3.3730 
3,2030 


2.901.2 
2,5535 


DOD  Contracts 
(rank) 

Northrop 

1.046.7  (10) 
1.480.2  (?) 

McOonntll  Oouglat 

2.574.0  (1) 
2.464.6  (1) 

Lockhtcd 

1.573.4  (2) 

1.509.8  (2) 

General  Oynamict 

1.371.5  (8) 
1,073.0  (7) 


FMS  Contracts 
(rank) 


853.0  (1) 
1.292.5  (1) 


446.1  (2) 
480  5  (2) 


305  2  (3) 
139.1  (9) 


303.3  (4) 
45.8  (18) 


FMS  OS  %  DoD 
Contracts 


81.5% 
87.3% 


17.3% 
19.5% 


194% 

9.2% 


22.1% 
4.3% 


1977 
1976 


1977 
1976 


1977 
1976 


1977 
1976 


1977 
19^6 


1977 
1976 


1,564.2 
1.523.1 


17,5^90 
15,697.3 


1.700(approx.) 

n.a. 


2.8'8.3 
2.4626 


n.a. 
n.a. 


3.4429 

3,369.0 


Orumman 

1.428.1  (7) 
962.0  (8) 

Qtntral  Electric 

1.519.6  (5) 
1,347.0  (4) 

HughM  Aircraft 

1.093.4  (9) 
910  9(11) 

Raythton 

1.0409(11) 
784  4  (12) 

Ml  Ryung  Conatructlon 

137  7(50) 
n.a, 

Litton  Industrial 

609.0  (16) 
978  2  (9) 


252.8  (5) 
303.7  (3) 


221.0  (6) 

248.1  (5) 


156.1  (7) 
174.3  (8) 


149.0  (8) 
218  6  (6) 


137  7  (9) 

n.a. 


120  9(10) 
258  5  (4) 


17.7% 
31.0% 


14.5% 
18.4% 


14.3% 
19.1% 


14  3% 
280% 


100^ 
n.a. 


198% 
26  4% 


Sources:  Company  1977  Annual  Reports;  The  Defense  [Apartment's  Top  700  (CEP  Newsletter  N8-5);  and  Table  I  of  this  NewsMter 
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Tabltlll 

MAJOR  PROPOSED  LETTF.RS  OF  OFFER  BY  THE  U.S.  GOVERNMENT  FOR 
FOREIGN  MILITARY  SERVICES  AND  EQUIPMENT, 
FISCAL  YEAR  1978. 


Transmittal 

Numbar 

Country 

Amount 

Item 

78-1 

Israel 

$52M 

(classified  number  of)  AH-IS  Cobra  Helicopter  with  TOW  anti-tank  missil 

782 

Nigeria 

$46M 

7  model  161  CH-47C  helicopters 

783 

United  Kingdom 

(classified  S) 

(classified  nunber  of)  TOW  missiles 

78-4 

Israel 

$12M 

(classified  number  of)  rounds  of  60mm  and  8lmm  ammunition 

78-5 

West  Germany 

S79M 

1&,OOOTOW  ant  tank  missiles 

78-6 

Australia 

SSOM 

Support  materia'  for  2  guided  missile  frigates 

78-7 

Canada 

$13M 

1,728  TOW  antl-t4\nk  missiles 

78-8 

United  Kingdom 

$200M 

30  Chinook  CH-4}  helicopters 

7e.9 

West  Germany 

I64M 

9,000  active  optica  1  target  detectors  for  /.iM-9L  Sidewinder  alr  to  air 

missiles 

78  10 

United  Kingdom 

$40M 

(classified) 

78  11 

United  Kingdom 

$72M 

500  MK  46  mod  2  toi  pedoes 

78  12 

Saudi  Arabia 

$174M 

Construction  of  Military  Administration  School  in  Riyadh 

7813 

Saudi  Arabia 

$496M 

Construction  of  artillery  center  and  school 

78  14 

Indonesia 

$125M 

16  F-SE/F  fighters 

78  15 

Saudi  Arabia 

$605M 

Support  work  by  the  U.S.  Army  Corps  of  Engineers  relating  to  the  Saudi 

Ordanance  Corps  Profiram 

78-16 

Canada 

SUM 

123,228  rounds  of  81mrn  ammunition 

78-17 

No  letter  of  offer 

78  18 

West  Germany 

96  Seasparrow  missiles 

78  19 

South  Korea 

$14M 

16  MdBAI  tank  recovery  vehicles 

7820 

NATO 

$89M 

Support  equipment  for  up  gradir^g  the  Nike  Hercules  air  defense  system 

78-21 

(classified) 

7822 

Korea 

$40M 

6CH-47C  helicopters 

Date  on  which 
Congress  was 
notified 

(10/1  :/77) 

(12'17/77) 

(10/25/77) 

(11/2/77) 

(11/22/77) 

(12/2/77) 

(12/22/77) 

(1/12/78) 

(1/18/78) 


(2/15/78) 
(2/10/78) 
(2/13/78) 
(2/15/78) 
(2/15/78) 

(3/14/78) 

(3/14/78) 
(3/15/78) 
(3/15/78) 

(3/15/78) 
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78^23 

Auitr«li« 

(classified  t) 

Harpoon  missile  systems 

(5M8/78) 

78-24 

WMt  Qtrmany 

(classified  t) 

Forvvard  looking  Infrared  systems 

(3/20/78) 

7825 

Swit2trt«nd 

tSOM 

1 1 ,700  Dragon  missiles 

(3/28/78) 

7826 

(clU8lfi«d) 

(4/10/78) 

7827 

(clASSified) 

(4/10/78) 

78-28 

Sudan 

$117M 

12  F-5E/F  fighters 

(4/14/78) 

78-29 

Israel 

t9M 

60  Improved  Hawk  missiles  and  2  radar  test  sets 

(3/30/78) 

7830 

Iran 

$46M 

Supply  Support  for  the  F-14  Phoenix  missile  system 

(4/13/78) 

7831 

West  Germeny 

S86M 

142  Harpoon  missiles 

(4/20/78) 

7832 

Egypt 

$590M 

50  F  SE/F  fighters  with  AIM  9J  air-to-air  missiles 

(4/28/78) 

7833 

Israel 

$431 M 

15  F-15  fighters 

(4/28/78) 

7834 

Israel 

$1.519M 

75  F  ie  fighters 

(4/28/78) 

78-35 

Saudi  Arabia 

$2,500M 

60  F-15  fighters,  with  AiM-9J  and  AIM-7F  air  to-air  missiles,  training  and 

(4/28/78) 

7836 

Support 

Pakistan 

SIOM 

48  anti-submarine  missiles  with  MK46  mod  2  torpedo  paytoads 

(4/28/78) 

7837 

Sudan 

S71M 

6  AN/TPS-43E  air  defense  radar  sets 

(4/25/78) 

78-38 

Spain 

SUM 

4  RF-4C  reconnaissance  Mghters 

(5n  V78) 

78-39 

Spain 

S29M 

40  Harpoon  anti-ship  missiles 

(5MV78) 

78-40 

Iran 

$170M 

1 1  RF-4E  reconnaissance  fighters 

(5/23/78) 

78  41 

Korea 

$8M 

1,100  TOW  anti  tank  missiles 

(5M1/78) 

7842 

Korea 

$29M 

Supply  and  support  for  F-4,  F-5.  A-37,  T-33,  T-37  and  C-123  a»  ":raf t 

(5MV78) 

7843 

Korea 

$30M 

Supply  and  support  for  F-4,  F-5,  A-37,  T.33,  T-37  and  C-123  aircraft 

(5M1/78) 

78-44 

Taiwan 

S35M 

Supply  and  support  for  F.86»  F-100.  F-104.  F-5,  T-33,  C-1 19,  C-47.  and 
054  aircraft 

(5nV78) 

7845 

Spain 

$14M 

102  Ml  13A1  armored  personnel  carriers,  plus  18  mortar  carriers  and 
4  comr^and  post  carriers 

(5MV78) 

7846 

Iran 

$125M 

Supply  and  support  for  Iranian  aircraft  of  U.S.  ori^  *n 

(5nV78) 

7847 

Iran 

$33M 

Training  contract  for  41  contractor  personnel  for  Improved  Hawk  anti- 

(5nV78) 

7848 

aircraft  system 

Saudi  Arabia 

$40M 

Parts  and  supplies  tor  Saudi  Naval  Supply  Center  &  Depot  at  Jubali  and 

(6/5/78) 

Jidda 

7849 

Iran 

$56M 

Retrofit  172  Iranian  aircraft  with  ALR  62  electronic  counter-measures 

(5/11/78) 

systems 

78-50 

Iran 

tiaoM 

Support  for  Innlen  Navy  hellcoptera  RH-S30.  SH-3D  and  AB-212  through 

(5/17(78) 

mM-1963 


Numtor  Coynffy 


AfVIMfIt 


78*51 

Saudi  Arabia 

S150M 

Iran 

$78M 

78-53 

Iran 

S38M 

78-54 

Japan 

$144M 

78-55 

Japan 

tlOOM 

78  56 

Swadan 

S94M 

78-57 

Ecuador 

I220M 

78-58 

Taiwan 

t27M 

78*58 

Tunisia 

$23M 

7860 

Spain 

SUM 

78  61 

Iran 

$68M 

78-62 

Kuwait 

i58M 

78-63 

Saudi  Ar;.bia 

$75M 

7864 

Saudi  Arabia 

$21M 

7865 

United  Kingdom 

$56M 

76-66 

Saudi  Arabia 

$460 M 

78  67 

No  iottar  of  off6r 

78  66 

Saudi  Arabia 

$35M 

78  69 

Israei 

$20M 

78  70 

Israel 

$36M 

78  71 

Israel 

$14M 

78  72 

Iran 

$192M 

78  73 

Taiwan 

$75M 

78  74 

Australia 

78  75 

Pakistan 

SIOM 

78  76 

Spain 

$41 M 

78  77 

Korea 

$9M 

78  78 

Thailand 

$34M 

Oataan  wMdi 
Congraaawaa 

Itani  nolHIad 

Technical  training  for  Saudi  Naval  Forces  (6/5/78) 

Englnaafirg  changas  for  F-14  fighter  and  associated  missiles  (5/17/78) 

One  year  spares  and  support  for  AH-IJ/TOW  Helicpoters  (8/24/78) 

8  F-15C/D  fighters  (5/16/78) 

P  3C  antl*aubmarlne  patrol  aircraft  plus  parts  for  5  others  to  be  produced  (5/16/78) 
undar  llcanaa 

100  Harpoon  anti-ship  missiles,  12  launchers  (7/10/78) 

3  battalions  (44)  Chapparal  missile  system  plus  20mm  Vulcan  guns  (8/26/78) 

150  MK-46  mod  2  torpedoes  (6/26/78) 

60M113A1  armoured  personnel  carriers  with  TOW  launchers,  1,200  TOW  (6/26/78) 
anti-tank  missiles 

18 155m  howitzers  (6/26/78) 

Support  for  F-14  Phoenix  missile  system  (6/26/78) 

(classified)  (7/l0/:'8) 

(classified)  (7/10/70) 

15  bulldozers  (7/10/78) 

Navigation  computers  and  LORAN  receivers  for  U.K.  Polaris  missile  (7/26/78) 
submarines 

Construction  of  Ministry  of  Defense  and  Aviation  Headquarters  at  Riyadh  (9/7/78) 

One  35  MW  power  plant  at  a  military  cantonment  (9/7/78) 

100  GBU15(V)4/B  electrical  optical  glide  bomb  kits  (less  warhead).  (8/19/78) 
200FMU-124  A/B  fuses 

100  Walleye  MK1  and  100  MK-22  Extended  Range  Data  Link  bombs  (8/11/78) 

48.000 175mm  High  Explosive  Projectiles  (8/11/78) 

84  8"  howitzers  and  214  155mm  howitzers  (8/4/78) 

100  155mm  howitzers  (8/1 1/78) 

(classified)  (9/5/78) 

40  MK-46  mod  2  torpedoes  (8/1 1/78) 

3  MK-13  mod  4  Guided  Missile  Launching  Systems  (8/1 1/78) 

1,109  TOW  anti  tank  missiles  (8/11/78) 

Annual  ammunition  purchase  (8/1 V78; 


•  w  »  w 

Iran 

t1 1M 

luu                    vaiQO  vaiii9i9  wiin  rn«cn>ne Quns 

iAi4  4  lYAk 

(8/1 1/78) 

'0-OU 

iQo  AIM*9H  air-to-air  Sidewinder  missiles 

(8/11/78) 

f  o-ol 

Saudi  Arabia 

S1,300M 

Three  year  continuation  of  Peace  Hawk  training  support  program 

(8/17/78) 

7D  DO 

nan 

939M 

2  T-AFT  ocean  type  tugboats 

(8/11/78) 

7D  DO 

Korea 

#24  M 

37  155mm  howitzers 

(8/11/78) 

78-84 

Israel 

jiyM 

200  Shrike  missiles 

(8/11/78) 

7D  DK 

Israel 

#24  M 

170  AIM-7F  Sparrow  anti*aircraft  missiles 

(8/11/78) 

7D  DC 

» o-oo 

^oro« 

AN/Trv^-oD  mortar  locating  radar 

(8/11/78) 

7D  D7 

bauoi  ArdDia 

9272M 

Construction  in  Saudi  Naval  Expansion  Program  at  Jubail 

(9/7/78) 

7D  fifi 

1  atwan 

7kJ 

#1  7M 

25 8"  howitzers 

(8/11/78) 

7fi  DO 

1  naiiana 

#1 1 M 

40,000  2,75  rockets 

(8/11/78) 

7D  OA 

Spain 

77  M113A1  armored  personnel  carriers,  33  mortar  carriers,  1 1  command 

(8/11/78) 

post  carriers  and  8  cargo  carriers 

7D  Q  « 

Iran 

$3dOM 

Armament  suite  to  equip  12  frigates  built  in  the  Netherlands  and  Germany 

(8/21/78) 

7D 

Iran 

SZUOM 

Helicopter  logistics  support 

(8/11/78) 

7D 

Tiilwan 

9125M 

5  batteries  of  Improved  Hawk  anti-aircraft  missiles 

(8/11/78) 

7D  Qil 

o<iuOi  AraDia 

Plan  and  operate  various  Saudi  Naval  Forces  bases  and  facilities 

(8/21/78) 

7Q  OC 

78  93 

Saudi  Arabii 

$220M 

Training  and  Support  for  Saudi  Arabian  National  Guard 

(8/17/78) 

7D 

r\orea 

Spares  and  supplies  for  F*4,  F-5,  A  37  and  C-123  aircraft 

(8/30/78) 

7ft  Q7 

f  0*J»f 

v^anaaa 

#yDN 

Data  processing  equipment  for  2  Region  Operations  Control  Centers 

(9/12/78) 

7n  OA 

Irsn 

31  r-4c  lighters 

(9/13/78) 

7D  OQ 

!ran 

$105M 

1,000  Shrike  missiles 

(9/13/78) 

78  lOO 

Austria 

$47M 

50  M60  A3  tanks 

(9/19/78) 

78  101 

Iran 

i2&0M 

L^e^ui  lui  n lull iioiiai ariij  le^aii  ui  naWK,  na^iei  anu  ^ciimon  Wccipon 

/ 1  /I  A/7D\ 

( 1/iy/  78) 

systems 

78  102 

Thailand 

$15M 

4  F-5E  fighters 

(10/2/78) 

78  103 

No  letter  of  offer 

78-104 

Australia 

(classified) 

(9/29/78) 

ERIC 


Source  The  Congresionat  f>t:cord  and  Senate  Foreign  Relations  Committee. 

No»e.  These  transmittal  notices  represent  off-^rs  by  the  U.S.  government  for  the  sale  of  military  equipment  or  sei.ices,  based  on  an 
interest  expressed  by  a  foreign  government  — not  final  sales.  The  Defense  Department  estimates  that  20-25%  of  Letters  of  Offer 
Q  do  not  finally  result  in  sales.  This  list  represents  $1S.2  billion  worth  of  offers  (not  including  the  classified  dollar  value  of  eight 

offers)  for  1978. 
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Nicou  Ball  and  Miltoh  Lbitenbero 

The  foreign  arms  sales  of  the 
Carter  administration* 


Both  in  his  campaign  for  the  presi- 
dency and  in  the  weeks  immediately 
after  being  elected,  President  Carter 
repeated  that  his  Administration 
would  have  four  primary  goals  in  the 
area  of  arms  control.  These  were: 

•  the  reduction  of  nuclear  weapon 
totals  in  a  salt  agreement; 

•  the  control  of  nuclear  prolifer- 
ation through  supplier-nation  limita- 
tions; 

•  the  reduction  of  U.S.  conven- 
tional arms  transfers;  and, 

•  the  reduction  of  tht  U.S.  defense 
budget. 

Two  years  of  his  Administration 
have  now  passed  and  some  qualified 
success  in  the  first  two  goals  has  been 
achieved.  However,  the  third— the 


effort  to  control  and  reduce  conven- 
tional arms  transfer— has  been  nearly 
a  total  failure.  This  article  will  discuss 
the  political  constraints  that  brought 
about  this  situation. 


U.S.  Senate  approval  of  the  con- 
troversial package  sale  of  some  200 
warplanes  to  Saudi  Arabia,  Egypt 
and  Israel  last  May  followed  a  long 
and  heated  debate  which  focused  on 
the  sale  of  n^ilitary  aircraft  to  Arab 
countries— Saudi  Arabia  in  particu- 
lar. Considering  that  when  Mr. 
Carter  took  office  some  two  years  ago 
he  promised  to  cut  U.S.  arms  sales 
abroad,  it  issomewnat  surprising  that 
very  little  of  the  domestic  criticism 
dealt  with  the  question  of  whether 


any  of  these  planes  should  be  sold. 
Politics  clearly  held  sway;  the  vote 
was  seen  by  many  as  a  test  of  U.S.- 
Israeli "special  relationship. 

While  this  points  up  the  difficulty 
that  exists  in  focusing  on  the  issue  of 
foreign  arms  sales  per  se,  it  is  clear 
that  the  Carter  administration  is  not 
behaving  much  differently  from  its 
predecessors  on  this  issue. 

Between  1950  and  1976,  the  United 
States  transferred  more  than  SlIO 
billion  worth  of  weapons  and  mili- 
tary-related services  abroad.  The  two 
main  channels  through  which  these 
transfers  were  made  are:  a  grant  basis, 
using  the  Military  Assistance  Pro- 
gram; and  a  cash  basis,  under  the 
Foreign  Military  Sales  category.  Until 
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very  recently,  Military  Assistance 
^  Program  grants  accounted  for  the 

bulk  of  these  transfers.  Foreign 
0  Military  Sales  are  currently  the  largest 

conduit  for  U.S.  military  transfers 
^  (I  -2J.  Since  1972,  a  sizable  amount  of 

Foreign  Military  Sales  has  gone  to 
developing  countries,  particularly 
Saudi  Arabia  and  Iran  [3]. 

The  significant  changes  in  the 
volume  and  the  pattern  of  U.S. 
foreign  military  sales  definitely  began 
in  the  Nixon  and  Ford  administra- 
tions and  reflected  the  routine  use  of 
arms  sales  and  transfers  as  the  quid 
pro  quo  in  diplomacy  favored  by 
then-Secretary  of  State  Henry  Kis- 
singer. Political  and  diplomatic  re- 
quirements came  to  outweigh  stra- 
tegic and  securit>  considerations  in 
U.S.  arms  transfer  policy.  Some  of 
these  transactions  were  in  fact  con- 
cluded by  the  Secretary  of  State 
hgainst  the  advice  of  tht  Joint  Chiefs 
of  Staff  and  the  Department  of  Ete- 
fensc.  The  question,  however,  is 
whether  the  practice  of  using  arms 
transfers  as  a  regular  diplomatic  and 
political  tool  is  not  (becoming  tnsti- 
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tutionalized,  desplite  '  ftir.  Carter's 
pledges  to  reduce  American  involve* 
ment  in  the  conventional  arms  trade. 
Our  purpose  here  is  to  look  at: 

•  some  of  the  most  frequently  ad* 
vanced  rationales  for  arms  sales; 

•  the  policy  of  restraint  proposed 
by  Mr.  Carter  in  May  1977  and  other 
legal  restrictions  on  the  sale  of 
weapons; 

•  the  actual  U.S.  arms  sale  situ- 
ation since  May  1977;  and 

•  the  resulting  apparent  early 
demisw  of  possibilities  for  genuine  re- 
ductions in  the  arms  trade. 

According  to  the  Department  of 
Defense,  the  primary  purpose  of  arms 
sales  is  ''to  further  the  foreign  policy 
objectives  and  serve  the  best  interests 
of  the  United  States"  through  the 
maintenance  of  regional  military 
balances  and  by  fostering  ''stability*' 
in  areas  where  military  instability  pre- 
vails (4].  However,  the  reality  is  fre- 
quently different: 

•  The  United  States  has  in  several 
instances  been  the  supplier  of  arms  to 
neighboring  nations  that  consider 
each  other  potentially  hostile  (Iran 
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rnd  Saudi  Arabia). 

•  U.S.  military  supplies  to  Iraq 
under  the  Baghdad  Pact  (and  not  the 
issue  of  Israel)  were  the  prime  deter- 
minant of  Nasser's  initial  acquisition 
of  arms  from  the  Soviet  Union  and 
Czechoslovakia.  This  p^-ovided  the 
Soviet  Union  with  an  entr^  into  the 
the  Middle  East  and  the  middle 
eastern  conflict. 

•  A  military  coup  in  a  recipient 
country  may  overnight  become  a  "de- 
stabilizing*' factor  to  neighbors  which 
had  not  felt  threatened  by  the  pre- 
vious regime  (Iraq,  Ethiopia,  for 
example). 

•  The  very  deHnitifOn  of  military 
sta|)ility  in  a  country  with  more  than 
one  neighbor  that  it  considers  poten- 
tially hostile  (Peru  and  Bolivia-Chile 
or  Iraq  and  Syria-Iran),  and  thus  with 
planning  requirements  for  arms  sup- 
plies sufficient  to  overcome  ali  poten- 
tial opponents,  ensures  that  arms 
supplies  to  the  region  will  begin  an 
upward  ratchet  mechanism,  des- 
troying any  possible  stability. 

In  addition,  it  is  precisely  those  de- 
veloping countries  that  are  hostile  to 
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thur  netghbors-^isidc  from  those 
wanting  arms  for  domestic  political 
purposes  or  for  ••show'*— that  will  be 
the  most  interested  in  purchasing 
arms  when  they  can  afford  them,  and 
often  wh*n  they  cannot  (5). 

The  study  known  as  **nsc  202* 
prepared  by  the  State  Department  to 
provide  the  ''basic  analysis'*  for  the 
Carter  arms  sale  restraint  policy- 
offered  a  number  of  "arms  transfer 
policy  objectives/'  all  centering 
around  the  notion  that  supplier 
nations  can  exert  significant  influence 
over  recipients  (6].  It  can  be  argued, 
however,  that  arms  transfers  are  but 
one  of  many  transactions  determining 
one  country's  hegemony  over  an- 
other,  and  that  it  is  difficult  to  isolate 
their  influence  from  the  others.  Most 
leverage  seems  to  result  from  sole- 
supplier  situations;  but  here»  supplier 
nations  must  take  into  account  the 
risks  of  armed  conflict  (71. 

It  is  the  Soviet  Union  which  has 
suffered  the  most  spectacular  re- 
versals of  influence  despite  massive 
arms  transfers:  in  Egypt,  in  Somalia, 
in  Indonesia,  and  even  in  China. 


Since  the  United  3tates  has  had  many 
more  arms  clients  than  the  Soviet 
Union,  the  deterioration  of  a  rela* 
tionship  between  the  United  States 
and  one  recipient  nation  is  not  seen  to 
be  as  much  of  a  decline  in  overall 
U.S.  influence  as  when  a  u.s.s.a. 
client  rejects  the  Soviet  Union.  Never- 
theless, in  at  least  two  cases- 
Ethiopia  and  Brazils-political  rela- 
tionships  have  been  altered  drastically 
between  the  Unitei  States  and  major 
arms  clients.  The  United  States  has 
also  been  experiencing  difficulty  with 
other  client  countries,  namely  Greece, 
Turkey  and  the  Philippines. 

The  entire  issue  of  human  rights 
and  arms  transfers  offers  evidence 
that  being  a  country's  major  arms 
supplier  does  not  ensure  that  the 
supplier's  views  on  human  rights  will 
be  accepted  by  the  recipient,  or  that 
the  latter*s  attitude  will  change  with 
the  threat  of  cutting  off  supplies  [6, 
p.  26].  In  short,  the  relationship  be- 
tween arms  supplier  and  recipient  is 
complex.  The  power  to  influence 
actions  is  not  limited  to  the  supplier; 
recipients— particularly,  but  not  ex* 


clusively,  the  wealthy,  resource- 
endowed  ones  such  as  Iran  and  Saudi 

Arabia— can  exen  considerable  in- 
fluence over  supplier-nations. 

As  a  presidential  candidate.  Mr. 
Carter  expressed  these  sons  of  con- 
cerns: arms  transfers  can  bring  in- 
stability; weapons  sales  are  inappro- 
priate means  through  which  to  con- 
duct a  country's  foreign  policy. 
Presumably  they  contributed  to  the 
shaping  of  his  arms  sale  restraint 
policy,  which  essentially  rests  on  six 
major  restraints  and  is  hedged  by 
three  major  exemptions: 

•  The  first  exemption  is  that  none 
of  the  restraints  apply  to  U.S. 
partners  in  major  defense  alliances: 
the  14  NATO  countries,  plus  Japan. 
Australia  apd  New  Zealand.  In  addi- 
tion, the  United  States  is  pledged  to 
''honor  our  historic  responsibilities  to 
assure  the  security  of  the  State  of 
Israel."  To  date,  only  two  Israeli  re- 
quests have  been  turned  down:  for 
Pershing  missiles  and  for  fuel  air 
explosive  bombs. 

•  The  second  is  the  President's 
right  to  waive  any  of  the  restraints 
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under  ^^extraordinary  circum- 
stances/' 

•  Finally,  Mr.  Caner  has  empha- 
sized that  multilateral  supplier- 
nation  cooperation  must  be  exercised 
—as  in  the  case  of  the  London 
Nuclear  Suppliers'  Club— if  the 
global  trade  in  arms  is  really  to  be 
reduced.  (8).  In  the  recent  past» 
neither  the  Soviet  Union,  the  United 
Kingdom,  nor  France— countries 
which,  along  with  the  United  States, 
account  for  close  to  90  percent  of  the 
international  trade  in  arms— have 
shown  themselves  to  be  interested  in 
limiting  their  exports  of  weapons. 
France's  President  Giscard  d'Estaing 
stated  publicly  that  France  would  not 
consider  any  controls  on  its  own  arms 
exports  without  Soviet  participation. 
U.S. -USSR  negotiations  on  Conven- 
tional Arms  Transfer  were  announced 
in  May  1978.  After  several  prelimi- 
nary discussions  in  the  intervening 
months,  an  announcement  in  late 
October  1978  stated  that  the  United 
States  and  the  Soviet  Union  would 
begin  '^concrete  negotiations"  aimed 
at  creating  common  guidelines  on  the 


supply  of  conventional  weapons  to 

Africa  and  to  Latin  America,  The 
negotiations  began  in  December  in 
Mexico  City.*  The  Soviet  Union  is 
reportedly  interested  in  the  definition 
of  a  ''code  of  principles"  that  would 
govern  arms  transfer.  Apparently, 
one  concrete  suggestion  by  the  Soviets 
was  that  each  country  refrain  from 
selling  weapons  to  any  nation  on  the 
other's  borders.  This  was  an  obvious 
attempt  to  forestall  western  arms 
sales  to  China.  A  second  suggestion  % 
was  that  the  principles  ban  the  supply 
of  arms  to  nations  that  refuse  to  agree 


^  These  negotiations  resulted  in  a  debacle, 
largely  due  to  the  actions  of  National  Security 
Council  Director  Zbignew  Brzezinski.  It  is  clear 
that  political  power  considerations  will  con- 
tinue to  overwhelm  any  general  arms  control 
efforts  by  the  Administration.  It  is  ironic  that 
Mr  Carter's  own  National  Security  Adviser 
was  instrumental  in  making  such  short  shrift  of 
a  basic  concern  of  the  President's  arms  control 
policy.  The  U.S. -USSR  negotiations  are  the 
only  framework  in  which  one  can  exp^t  to 
impose  restraints  on  Soviet  conventional  arms 
transfer  policy;  and  other  international  con- 
trols are  dependent  on  U.S.  USSR  restraint 
agreements. 


to  arms  control  pacts.  This  too  was 
clearly  aimed  at  China. 

The  negotiations  are  structured 
around  defming  a  framework  for 
potential  controls.  The  framework  is 
to  be  built  around  political  an  ^  legal 
rules»  military  and  technical  criteria, 
and  regional  agreements.  It  will  be  a 
distinct  challenge  for  these  talks  to 
lead  to  more  significant  progress  than 
past  negotiations  on  other  highly 
political  arms  control  issues,  such  as 
SAJLT  or  mutual  and  balanced  force 
reductions  (mbfr).  If  the  talks  do  not 
produce  significant  results  with  the 
Soviet  Union*  and  if  France  and 
Britain  were  to  refuse  to  join  in»  it  can 
be  expected  from  the  tone  of  Presi- 
dent Carter's  statement  of  November 
29,  19/8  that  unilateral  U.S.  re- 
straints of  any  sort  are  not  likely  to 
last  much  longer.  In  that  case,  the 
President  may  yet  invoke  the  failure 
of  multilateral  cooperation  as  a 
means  of  voiding  U.S.  restraints  on 
any  particular  sale  or,  perhaps,  on 
the  entire  policy. 

There  are  six  restraints: 

•  llie  flrst  restraint  proposed  by 
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Mr.  Carter  is  that  a  dollar  ceiling  be 
placed  on  U.S.  arms  exports  and  that 
it  be  lowered  annually.  The  ceiling 
has  come  to  be  seen  as  the  **corner- 
stone* •  of  the  Carter  arms-restraini 
policy,  but  in  fact  it  has  had  no  impact 
on  overall  U.S.  sales.  Sales  and  trans- 
fers to  the  17  •*exempf  countries  are 
excluded  from  it.  In  fiscal  1977,  thest 
countries  accounted  for  some  $1.2 
billion  of  the  $11.5  billion  in  U.S. 
arn^s  transfers  and  their  purchases 
rose  to  $2.2  billion  in  fiscal  1978  [9]. 

In  addition,  certain  weapons 
(notably  those  sold  commercially  by 
American  companies)  and  some 
weapons-related  services  (training, 
construction,  administration,  tech- 
nical assistance)  are  also  excluded. 
(2,  p.  4).  According  to  Arms  Control 
and  Disarmament  Agency  figures, 
construction,  training  and  adminis- 
tration accounted  for  34  percent  of 
U.S.  arms  trade  in  fiscal  1976  (10). 

Finally,  according  to  a  recent 
General  Accounting  Office  study,  the 
Carter  administration  used  inflated 
1977  figures  to  determine  the  1978 
arms  export  ••ceiling/'  Thus,  while 


the  Administration  claims  that  the 
1978  ''ceiling**  of  $8.35  billion  is 
nearly  $700  million  less  than  the  1977 
••ceiling,"  the  General  Accounting 
Office  reports  that  the  actual  reduc- 
tion is  one  on  the  order  of  $66  million 

mi. 

*  The  second  restraint  is  that  the 
United  States  will  not  be  the  first  to 
introduce  the  most  sophisticated  form 
of  a  weapon  into  a  region  But  the 
policy  does  allow  weapons  transfers 
where  ••countries  friendly  to  the 
United  States  must  depend  on  ad- 
vanced weaponry  to  offset  quanti- 
tative and  other  disadvantages  in 
order  to  maintain  a  regional  balance'^ 
(8,  p.  12].  Such  a  category  would 
seem  to  offer  another  substantial 
loophole  in  the  restraint  policy. 

•  The  third  restraint  is  that  the 
development  of  advanced  weapons 
solely  for  export  would  not  be  al- 
lowed. Since  very  few  weapons  have 
so  far  been  produced  ••for  export 
only**  this  restriction  will  have  little 
immediate  impact  on  arms  sales  levels 
(2,  p.  5],  but  a  trend  toward  pro- 
duction of  ''export  only**  weapons  , 


seems  to  be  developing  and  the  future 
importance  of  this  restraint  should 
not  be  underrated. 

•  Fourth^  controls  are  to  be  placed 
on  the  co-production  of  American 
weapons  under  license  in  foreign 
countries.  About  three-quarters  of  all 
current  co-production  agreements* 
however,  are  in  the  17  exempt  coun- 
tries. Nor  are  commercial  licensing 
agreements  made  with  U.S.  erms 
producers  included  here  (2,  pp.  S-6; 
3,  p.  61. 

•  Fifth,  contractual  restraints  may  ^ 
be  placed  on  the  transfer  of  weapons  g 
from  the  original  foreign  purchaser  to 

a  third  country  when  the  weapon  is 
sold.  But  the  degree  of  effective  con- 
trol that  can  be  maintained  once  a 
weapon  leaves  the  United  States  is 
dubious.  [12]. 

•  There  is  also  considerable  doubt 
about  adequate  enforcement  of  the 
sixth  restraint.  This  concerns  controls 
on  U.S.  weapons  firms  seeking  to  sell 
abroad,  and  on  the  cooperative  rela- 
tionship which  frequently  develops 
between  American  corporate  repre* 
sentatives  and  U.S.  embassy  and 


military  personnel  ibrotd  (2-3;  8»  pp. 
19.2iJ. 

Thus,  it  is  apparent  that  con- 
siderable scope  exists  for  circum- 
venting the  Carter  arms  restraint 
policy.  The  Administration's  failures 
to  comply  with  its  own  restrictions  are 
growing  in  number. 

There  are  at  least  two  other  areas  in 
which  arms  transfer  restraints  should, 
by  law.  be  applied  but  where  the 
Administration  has  thus  far  shown 
itself  to  be  less  than  enthusiastic  in 
doing  so. 

•  Congress  has  passed  legislation 
requiring  the  cessation  of  military 
sales » loans  and  grants  to  countries  in 
which  there  is  a  • 'consistent  pattern  of 
gross  violations  of  internationally 
recognized  human  rights/'  The  State 
Department  study »  ''nsc  202. pre- 
sented a  number  of  reasons  (6,  pp. 
26-27]  why  the  government  should 
not  apply  such  restrictions  across  the 
board.  These  revolved  around  loss  of 
influence  over  such  countries  and 
their  ••collective  importance"  in 
terms  of  U.S.  security  interests.  And 
despite  cutbacks  in  military  assistance 
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to  Brazil,  Uruguay  and  Nicaragua  on 
human  rights  grounds,  the  Adminis- 
tration continues  to  supply  them  with 
^'domestic  repression"  instruments: 
**nonmilitary"  aircraft,  trucks,  shot- 
guns, rifles,  shackles,  leg-irons, 
thumbscrews  and  the  like  [13].  (It  also 
supplies  these  items  to  other  human 
rights  offenders  such  as  South  Korea, 
Iran,  Chile,  the  Philippines,  Indo- 
nesia, the  Dominican  Republic,  and 
Saudi  Arabia— all  of  which  are  still 
able  to  obtain  a  full  supply  of  U.S. 
military  equipment.) 

•  The  Arms  Export  Control  Act  of 
1976  states  in  Section  35  that  the 
President  can  terminate  arms  sales 
and  guarantees  to  any  developing 
country  which  diverts  development 
assistance  or  its  own  resources  to 
'•unnecessary  military  expenditures" 
(14],  Each  year,  the  U.S.  Agency  for 
International  Development  (usaid) 
prepares  a  report  from  the  President 
to  the  Congress  on  "the  quantity  and 
nature  of  military  expenditures"  by 
countries  receiving  various  types  of 
American  Assistance  [15].  In  1976, 
some  24  countries  were  identifled  as 
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having  exc«eded  ''comparative 
norms"  computed  by  usaid  on  the 
basis  of  percentage  of  gross  national 
product  devoted  to  military  expendi- 
ture, the  level  of  military  imports  and 
budgetary  expenditure.  In  each  in- 
stance, it  was  concluded  that  the 
•  'economic  resources  intended  for 
economic  development  were  not  di- 
verted to  military  purposes" 
(emphasis  added)  (15,  p.  2]. 

Had  the  President  wanted  to  curtail 
arms  sales  to  any  of  these  24  coun- 
tries, it  seems  likely  that  the  informa- 
tion  on  which  the  usaid  report  was  co 
based  could  have  demonstrated  that  ^ 
any  one  of  them  was  ''diverting  its 
own  resources  to  unnecessary  military 
expenditure."  By  adopting  the  ra- 
tionales in  the  report,  the  Carter 
administration  gave  yet  another  indi- 
cation that  its  concern  to  reduce  the 
global  trade  in  arms  is  not  very 
strong. 

In  the  first  four  months  following 
the  announcement  of  the  policy  of 
restraint*  the  Administration  sent  45 
arms  sale  notifications  to  Congress  in 
transactions  involving  18  countries 


and  totallini  S4. 1  billion.  Of  these,  27 
transactions  (totalling  S3. 3  billion) 
wtre  for  less  developed  countries. 
Iran  alone  accounted  for  ten  (to* 
tailing  S2.2  billion),  including  the 
controversial  sale  of  seven  E-3A  Air- 
borne Warning  and  Control  Systems. 
This  sale,  if  consummated,  would 
certainly  violate  Carter*s  "restraint** 
of  not  being  the  first  to  introduce 
sophisticated  weaponry  into  an  area. 

Also  in  this  period,  ^'agreements  in 
principle**  for  the  transfer  or  sale  of 
U.S.  military  equipment  were  re- 
porteu  with  Somalia,  Sudan,  Chad, 
Saudi  Arabia  and  South  Korea  (8, 
pp.  26-31).  Somalia's  expanded  ac- 
tivity in  the  Ogaden  at  the  end  of  1977 
temporarily  halted  further  discus- 
sions; by  June  1978,  the  Adminis- 
tration was  prepared  to  send  a 
military  mission  to  Somalia  to  discuss 
the  transfer  of  $15  million  in  ••de- 
fensive" arms  (16).  The  Saudi  agree- 
ment in  principle  was  incorporated 
into  the  recently  approved  Mideast 
package  deal. 

In  the  same  four  months,  the  re- 
fusal of  only  three  arms  deals  was 


announced.  Israel  lc>%  its  appeal  for 
the  right  to  sell  Kfir  fighters,  fitted 
with  American  engines,  to  Ecuador. 
A  Pakistani  request  for  A-7  fighter- 
bombers  was  turned  down,  as  was  the 
Iranian  purchase  of  F-18L$  [8,  pp. 
31-32].  It  has  been  suggested  that  the 
third  '  restraint**— no  development 
of ''export  only**  advanced  weaponry 
—was  aimed  at  the  proposed  F-18L 
deal  [17].  In  turning  down  the  A-7 
request,  the  Administration  cited  the 
desire  not  to  upset  the  military 
balance  in  South  Asia.  Unfortun- 
ately, both  India  and  Pakistan  have 
subsequently  been  offered  less  sophis- 
ticated weaponry. 

The  Administration  has  argued,  of 
course,  that  many  of  these  trans- 
ax'nions  were  ''inherited**  from  the 
Nixon-Ford  years.  Some  critics  have 
suggested  that  this  was  more  an 
excuse  than  an  argument,  while 
others  were  willing  to  ''wait  and  see.** 
But  the  situation  seems  to  be  devel- 
oping badly.  In  1977  the  Department 
of  Defense  had  estimated  total  arms 
transfers  for  fiscal  1978  would 
amount  to  S13.2  billion.  Just  before 
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the  end  of  the  year,  the  Adminis- 
tration claimed  that  the  original  $13.2 
figure  would  not  be  exceeded  (18).  In 
fact,  figures  released  on  October  I, 
1978  showed  a  total  of  SI  3.7  billion  in 
arms  and  arms-related  transfers. 

The  Administration  claimed  that 
the  1978  "ceiling**  of  $8.55  billion- 
which  in  any  case  the  gao  demon* 
strates  should  not  have  exceeded  $8.0 
billion— had  been  maintained  (9). 
But  this  was  accomplished  by  de- 
ferring the  final  transactions  on 
several  orders  until  fiscal  1979  and 
1980  [19].  It  is  also  possible  that  the 
$1  billion  in  sales  to  some  countries 
(Guatemala,  Mexico,  Taiwan  and 
Pakistan),  which  Undersecretary  of 
State  Lucy  Benson  cited  as  having 
been  rejected  will  surface  once  again 
in  future  years  [18]. 

Just  over  one  year  after  unveiling  a 
policy  designed  to  curb  the  "spi- 
ralling arms  traffic**  the  Carter 
administration  succeeded  in  getting 
Congress  to  lift  the  ban  on  arms  sales 
to  Turkey,  where  Turkish  forces  used 
American  equipment  while  invading 


Cyprus  in  1974*and  the  United  States 
was  seeking  a  levei  to  bring  Turkey  to 
the  negotiating  table  with  Greece.  Mr. 
Carter  and  some  members  of  the 
Congress  held  that  the  arms  embargo 
was  having  the  opposite  effect: 
Turkey  refused  to  negotiate  **under 
duress." 

More  important »  however »  have 
been  two  political  considerations.  The 
first  centered  around  fears  of  the 
weakening  of  nato^s  southeastern 
flank  and  indications  of  Turkish 
diplomatic  initiatives  toward  Warsaw 
Pact  nations.  The  settling  of  the 
Cyprus  conflict  would  clearly  be  the 
greatest  factor  in  repairing  nato  ties 
and  the  Administration  assumes  that 
arms  supplies  are  the  means  to  that 


*  It  is  interesting  to  note  (hat  when  Israel 
Violated  the  terms  of  transfer  of  U  S-  cluster 
bomb  munihons  by  using  them  in  Lebanon 
earlier  in  1978.  Administration  officials  and 
Senate  members  st  ited  that  they  "preferred  not 
to  think  about  the  vnai'  o/'  Fhe  Adminis- 
tration v^as,  of  course,  in  the  midst  of  pushing 
its  Mideast  plane  package  through  the 
Congress. 


end.  The  second  concern  was  the 
Turkish  threat  of  permanent  closure 
for  U.S.  military  bases  temporarily 
closed  in  1975  to  protest  the  arms 
embargo.  After  the  ban  was  lifted, 
however,  it  was  revealed  that  only 
five  bases  had  been  shut  down,  not  26 
as  originally  reported.  Of  these  five, 
four  which  are  strategically  mportant 
USSR-listening  posts  were  to  be  opened 
as  soon  as  possible  [20]. 

There  are  several  other  proposed 
arms  sales  which  suggest  that  the 
Carter  administration  is  using  foreign 
military  sales  as  a  diplomatic  and 
political  tool  on  a  regular  basis 
(8,  p.  1). 

While  visiting  Indonesia  in  May 
1978,  Vice  President  Mondale  re- 
portedly told  Jakarta  that  if  **human 
rights"  were  improved  Indonesia 
would  be  allowed  to  buy  the  squadron 
A-4s  it  had  been  seeking  [21].  Indo- 
nesia has  from  50,000  to  100,000 
political  prisoners  and  it  was  the  L\S. 
State  Department's  position  that  at 
least  some  of  these  should  be  released 
before  the  A-4  deal  could  proceed. 


The  ••human  rights**  issue  aside, 
the  A-4  deal  has  some  curious 
aspects.  Each  plane  is  being  sold  at  a 
fraction  of  cost.  Furthermore,  the  28 
planes  sold  will  be  reconditioned  to 
produce  14  to  16  operational  aircraft. 
The  work  will  be  done  by  private  dod 
contractors  and  the  cost  will  not  be 
included  in  the  sale  price.  This  book- 
keeping trick  will  keep  the  recorded 
price  below  $7  million,  so  that 
Congressional  approval  is  not  re- 
quired, as  it  is  for  sales  in  excess  of  $7 
million  [22]. 

Discussing  the  sale  of  a  squadron 
of  F*5Es  to  Thailand,  Mr.  Mondale  is 
quoted  as  stating  that  *  These  deals 
are  not  headline  items  at  home.  But 
they  are  important  symbols  to  these 
countries  of  our  support*'  (21].  One 
couk'  easily  think  of  other  '^symbols** 
that  the  American  government  might 
offer  and  which  might  actually  bene- 
fit these  countries  economically  and 
socially.  Such  alternatives,  however, 
do  not  seem  as  attractive  to  govern- 
ment leaders,  either  in  donor  or 


recipient  countries,  as  squadrons  of 
warplanes.  radar  systeqis,  frigates, 
missiles  and  the  like. 

Third  World  opposition  has  been  at 
least  partly  responsible  for  the  failure 
of  attempts  to  deal  with  the  conven- 
tional arms  transfer  i^suc  in  the  U.N. 
Genera)  Assembly.  At  the  same  time, 
mM^  developing  countries  claim  that 
a  policy  of  restricting  the  inter- 
national arms  trade  looks  to  them  as 
if  the  industrialized  seller  nations 
were  attempting  to  maintain  the 
military  predominance  of  rich  coun- 
tries. Indeed,  much  of  the  material 
generated  prior  to  the  U.N.  Special 
Session  on  Disarmament  has  empha- 
sized the  need  to  reduce  Third  World 
arms  purchases  {23). 

In  fact,  neither  the  major  arms  sup- 
pliers nor  Third  World  recipients  are 
eager  to  see  arms  sales  restraints  im- 
posed. Ihe  industrialized  countric**; 
have  no  intention  of  reducing  their 
own  production  and  consumption  of 
weaponry.  Third  World  countries  are 
in  no  way  forced  to  buy  arms;  they 
actively  seek  them.  It  is  conceivable 
Q      that  they  would  attempt  to  oppose 
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constraints  under  any  conditions, 
even  if  the  industrialized  nations 
limited  their  own  conventional  arms 
acquisitions. 

The  U.N.  Special  Session  evoked  a 
number  of  suggestions  for  dealing 
with  the  conventional  arms  race.  An 
Aspen  Institute  paper  called  for  a 
ceiling  to  be  set  on  the  percentage  of 
gross  national  product  (gnp)  devoted 
to  every  form  of  military  expenditure 
by  all  countries  (24).  But  developing 
countries  might  argue  that,  because 
the  United  States  and  the  Soviet 
Union  have  such  large  gnps,  this 
system  inherently  accepts  the  con- 
tinued predominance  of  the  major 
powers.  At  the  same  time,  it  must  be 
recognized  that  a  seemingly  low  per- 
centage of  GNP  devoted  to  military 
expenditure  can  mask  a  substantial 
diversion  of  budgetary  resources  to 
military  purposes  (See  table). 

it  seems  clear  that  despite  the 
Carter  administration's  stated  policy, 
there  is  little  chance  of  a  sharp  drop  in 
U.S.  sales.  And  without  such  a  drop, 
there  is  almost  no  chance  for  reduc- 
tions by  the  other  major  world  arms 


suppliers. 

An  early  and  highly  important  de- 
cision taken  by  the  Administration 
was  to  accept  the  entire  $27  billion 
backlog  of  Foreign  Military  Sales 
orders  negotiated  during  the  Nixon 
and  Ford  years.  By  the  beginning  of 
fiscal  1979,  there  was  a  $43.5  billion 
backlog  of  deliveries  stretching  to 
1986  (25].  Thus,  while  the  Carter 
administration  may  refuse  an  arms 
sale  here  or  there,  the  number  of  U.S. 
weapons  actually  delivered  will  not 
decline  during  Carter's  present  term 
of  office,  nor  is  it  iikely  to  do  so  if  he 
were  re-elected  in  1982.  Furthermore,  >^ 
it  has  been  hinted  that  the  oil- 
exporting  Mideast  countries  and 
Sniifh  Korea  might  join  the  list  of 
"exempt"  countries  when  future 
arms  sale  "ceilings"  are  com- 
puted (26). 

The  announcement  of  the  $8.4 
billion  fiscal  1979  "ceiling"  did 
not  list  any  new  exemptions.  But 
the  President  did  indicate,  in  an- 
nouncing the  new  **ceiling,"  that 
future  **ceilings"  on  U.S.  arms  sales 
to  nonallied  Third  World  countries 
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Comparison  of  Military  Exp^rnditurc  in  Selected  Less-Developed  Countries 
as  Percent  of  National  Budget  and  of  Gross  National  Product 
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will  depend  on  cooperatior.  by  other 
major  supplier  nalions  (27).  U.S. 
arms  producers  are  pushing  for  an 
end  to  the  restraint  policy,  pointing 
out  thai  other  arms  suppliers  are  only 
100  oager  to  take  advantage  of  the  few 
cases  in  which  the  U.S.  does 
refuse  to  make  a  sale  (25.  28).  The 
prospects  for  a  "London  Group**  type 
arrangement  for  conventional  arms 
sales  control  are  not  promising.  Few 
expect  suci  an  outcome.  Once  the 
United  Slates  drops  its  attempts  at 
reducing  its  own  foreign  arms  sales,  // 
H7//  be  impossible  for  the  Adminis- 
(ration  (a  push  other  arms  producers 
to  reduce  (heir  sales.  At  the  same 
time,  (he  Administration  appears 
ur\able  to  continue  its  own  minimal 
controls  wiinoul  participation  by  the 
other  major  supplier-nations,  par- 
ticularly the  Soviet  Union. 

Thus,  without  some  rapid  and  sig- 
nificant results  from  the  U.S. -USSR 
negotiations,  it  is  very  unlikely  that 
any  significant  change  in  world  arms 
trade  will  occur  as  a  result  of  the  arms 
sales  restraint  policy  enunciated  by 
President  Carter  in  May  1977,  On  the 


other  hand,  should  the  conventiontl 
arms  transfer  negotiations  produce 
resultSt  it  will  be  a  very  strong 
indication  that  a  prior  unilateral 
policy  change  by  the  United  States  set 
the  conditions  for  multilateral 
controls. 

According  to  press  repcrts  in  late 
December  1978  the  situation  in  Iran 
prompted  the  Joint  Chiefs  of  Staff  to 
suggest  that  particular  advanced  mili- 
tary hardware  sold  to  Iran  in  recent 
years  be  dismantled,  destroyed  or 
removed  if  the  crisis  worsens.  Clearly, 
another  criterion  for  arms  transfers 
should  be— should  always  have  been 
—that  no  piece  of  military  equipment 
should  ever  be  sold  to  a  nation  if  the 
donor  nation  feels  that  it  would  be 
necessary  to  retrieve  or  to  destroy  it 
under  a  change  of  government  in  the 
recipient  nation.  Ironically,  the  same 
press  reports  told  of  increased  U.S. 
arms  transfers  to  Pakistan,  Turkey 
and  various  Arab  nations,  and  pos- 
sibly even  the  development  of  a  new 
**special  relationship**  with  India  of 
the  sort  that  the  U.S.  has  had  with 
Iran  since  1970. 
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THE  IMPACT  OF  FOREIGN  MILITARY  SALES 
ON  THE  NATIONAL  INDUSTRIAL  BASE* 

GENERAL  F.  MICHAEL  ROGERS,  USAF 


IN  BRIEF 


The  DOD  Security  Assistance  Program  to  export  military  equipment  and  provide  support  services  to 
our  allies  is  a  valuable  instrument  of  U.S.  foreign  policy  in  assisting  to  maintain  world  stability 
without  direct  intervention,  while  preparing  and  encouraging  recipient  nations  to  provide  for  their 
oum  defense.  The  grant  aid  programs  of  the  postwar  years  have  been  largely  replactd  in  recent 
years  by  programs  overseen  by  Cojigress  for  foreign  military  sales,  as  foreign  nations  of  the  Free 
World  develop  their  own  financial  resources.  Foreign  military  sales  benefit  the  l/.S.  economy  by 
contrihutinci  to  a  favorable  trade  balance,  supporting  U.S.  industry  ivith  ongoing  R&D  and  produc- 
tion, as  well  as  maintaining  employment  l£vels.  A  sustained  level  of  defense-related  industry, 
crucial  to  our  national  economic  interests,  is  an  essential  element  of  military  readiness. 


**DipIomacy  without  armaments  is  like  music 
without  instruments/* 

— Frederick  the  Great  and  Sir  Edmond  Grey 


•Keprlnted  by  periniBBlon  of  Strfttegtc  Review  from  v.  2,  no.  2,  tprlng  1977 :  15-21. 
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nations  under  the  DOD  Security  Assistance 
Program.  Benefits  which  accrue  (to  both  the 
(iistributor  and  the  recipient)  are  many.  But 
the  most  important  single  benefit  today  is  world 
stability. 

Today,  the  Security  Assistance  Pro;  ram  con- 
sists of  three  primary  subprograms:  Grant 
Aid  Military  Assistance,  commonly  known  as 
'MAP  ;  the  International  Military  Education 
and  Training  Program,  another  grant  aid  pro- 
gram; and  Foreign  Military  Sales,  or  "FMS." 
The  public  seems  to  perceive,  however,  the  en- 
tire program  in  terms  of  "arms  sales."  This 
label  is  a  misnomer.  Since  1950  only  40.5  per 
cent  of  all  i;overnment-to-government  military 
exports  have  consisted  of  weapons  and  ammu- 
nition. The  remaining  59.5  per  cent  have  been 
mide  up  ot  spare  parts  (16.2  per  cent),  sup- 
porting ecjuipnient  (12.3  per  cent),  and  sup- 
porting services  (31.0  per  cent).* 

The  conclusion  one  draws  from  these  figures 
is  that  a  significant  portion  of  the  Security  As- 
sistance Program  has  a  nation-building  role. 
The  program  introduces  facilities,  equipment 
and  skills  that  benefit  the  civil  sector  in  the  de- 
velopment of  its  national  infrastructure.  In  the 
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long  term,  recipient  nations  are  better  prepared 
to  take  care  of  themselves  without  direct 
U  S.  involvement — particularly  during  armed 
crises.- 

Since  1950,  the  Military  Assistance  Program 
(MAP)  and  its  counterpart  in  Southeast  Asia, 
the  Military  Assistance  Service  Funded  Pro- 
gram, has  distributed  more  than  $60  billion 
worth  of  military  goods  and  services  around  the 
world.*  As  war-ravaged  nations  and  develop- 
ing nations  gained  economic  strength,  increas- 
ing numbers  of  them  sought  to  provide  for 
their  own  defense.  Indeed,  they  were  encour- 
aged to  do  so  by  the  United  States. 

Security  Assistance  Legislation 

The  United  States  began  supplying  its 
friends  when  Hitler  was  menacing  Europe.*  A 
licensing  system  for  exporting  arms  was  estab- 
lished in  1935.  It  was  followed  by  the  Neu- 
trality Acts  of  1936.  1937  and  1939.  In  March 
1941,  the  Congress  passed  the  Lend-Lease  Bill, 
to  create,  in  President  Roosevel  s  words,  **an 
adequate  arsenal  of  democracy/  Under  the 
bilK  the  British,  the  Russians,  and  others  were 


to  be  loaned*'  anns  which  they  would  replace 
or  return  after  the  war. 

After  World  War  II  nearly  all  foreign  assist- 
ance was  in  the  form  of  grants.  From  1946  to 
1948,  this  assistance,  principally  to  Greece  and 
Turkey,  totaled  S481  million.  This  "postwar 
relief"  period  was  followed  in  1949  by  the  Mu- 
tual Defense  Assistance  Act  which  resulted  in 
$3  billion  in  military  assistance  to  our  allies. 
President  Truman  summarized  that  U.S.  aid 
policy  in  these  words: 

The  concept  of  peace  for  the  United  States 
has  become  indistinguishable  from  the  con- 
cept of  peace  m  the  world  as  a  whole.  Amer- 
ican security  and  well-being  are  now  de- 
pendent upon,  and  inextricably  bound  up 
with,  the  security  and  well-being  of  free 
people  everywhere.^ 

It  is  important  to  note  that  the  U.S.  has 
phased  down  grant  aid  in  favor  of  cash  and 
credit  sales,  as  our  friends  and  allies  are  in- 
creasingly able  to  meet  their  defense  needs 
with  their  own  financial  resources.  During  the 
first  half  of  the  past  decade,  for  instance,  grant 


aid  processed  by  the  Air  Fovce  averaged  $478 

million  annually,  but  in  the  1970s  this  figure 
has  shrunk  to  $153  million  per  annum.^  In  FY 
1965,  forty-three  countries  received  MAP  mate- 
rial; in  FY  1978  only  eight  countries  are  pro- 
jected to  receive  grants  of  material.^ 

In  total  dollar  terms,  FMS  has,  over  a  re- 
markably short  span,  far  outstripped  grant  aid 
expenditures.  Since  1950  the  Department  of 
Defense  has  recorded  about  $57  billion  in  FMS 
agreements.'*  Actual  cumulative  gross  pay- 
ments by  foreign  countries  through  FY  1965 
total  more  than  $8.5  billion,  averaging  more 
than  half  a  billion  dollars  a  year.'^  After  climb- 
ing from  slightly  under  $1  billion  in  FY  1970 
to  nearly  $5.8  billion  in  FY  1973,  new  orders 
rose  to  $10.6  billion  and  $10.1  billion  in  FY 
1974  and  FY  1975,  respectively. Last  fiscal 
year  the  total  declined  to  $8.7  billion." 

Of  course,  legislation  has  kept  pace  with  in- 
creasing foreign  military  sales.  The  Mutual 
Defense  Assistance  Act  of  1949  is  the  progen- 
itor of  present  day  controls  on  foreign  military 
assistance.  The  Mutual  Security  Act  of  1954 
assigned  the  President  responsibihty  for  con- 
trolling "the  export  and  import  of  arms,  ammu- 
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nition,  and  implements  of  war,  including  tech- 
nical data  related  thereto."  The  1954  Act  was 
superseded  by  the  Foreign  Assistance  Act  of 
1961  and  the  Foreign  Military  Sales  Act  in 
1968.  which  separated  sales  legislation  from 
grant  aid  legislation.  Secretary  of  State  Dean 
Rusk  summed  up  the  intent  of  security  assist- 
ance legislation: 

Our  foreign  policy  goal  is  to  assist  in  the  de- 
velopment of  a  stable  world  community  [of] 
free  and  independent  nations.  .  .  .  This  leg- 
islation will  permit  the  financially  indepen- 
dent countries  of  the  free  world  to  buy  from 
the  United  States  equipment  needed  to  bear 
their  share  of  the  common  defense  burden." 

In  1976  the  Foreign  Military  Sales  Act  was 
revised  and  retitled  the  Arms  Export  Control 
Act.  The  FMS  legislation  re-emphasizes  that 
the  Secretary  of  State  "shall  be  responsible  for 
the  continuous  supervision  and  general  direc- 
tion of  sales  .  .  .  determining  whether  there 
shall  be  a  sale  to  a  country  and  the  amount 
thereof."  There  is  an  additional  control.  Con- 
gress annually  establishes  ceilings  on  grant  aid 
and  foreign  military  sales.*'  Last  year,  the 


Congress,  through  the  Araifi  Export  Control 
Act,  gave  itself  authority  to  disapprove  any 
major  defense  equipment  sale  over  $7  million 
and  any  other  sale  over  $25  million^  unless  the 
President  certifies  that  an  emergency  exists 
which  requires  the  sale  in  the  United  States' 
national  interest.  This  Congressional  authority 
extends  to  govemment-to-govemment  and  di- 
rect commercial  sales  by  U.S.  contractors. 

This  is  only  one  of  the  important  provisions 
of  the  International  Security  Assistance  and 
Arms  Export  Control  Act  of  1976.  All  sales  of 
defense  articles  of  $25  million  or  more  must 
go  through  govemment-to-government  chan- 
nels except  sales  to  NATO  countries.  In  addi- 
tion, the  Act  eUminates  all  Military  Assistance 
Advisory  Groups  as  of  September  30,  1977,  ex- 
cept as  may  be  authorized  by  Congress.**  Ad- 
ditionally, after  that  date,  there  will  be  no 
grant  material  assistance  except  as  specifically 
authorized  by  Congress  on  a  country-by-coun- 
try basis.  The  Arms  Export  Control  Art  ex- 
pressed  as  the  "sense  ^  of  the  Congress,  which  is 
a  policy  statement  and  thus  has  no  force  in 
law,  that  aggregate  annual  sales  under  this 
Act  should  not  exceed  current  levels. 


This  growth  in  legislative  control  came  about 
as  the  international  system  became  more  po- 
litically diffused  and  more  economically  inter- 
dependent,  and  our  security  assistance  objec- 
tives more  complex.  It  is  in  response  to  this 
complexity  that  the  Congress  has  seen  fit  to 
call  for  a  Congressional  reviev.  of  all  major 
deiense  sales  in  addition  to  careful  evaluation 
of  such  sales  by  the  Department  of  State  and 
by  the  Department  of  Defense.  Under  the  leg- 
islation, the  Secretary  of  State  bears  the  re- 
sponsibility for  determining  that  a  given  sale 
of  goods  and  services  would  serve  the  U.S. 
national  interest. 

FMS  and  U  S  Foreign  Policy 

As  a  result  of  the  Security  Assistance  Pro- 
gram, the  bulk  of  which  now  comprises  for- 
eign military  sales,  the  United  States  has  fore- 
stalled possible  communist  sales  or  influence 
in  a  number  of  key  foreign  nations:  Iran, 
Saudi  Arabia,  Morocco,  Jordan  and  several 
Latin  American  countries.  Furthermore,  the 
United  States  is  maintaining  ties  with  some 
sixty  nations  which  are  receiving  grant  aid, 
FMS,  or  a  combination  of  the  two.  These  as- 


sociations provide  a  subtle  leverage  when  one 
considers  the  long-term  logistical  support  re- 
quired for  modem  weapons.  Similarly,  even 
older,  less  complex  weapons  and  equipment  re- 
quire additional  ammunition  or  replacement 
parts.  On  a  brosler  scale,  FMS  helps  create 
an  international  economic  bond  which  affects 
our  world  political  relations  in  a  very  positive 
way.  A  recent  study  by  the  General  Account- 
ing Office  asserted  that  FMS  is  "a  useful  and 
highly  effective  instrument  of  foreign  policy." 

It  is  a  fact  of  life  that  many  nations  must 
purchase  from  foreign  sources  at  least  some  of 
their  military  hardware  and  supporting  ser- 
vices; they  do  not  have  the  industrial  base  to 
provide  all  of  the  equipment  they  need.  Thus, 
FMS  is  truly  the  cornerstone  of  national  secur- 
ity for  many  of  our  friends.  Prime  Minister 
Yitzhak  Rabin  has  even  stated  that  Israels 
"very  existence  would  be  in  real  danger"  should 
the  United  States  withdraw  its  support.^  ' 

From  a  Department  of  Defense  perspective, 
the  FMS  program  is  an  effective  tool  of  na- 
tional foreign  policy  which  complements  the 
armed  forces'  defense  role  and  its  national  se- 
curity  mission.    Additionally,   the  program 


"supports  the  military  goal  of  collective  secur- 
ity, provides  the  United  States  with  a  first  line 
of  defense  outside  its  immediate  territory,  and 
enhances  U.S.  ability  to  respond  to  perceived 
threats."  ^' 

Exrept  in  the  most  extreme  circumstances, 
security  assistance  significantly  reduces  the 
probabihty  of  direct  American  involvement  in 
regional  disturbances.  And  even  if  U.S.  in- 
volvement or  emergency  support  becomes  nec- 
essary»  the  national  logistical  base  (kept  vi- 
brant, in  part,  by  FMS)  would  facilitate  a  rapid 
American  response.  In  either  eventuality,  the 
merit  of  a  well-planned  FMS  program  is  clear. 

FMS  Bawfjts  to  U.S.  Econowy 

Economicallv  sjx^aking.  foreign  militarv 
sales  produce  a  nuiuber  oi  other  benefits  for 
the  United  States.  Mr.  T.  A.  Wilson.  Chairman 
of  the  Board  oi  the  Boeing  Company,  states 
that  "International  commerce  is  critical  to  our 
nation's  economic  well-being,  and  foreign  sales 
of  all  U.S.  products  and  services  accounted  for 
about  $140  billion  in  1974,  while  providing 
jobs  for  more  than  eight  million  people.** 


Regarding  commercial  and  mihtary  contracts* 
he  said,  Aerospace  export  sales  have  exceeded 
$7  billion  each  year  since  1973,  and  reached 
nearly  $8  billion  in  1975."  These  figures  rep- 
resent a  major  contribution  to  the  favorable 
trade  balance  of  $11  billion  in  1975.*» 

Foreign  Military  Sales  has  contributed  its 
share  to  that  favorable  balance;  about  7  per 
cent  of  all  U.S.  exports  are  FMS  transactions.^** 
Although  the  Defense  Department  handled 
$10.1  billion-**  and  $8.7  billion  in  new  FMS 
orders  during  FY  1975  and  FY  1976.  respec- 
tively, it  delivered  only  $3.4  biUion  and  $4.1 
billion  during  those  two  years.  Because  of 
the  inherent  lag  time  in  manufacture  and  dis- 
tribution, FMS  deliveries  often  are  made  three 
to  five  years  or  longer  after  orders  are  placed. 
From  1966  to  1971  the  backlog  averaged  $5.3 
billion:  in  1975  the  total  reached  $24  biUion.^^ 
Last  fiscal  year  the  backlog  was  almost  $32 
billion. 

The  program  s  scope  generates  very  tangible 
benefits  for  the  U.S.  work  force.  In  fact,  thou- 
sands of  American  workers  owe  their  jobs  di- 
rectly or  indirecdy  to  FMS.  The  Department  of 
Commerce  has  estimated  that  about  $8  billion 


worth  of  military  and  civil  export  business  by 
the  aerospace  industry  alone  would  provide 

about  192,000  full-time  jobs  for  Americans. 
The  Defense  Security  Assistance  Agency,  which 
supervises  the  DOD  Security  Assistance  Pro- 
gram, has  estimated  that  each  $1  million  in 
FMS  creates  fifty  new  jobs  and  keeps  fifty  ex- 
isting jobs  active  among  subcontractors  and 
vendors  outside  the  immediate  aerospace  in- 
dustry.-' Such  a  formula  would  suggest  that 
some  800,000  Americans  owe  their  employ- 
ment to  $8  billion  in  foreign  military  sales.  In- 
dustry officials  have  computed  that  every  bil- 
lion dollars  of  sales  abroad  creates  31,000 
direct  jobs  plus  another  60,000  in  the  support 
business.  Iliis  f'>rmulatlon  yields  an  estimate 
of  more  than  700  )00  jobs  produced  from  FMS 
totaling  $8  billion.  Irrespective  of  how  one 
does  the  arithmetic,  it  is  evident  that  a  sizable 
number  of  Americans  are  employed  because 
the  United  States  seeks  to  help  other  nations 
defend  themr^elves. 

Security  assistance  also  makes  it  less  costly 
for  the  United  States  to  defend  itself.  Produc- 
tion lines  are  kept  open  longer,  thereby  rsduc- 
Q  ing  unit  prices.   The  Congressional  Budget 
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Oflflce  hat  estimated  that  an  $8  bUUon  tales  pro- 
gram will,  on  the  average,  generate  $560  mil- 
lion in  cost  savings  annually.  Of  these  savings, 
"approximately  $160  million  represents  sav- 
ings which  are  attributable  to  research  and  de- 
velopment (R&D)  recoupments.""  Dramatic 
savings  do  evolve  from  the  sale  of  sophisticated 
aircraft.  Because  of  FMS  commitments,  the 
F-14  is  costing  the  U.S.  about  $155,000  less 
per  aircraft;  similarly,  the  F-16  will  also  cost 
significantly  less  per  aircraft. 

As  noted,  research  and  development  costs, 
as  well  as  production  and  administrative  costs 
associated  with  FMS,  are  charged  to  the  pur- 
chasing government.  In  this  way  foreign  sales 
are  recovering  a  substantial  part  of  U.S.  R&D 
costs.  Th's  help  is  especially  significant,  given 
that  funding  for  Air  Force  research,  develop- 
ment, testing,  and  evaluation  has  edged  up- 
ward only  slightly  from  $3.6  billion in  FY 
1964  (the  last  stable  year  before  Vietnam)  to 
$3.8  billion  this  fiscal  year.  Considering  the 
effects  of  inflatfon  on  the  dollar,  this  modest 
increase  actually  represents  stagnation  in  U.S. 
technological  development.  Sales  of  equip- 
ment  that  entailed  an  extensive  R&D  effort 
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could  result  in  a  substantial  recoupment  of 
R&D  funds. 

Foreign  military  sales  eliminate  gaps  in  pro- 
duction lines,  keep  facilities  open»  and  retain 
skilled  employees.  The  FMS  program  thereby 
maintains  at  least  a  portion  of  the  national  in- 
dustrial base  that  could  not  be  sustained  other- 
wise. Jacques  S.  Gansler,  Deputy  Assistant 
Secretary  of  Defense  for  Materiel  Acquisition, 
told  Congress  last  November  that  foreign  mili- 
tary sales  have  "helped  us  to  maintain  the 
viability  of  the  declining  base»  reduced  procure- 
ment costs  [to  D0D1»  and  improved  our  in- 
ternational balance  of  payments.**^  Signifi- 
cantly, these  gains  have  been  made  during  a 
t»me  of  reductions  in  real  procurement  expen- 
ditures by  the  U.S. 

Operational  Readiness 

The  United  States  simply  cannot  have  a 
credible  deterrent  force  without  effective  logis- 
tics, a  system  which  one  of  my  predecessors  at 
AFLC  labeled  "The  Logistics  of  Deterrence." 
This  concept  recognizes  that  when  the  enemy 
assesses  our  forces,  he  values  only  those  forces 


which  the  logistics  community  has  ready  for 
combat,  or  can  get  ready  in  time,  and  then 
sustain  for  a  requisite  period  of  combat.  The 
operational  readiness  of  the  defense  establish- 
ment therefore  stands  squarely  on  the  readi- 
ness of  its  logistical  system  and  of  the  na- 
tion's industrial  base. 

The  United  States  requires  a  vibrant  indus- 
trial base  for  the  survival  of  the  republic.  Our 
protective  military  shield  depends  on  industry 
to  provide  the  missiles,  aircraft,  ships,  tanks 
and  guns  which  deter  aggression.  Likewise, 
the  armed  forces  and  their  logistic  systems  de- 
pend on  American  industry  to  replenish  their 
supplies  and  to  repair  much  of  their  equip- 
ment. In  short,  military  readiness  directly  re- 
flects industrial  readiness.  The  sustenance 
which  industry  provides  the  military  is  required 
now,  in  advance  of  any  contingency.  The  ex- 
isting industrial  base  of  this  nation  may  well 
determine  our  future.  Looking  ahead,  we  wall 
not  have  the  luxury  of  time  to  build  our  de- 
fenses or  retaliatory  forces.  Future  conflicts 
may  well  be  "come-as-you-are"  wars.  We  shall 
be  able  to  fight  initially  only  with  the  weapon 
systems,  ammunition  and  spare  parts  which 


the  military  and  industry  have  stockpiled. 

Should  a  conflagration  continue  over  a  pro- 
longed period,  we  shall  succeed  only  if  the  ex- 
isting industrial  base  can  shift  quickly  into 
high  gear.  The  industrial  plants,  the  skilled 
manpower,  and  the  raw  materials  must  be  im- 
mediately available.  We  shall  need  additional 
munitions,  of  course.  But  we  shall  also  require 
thousands  upon  thousands  of  replacement 
parts  for  sophisticated  and  complex  weapon 
systems.  Only  a  dynamic,  responsive  indus- 
trial base  can  help  satisfy  these  requirements 
in  our  quest  for  deterrence  in  peace  and  vic- 
tory in  war. 

Effects  on  Defense  Industry 

Creating  and  sustaining  a  high  level  of  de- 
fense-related industrial  commitment  is  not 
easy  Inflation,  higher  labor  costs,  manpower 
reductions,  and  tight  budgets  have  hindered 
the  military  and  business  alike.  Even  with  the 
increasing  FMS  orders  mentioned  earlier, 
fewer  corporations  are  seeking  defense  con- 
tracts. They  cite  a  low  volume  of  potential 
orders,  low  profits,  excessive  paper  work,  and 


an  air  of  uncertainty  emanating  from  Wash- 
ington.-'* J.  Stanley  Baumgartner  of  the  De- 
fense Systems  Management  College  found  that 
defense  business  in  FY  1975  constituted  less 
than  10  per  cent  of  the  total  business  of  the 
top  twenty-five  defense  contractors,  down  from 
17  per  cent  in  1968.^  For  many  contractors, 
the  civilian  market  is  simply  far  more  lucrative. 
Another  DOD  study  revealed  last  year  that  con- 
tractors earn  an  average  profit  of  4.7  per  cent  ^ 
jn  military  sales  while  earning  17  per  cent^' 
on  similar  products  sold  to  commercial  custom- 
ers, though  this  comparison  does  not  include 
a  corresponding  one  for  private  investment. 
When  coupled  with  auditors  and  quality-control 
inspectors,  the  restrictive  atmosphere  has  dis- 
couraged potential  defense  contractors. 

Approximately  three  years  ago,  the  Depart- 
ment of  Defense  became  concerned  about 
these  problems  developing  in  the  industrial 
base.  Deputy  Assistant  Secretary  Gansler  ad- 
dressed the  situation  last  November  before  the 
Joint  Defense  Production  Committee  of  the 
Congress.  He  noted  that  difficulties  wrre  being 
encountered  then  "by  prime  contractors  ...  in 
obtaining  adequate  compensation  for  parts  and 
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components.  Subcon tractors  were  declining  to 
bid  .  .  .  and,  to  keep  their  share  of  the  defense 
market,  some  large  prime  contractors,  through 
acquisitions  and  expansions,  began  entering 
the  subcontract  field.  As  a  result,  competition 
decreased  and,  in  some  cases,  inordinately  high 
prices  were  being  paid  for  parts  and  compo- 
nents." 

Gansler  also  noted  that  prime  aircraft  con* 
tractors  were  finding  themselves  with  extra 
capacity  because  of  decreasing  commercial  and 
defense  business.  We  also  obser\'ed,"  he  said, 
"an  aging  of  plants  and  equipment  with  little 
investment  being  made  to  increase  productiv- 
ity. .  .  .  Innovations  in  engineering  and  manu- 
facturing technology  appeared  to  be  sagging 
because  of  the  lack  of  business.  We  became 
concerned  that  our  needs  for  a  viable  .  .  .  base, 
capable  of  responding  to  emergency  demands, 
were  becoming  threatened." 

Satisfying  the  leijitimate  defense  needs  of 
our  allies  and  friends  through  FMS  has  par- 
tially offset  this  problem.  More  permanent  so- 
lutions are  being  suggested  and  implemented 
by  the  Defense  Department.  Perhaps  the  most 
important  of  these  initiatives  is  one  which  per- 


mits corporation  accountants  to  include  the 
cost  of  capital  (imputed  interest)  in  their  com- 
putations of  expenses  and  anticipated  profits.^ 
By  making  capital  investment  an  allowable 
contract  cost,  the  government  is  motivating  In- 
dus :ry  to  bid  for  defense  contracts  and  to  invest 
in  new  faciUties.  In  the  long  term,  industry 
receives  a  higher  profit  and  achieves  increased 
efficiency  and  productivity.  Additionally,  de- 
fense benefits  form  a  stronger  industrial  baoe 
and  lower  costs. 

Other  procurement  policies  and  practices 
may  need  to  be  modified  to  attract  the  smaller 
suppliers  and  contractors.  In  the  meantime, 
"We  are  providing  for  more  flexibility  in  our 
military  specifications  and  encouraging  greater 
use  of  commercial  parts,  and  multiple  sources 
of  supply  in  .  .  .  subcontract  procurement.  .  .  . 
These  initiatives  will  help  to  broaden  our  com- 
petitive base,  reduce  procurement  cost,  and  im- 
prove our  surge  capability  at  this  'bottleneck* 
level  of  the  (industrial]  base."*^* 

Foreign  military  sales  in  recent  years  have 
helped  the  United  States  to  maintain  the  via- 
biUty  of  its  declining  industrial  base.  But  we 
must  consider  this  phenomenon  a  bonus  de- 


rived  from  the  principal  American  effort— to 
help  its  friends  and  allies  help  themselves. 
Such  mutual  assistance  is  of  primordial  im- 
portance in  achieving  that  state  of  readiness 
which  Karl  von  Clausewitz  described: 

In  the  search  for  peaceful  solutions  to  the 
controversies  between  states,  we  must  not 
forget  to  always  keep  our  eyes  fixed  on  the 
adversary,  so  that  if  he  decides  to  wield  a 
sharp  sabre  he  may  be  met  with  something 
more  than  a  dress  sword. 
Foreign  Rovernments  have  requested  secur- 
ity assistance  from  the  United  States  in  order 


to  sharpen  their  sabres  and  in  order  to  pre* 
serve  their  political  stability.  Our  government 
has  granted  their  requests  and,  in  so  doing,  we 
have  strengthened  our  own  sagging  industrial 
base.  Mudi  more  remains  to  be  done.  The 
production  and  supply  capacity  embodied  in 
the  industrial  base  is  the  foundation  for  the 
Department  of  Defense's  logistic  system,  which, 
in  turn,  is  the  cornerstone  of  its  operational 
forces.  The  role  of  FMS  in  sustaining  and  en- 
riching this  relationship  is,  I  submit,  crucial  to 
the  national  well-being. 
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Dbbatb  PsopoemoM  Thkbe 

Rebolveo  That:  The  UNina)  States  Should  SiGNincANTi.Y  Rboucb 
Its  Foreign  Ahsibtanck  Programs  to  Totautarian  Governments 

In  recent  years  there  has  been  considerable  controversy  regarding 
linkages  between  U.S.  foreign  assistance  programs  and  various  other 
foreign  policy  considerations.  Should  the  United  States  provide  aid 
only  to  countries  with  which  we  have  a  political  affinity,  or  should  our 
assistance  be  directed  to  the  poorest  of  the  poor  nations?  Should  eco- 
nomic and  military  gi*ants,  loans,  and  technical  assistance  programs 
be  allocated  to  foreign  countries  primarily  on  the  basis  of  U.S.  stra- 
tegic interests,  or  should  the  distribution  reflect  America's  judgment 
of  foreign  nations'  respect  for  the  civil  and  political  liberties,  physical 
security  and  integrity,  and  basic  socio-economic  needs  of  their  peo- 
ple ?  Finally,  should  U.S.  aid  be  provided  or  denied  to  totalitarian 
states?  ''Totalitarian  sUte"  has  been  variously  defined  by  different 
ttuthoritics;  one  useful  characterization  of  such  governments  includes 
(1)  a  commitment  to  a  single  goal,  (2)  unpredictability  caused  by 
procedural  flux,  (3)  large-scale  use  of  organized  violence,  (4)  sup- 
pression or  realignment  of  organizations  that  are  not  committed  to  the 
n>gime's  goal,  (5)  enforcement  of  universal  participation  in  organiza- 
tions that  are  committed  to  the  regime's  goal,  and  (6)  attempts  to  re- 
shape mankind  into  the  image  of  the  totalitarian  system.*  The  follow- 
ing articles  have  been  selected  to  illustrate  several  positions  on  these 
questions.  Other  material  addressing  these  questions  in  a  more  general 
way  is  included  in  the  initial  section  of  this  volume. 

>  ThiH  detcrtDtlon  of  a  totallUrtan  lUte  li  offered  by  Herbert  J.  Splro  In  the  Inter- 
national KnrycloiMHlla  of  the  Social  ScIpdopm.  v.  15.  David  L.  SHU,  edT  New  York  •  The 
MacmlUan  Company  and  the  Free  Preaa,  1908,  p.  108. 
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FonuoN  Absutance  and  U.S.  Poucr  ♦ 
(By  SecreUry  of  Sute  Cyrus  Vance) 

During  the  25  months  that  I  have  been  SecreUry  of  SUte,  I  have 
regularlv  appeared  before  this  committee  to  discuss  a  wide  variety  of 
issues  of  great  imporUnce  to  our  foreign  policy.  I  do  so  again  today  as 
X  present  the  Administration's  proposed  foreign  assistance  program 
for  fiscal  year  1980,  for  there  is  a  fundamenUl  relationshiplletween 
our  foreign  assistance  programs  and  America's  foreign  policy. 
*o  a7^i\    ^^•'J*'*  Congress  to  approve  an  authorization  of 

•?  o  u-i!-°"  M  components  of  our  foreign  assisUnce  efforts.* 

fl.8  billion  for  bilateral  economic  assistance;  nearly  $2  billion  for  se- 
curity supporting  assistance;  $656.3  million  to  finance  a  total  foreign 
military  sales  financing  program  of  $2.1  billion ;  $110  million  for  grant 
military  areistance;  m  million  for  grant  militery  education  and 
training;  $8.6  billion  for  assistance  through  the  multilateral  develop- 
ment banks;  and  $277  million  for  our  voluntary  contributions  to  inter- 
national organizations. 

In  this  testimony,  I  will  concentrate  on  the  relationship  between 
these  programs  und  our  foreign  policy  goals.  Let  me  emphasize  that,  in 
doing  so,  I  do  not  sug^  that  our  development  objectives  need  or 
should  be  controlled  by  international  political  considerations.  The  fact 
18  that  well-conceived  and  well-executed  foreign  assistance  programs 
that  serve  development  also  substantially  benefit  our  foreign  policy 
by  improvinif  our  relations  with  individual  developing  natronsT 

L<et  me  begm  with  a  brief  examination  of  one  of  the  most  important 
trends  of  a  new  era :  the  growing  economic  and  political  stakes  for  our 
country  in  the  develop mg  world. 

U.S.  STAKES  IN  THE  DEVELOPING  WORLD 

First,  there  is  the  strong  link  between  a  sound  American  economy 
and  continued  economic  vitality  in  developing  nations. 

In  1977  developing  countries  bought  $42  billion  worth  of  U.S. 
merchandise-more  than  a  third  of  all  our  exports.  In  the  agricultural 
sector,  these  countries  buy  about  half  of  all  our  wheat  exports,  60% 
of  our  cotton  exports,  and  70%  of  our  rice  exports, 
u  c^^^f^  mO%  sales  of  U.S.  goods  to  developing  countries  grew 
by  22%  per  year  compared  to  16%  for  sales  to  industrialized  nations, 
o.y^^r  ,  P*®*^  ^  y®**^'  developing  countries  have  provided  more  than 
26%  of  the  raw  materials  we  use. 

from  the  Superintendent  of  Documenti,  if.S.  Qovernment  Printing  OfflM.Waihlntt J?  D^^^ 
2ul!?A'llft»?"84^"*  "t^tement  taken  from  Department  of  Skte  WAn.  V  79! 
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These  statistics  demonstrate  a  very  basic  fact  of  economic  life  in 
tho  late  1»70'8  and  beyond.  We  can  enhaiice  our  own  well-being  by 
encuuratfing  and  assisting  rapid  and  equitable  growth  in  the  develop- 
ma  world. 

It  is  clear  that  our  policies  toward  the  developing  world  affect  indi- 
vidual lives  at  homo  as  well  as  abroad. 

The  Drice  of  food  in  the  neighborhood  supermarket  will  be  affected 
by  food  production  progress  in  the  developing  world. 

Jobs  in  our  factories  will  depend  on  growing  export  markets  and  on 
critical  raw  materials  imported  from  Third  vVorhi  nations. 

The  incomes  of  many  of  our  farmers  will  depend  on  poor  countries 
earning  sufficient  income  to  expand  food  imports. 

Economic  growth  in  the  Third  World,  particularly  in  the  more  ad- 
vanced developing  nations,  will  clearly  have  an  increasingly  important 
and  oositive  impact  on  growth  rates  in  the  industrialized  world.  Third 
World  development  will  directly  affected  both  how  we  live  our  lives 
and  the  kind  of  world  in  which  our  children  will  live. 

While  the  economic  importance  of  developing  nations  grows  steadily, 
so  does  their  political  role.  They  now  have  a  major  impact  on  key 
regional  and  glol>al  issues  of  concern  to  the  United  States. 

The  most  imi)ortant  of  these  is  the  research  for  peace  in  troubled 
areas  of  the  world.  Conflicts  in  the  developing  world  pose  a  danger 
to  world  peace,  liecause  they  can  escalate  into  ^eat  power  confronta- 
tions. Developing  nations  play  important  roles  in  helping  resolve  con- 
flicts in  their  n^jfions  in  two  ways.  First  are  the  crucial  diplomatic 
efforts  of  the  nations  mint  immediately  affected  by  disputes  near  their 
lK>i*ders.  The  cent  ml  contributions  of  the  so-called  front-line  states 
to  the  peace  prmvss  in  Namibia  is  a  case  in  point.  Second,  as  in  the 
United  Nations  and  other  multilateral  organizations,  such  as  the  Or- 
fifanization  of  Ainericun  States  and  the  Organization  of  \frican  Unity, 
nhance  their  peacekeeping^  roles,  developing  nations  become  all  the 
molt*  important. 

In  a  number  of  other  significant  nn^as,  our  j)olitical  relations  with 
the  developing  world  atfei't  our  ability  to  attam  goals  of  critical  im- 
portanct*  to  the  American  people. 

We  will  make  little  progress  in  luilting  nuclear  proliferation  unless 
we  can  convince  thosi*  developing  nations  wliicn  might  otherwise 
acipiiiv  dangerous  nuclear  teclmology  tliat  they  can  meet  their  energv* 
and  serurity  nmls  without. 

Establishing  a  ^ivator  n^spect  for  human  rights — l)oth  political  and 
economic  depends  larfju^ly  on  a  growing  recognition  amonji  develop- 
ing nations  tluit  healthy  so<Mrti*>s  must  (lefend  and  nutui'e  the  dignity 
of  the  individual. 

We  rannot  restrain  the  dangerous  growth  of  conventional  arms  un- 
less developing  nations  l^econio  convinced  that  this  type  of  arms  con- 
trol enlumces  their  S4u  urity. 

The  battle  against  pollution  of  our  oceans  and  our  atmospliere  can- 
not Ih»  won  unloss  we  enlist  the  developing  nations  in  this  stnigcle. 

I^ro^ri'ss  towanl  each  of  thesr  goals  <lepen<ls  on  the  practical  deci- 
sions of  many  diffeivnt  governnuMits.  Our  ability  to  influence  those  de- 
cisions requires  nu)iv  than  exhoi-tation  and  imaginative  diplomacy. 
When  we  ask  a  pooivr  nation  to  work  witli  us  for  peace  or  to  forero  sensi- 
tive nuclear  technology  or  to  build  a  society  that  is  more  equitable,  our 
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influence  will  depend  in  part  on  our  ability  to  offer  tangible  support  for 
Its  security  ov  mvngy  development  or  economic  growth. 

VVe  will  Ih>  more  etteetive  in  asking  developing  natiomi  to  sliaro  our 
goalii  for  a  better  and  safer  world  if  we  are  willing  to  help  them 
achieve  then  goals  of  better  and  safer  lives  for  their  own  peop^  This 
basic  hjcipixjcity  lies  at  the  heart  of  the  relations  with  the  lliird  World. 

In  a  broad  context,  the  levek  of  our  foreign  assistance  are  judged  as 
a  signal  of  our  seriousness  in  the  so-called  North-South  dialogue. 

This  dialogue  is  conducted  in  a  wide  variety  of  settings  where  in- 
dustrialized and  developing  nations  meet  to  share  ideas,  exchange 
views,  and  negotiate.  We  have  often  spoken  of  tlie  need  for  this  dw- 
logue  to  be  a  positive  one  which  would  avoid  tlie  rhetoric  of  confronta- 
tion. Hut  our  position  in  the  many  North-South  negotiations,  which 
will  take  place  in  IDTU  and  1980,  can  only  be  sustained  if  we  are  willing 
to  bear  our  fair  share  of  the  financial  burdens  and  work  with  others 
in  addressing  global  eccmomie  problems  in  a  positive  fashion. 

At  a  nion*  duvet  level,  our  aid  is  one  of  the  strongest  and  most  tangi- 
ble Imks  U'tween  the  United  States  and  the  nations  of  the  developing 
world.  Trade  and  investment  have  a  central  and  significant  impact  on 
developing  country  economies.  Our  economic  aid  is  also  of  particular 
importance  through  its  direct  impact  on  the  lives  of  the  poor.  And  it  is 
the  most  visible  expression  of  our  interest  in  the  economic  well-being 
of  developing  nations. 

It  is  not  our  policy  to  let  short-term  political  considerations  govern 
our  decisions  about  development  aissistance.  But  our  development  pol- 
icy and  our  diplomacy  in  general  must  be  carefully  integrated,  in  part 
U'causo  the  governments  of  nations  receiving  our  aid  often  interpret 
this  as  either  a  signa'  of  deteriorating  interest  in  them  or  a  sign  of 
American  weakness  and  withdrawal. 

Our  aid  ab^o  helps  buttress  the  strong  sense  of  national  independ- 
ence ant  I  identity  among  the  developing  nations  which  is  the  surest 
barrier  to  domination  by  outside  powers. 

This  point  is  important  in  both  long-term  and  short-term  contexts. 

In  the  long  run,  we  can  be  confident  that  the  relationship  between 
the  West  and  developing  nations  will  remain  positive.  These  relations 
are  Imscd  solidly  on  our  mutually  l)eneficial  econmnic  ties,  on  Western 
acceptance  of  political  diversity  and  support  for  human  freedom,  and 
on  the  cultural  affinities  which  have  enriched  all  our  peoples. 

We  cannot,  however,  disreganl  the  shorter  term  and  rely  only  on 
our  long-term  advantages  to  deal  with  Soviet  activities  in  the  lliird 
World. 

Some  have  ar<;ued  that  we  should  seek  to  force  Soviet  restraint  by 
abandoning  efforts  to  achieve  agreements  that  are  deeply  in  our  na- 
tional security  interest.^ — for  example,  a  sound  SALT  agreement.  We 
l)elieve  that  such  an  approach  is  likely  to  be  ineffective  and  damaging 
to  our  interests. 

A  iH'tter  response  is  to  continue  to  take  an  affirmative  approach  of 
active  engagement  in  the  Third  World  itself,  to  concentrate  on  our 
ties  with  develoniijg  nations  because  of  their  inherent  importance. 
Such  an  appnwu'ii  mjuires  our  .seeing  Third  World  Problems  in  their 
own  terms  rather  than  primarily  through  an  East-West  prism.  And 
it  must  U'  !>rt(  ked  up  by  sufficient  resources  to  address  seriously  the 
economic  as  well  as  security  concerns  of  developing  coi^tries. 
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This  strategy  of  aflSrmative  involvement  and  support  for  the  in- 
depondenre  and  diversity  of  developinj;  nations  serves  us  well.  It 
capitalizes  on  the  West's  inherent  sti^engths.  It  improves  our  ties  to 
developinjf  countries  in  a  context  which  does  not  force  them  to  make 
an  explirir  choice  l)et\veen  Kast  and  West.  It  reduces  the  wider  dan- 
^ei-H  of  ronHict  in  the  Third  World.  And  the  fact  is  that  it  is  working. 
Our  ties  to  the  members  of  the  Association  of  South  East  Asian 
Nations  and  in  the  Asian  subcontinent,  in  Africa,  and  within  the 
Western  HeUiisphere  are  strong  and  sound.  This  is  reflected  not  only 
in  the  atnuxsphere  of  our  relat  ions  but  in  our  ability  to  work  more  easily 
together  at  the  United  Nations  and  on  i^gional  issues. 

Let  me  cite  an  article  I  recently  read  in  Nigeria's  Daily  Timen^  en- 
titled "The  Soviet  Dilemma  in  Africa.*'  Its  author  states  that: 

KlfHt  the  RuMslunM  inttve  iuto  Home  African  nation,  uBuaUy  at  a  time  when 
the  luition  H  very  Murvival  1m  threatened.  Fi>r  awhile  there  is  a  halcyon  period 
i»f  frateriuil  coUnbnratioii  usually  cemented  hy  massive  infusions  of  military 
aid.  The  nation  feels  a  little  more  secure  a^d  begins  to  worry  about  such  mun- 
dane thlnxM  as  fiKHl  and  hospitals  and  ruads.  It  turns  to  the  Russians*  hopinic 
they  will  give  tvonomic  aid  as  readily  as  they  gave  military  aid.  The  Russians 
say  that  they  don't  have  the  money.  The  nations  turn  to  the  West  which  is 
waitlnic  ill  the  win^s.  A  (juarrel  ensues  and  the  Russians  are  aslced  to  leave.  .  .  . 

The  author  jfwa  on  to  conclude : 

This  situatitui  in  Africa  at  the  present  time  is  such  that  the  Soviet  Union  is 
losing  out  to  tile  Amt*ricans.  not  so  much  l>e<*ause  African  countries  detest 
sociaiisni  as  lK»ranse  tiie  Soviet  Union  is  unwiiliiiu  to,  or  incapal)le  of.  providinR 
more  economic  than  military  aid. 

I  lK*lieve  we  have  every  reason  to  l)e  confident  about  the  future  of 
our  relations  with  the  developing;  world  us  lon^  as  we  continue  to 
support  their  ecori(»nKc  development  and  assist  them  with  the  means  to 
provide  for  their  st»lf-iiefense. 

U.S.  OBJECTIVES 

Our  foreign  assist anc^e  programs  have  six  important  objectives 
which  jruide  us  in  designinj;  specific  programs  to  help  meet  the  unique 
needs  of  each  rei  ipient  nation. 

First,  wc  work  to  overcome  the  worst  aspects  of  poverty  and  help 
nations  achieve  self-sustaiMiiijLj,  eijuitablc  trrowth  primarily  through 
a  strategy  of  meeting  basic  linman  needs.  We  play  a  major  role  in  the 
worldwide  war  on  hunger  and  malnutrition  both  through  our  Public 
I^aw  tHO  f(KH|  assistjin<v  programs  and  through  the  strong  emphasis 
in  oui'  bilateral  d(»velopment  assistance  on  efforts  to  increase  food 
pr()du<*tion,  im^)rove  mitrition,  enbaiuT  health  care  and  education, 
control  population  grt)\vth.  an<l  foster  rural  development. 

In  Peru's  extremely  p<M)r  central  region,  there  are  tragically  high 
infant  and  maternal  iiu»rtality  rates.  Wc  plan  to  allocate  $7.r>  million 
in  fiscal  year  lt)SO  \o  in<'reas4»  the  ac<'e.ss  of  li  million  rural  people  to 
improved  curative  aiul  preventive  health  care  services. 

In  Indonesia  we  will  provide  further  financing  for  a  river  basin  de- 
velopment proje.  t.  An  estinuUed  230,000  lowhuul  fainieiv  and  lalK)rers 
will  directly  benefit  from  increased  crop  produ<  tion  arid  income  from 
irrigation  while  drnimige  will  improve sanitatioii  and  health. 

In  Africa  s  SUiel  we  have  Ihtu  a  partner  with  the  AVorld  Health 
Organization  and  more  than  a  dozen  other  countries  and  international 
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institu  ions  in  an  offoit  to  help  control  livci-  blindness  in  the  Volta 
Kivei-  Mttsin.  I  Ills  ihvM  (list.tt«e  has  long  prevented  the  full  oconoinic 
(Unelopinent of  some  ,(K),(MK)  kilometers  of  fertile  land  in  seven  very 
p<K)r  \V est  A f rionn  nations. 

Our  se<on(l  <»hjectiv.«  is  to  help  (lovolopinp  nations  strenifthen  their 
st'lf-reluuu  e  by  supporting  light  industry,  torhnological  progress,  and 
unpi-oveinent  of  basic  infrastructure.  In  each  case,  our  object  is  to 
pixunote  human  welfare. 

I'msidcnt  Tarter  has  nroposed  the  citation  of  a  new  U.S.  institute 
for  intermit lomi!  technologual  cooperation.  The  institute  would  nio- 
l>ilize  more  effectivcdy  the  scientific  and  technological  capacity  of  our 
counti  v  to  work  with  developing  luitions  in  creating  and  adapting 
U«cJmo!og>-  to  solve  their  critical  development  problems  and  in  build- 
ing tlieir  scientihc  aiul  technological  capabilities.  In  its  work  with  the 
iiuiustrializing  middle  tier  tuitions  which  no  longer  receive  conces- 
.sional  aid,  the  institute  would  operate  on  a  cost-sharing  basis 

In  IJangladesh  we  will  finance  a  million  rural  roads  program 
using  lalM)!-  mtensive  nu'tluuls  to  imreast^  local  agricultural  produc- 
tion and  marketing  of  agricultural  cimunoditios. 

In  the  Knglish-sjMMiking  Cariblx'an,  the  small  and  geographic  dis- 
persion of  the  islands  limits  the  market  for  products  grown  by  small 
farmers.  We  plan  to  work  with  the  Caribbean  Development  Bank  to 
construct  a  farm  supply  and  nuirketing  cent*>r,  a  cold  storage  fwility, 
and  improved  interisland  transpovt^ition  designed  to  increase,  the  pro- 
duction and  income  of  small  farmei-s  in  the  Eastern  Caribbean. 

Our  third  objective  is  to  promote  the  peaceful  resolution  of  disputes 
l»y  providing  economic  aid  to  nations  in  regions  l)esct  by  serious  conflict. 

()m-  security  supporting  assistance  programs  in  both  Egypt  and 
Isniel  are  vital  to  the  peace  process  becalIS^^  thev  support  the  economic 
stability  of  both  nations. 

Nearly  half  of  Egypt's  people  live  in  overcrowded  cities.  The  gov- 
ernment (aiiiiot  provide  tlicm  with  the  necessities  of  life  without  as- 
sistance froni  the  Ciiitcd  .States  and  other  natiims.  We  will  provide 
Egypt  with  .-j;;.-.!)  million  in  fiscal  year  n»S()  to  import  the  industrial  raw 
matiMials.  spare  parts,  and  otiier  <roods  needed  to  maintain  essential 
services  antl  to  support  projects  vital  to  Egypt's  longer  term  dcvelop- 
niciit.  Tills  is  iiiiport:iiit  to  the  political  stability  which  is  critical  to 
I'lesitleiit  .Sad.'itV  ability  to  lead  F.^'Vpt  toward  peace. 

As  witli  K^M  pt.  fsrat'lV  ability  to  provide  for  the  spcurity  an<l  well- 
iM'ing  of  its  people  is  a  key  factor  in  its  decisions  toward  peace.  Our  aid 
has  liejpt  d  Israel  (o  lake  the  aii-tere  measures  of  devaluation  and  im- 
port rediii'lioiMieetle.l  for  etioits  (o  increase  its  defense  capability  fol- 
lowing the  lltT.'i  war.  Altlioiiirh  Israel's  economy  is  now  doing  much 
Ix'ttcr.  it->  prospects  for  steady  ^rrowtli  and  stability  depend  strongly 
on  help  from  tin-  l  iuted  Stales.  Our  seeiiritv  supporting  assistance 
U»  Israel  >;7s.-,  million  in  liscal  year  1!IS0  will  provide  funds  to  keep 
esM'tilial  iinpoils  flowing.  We  are  also  providing  Israel  with$l  billion 
in  needed  foreign  mililMry  sales  tinancing. 

Our  assist.iiice  in  >«onlliern  Africa  is  crucial  to  our  diplomatic  efforts 
for  pea<-e  in  \;iinil>ia  ;ind  Khodesisi.  The  security  supporting  as.sist- 
aiu'c  we  provide  the  nalions  of  the  area  helps  them  lo  deal  with  the 
,sr\»'re  ceonomii'  disloejitioiis  caused  by  years  of  conflict.  By  promoting 
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eeonomic  stability  in  the  re^fion,  our  assistance  not  onlv  lovssc^ns  human 
sufferuig  but  also  emwirajre.s  these  nations  to  rontiiim*  tlieir  otforts 
to  resolve  conflirts  peacefully. 

A  fourth  objective  of  our  assistance  prognmis  is  to  help  friendly 
nations  maintain  u(h»(iurtte  nulitarv  establislnncnts  to  stivn^rthen  their 
s<»If-defens*v  Foivi^rn  military  sailes  (FMS)  financing,  ^rrant  military 
assistance  m-ograms  (MAIM,  and  intenuiticuuil  military  education  and 
trainin^r  (IMET)  pro^Mams,  togt^ther  with  FMS  cash  sales,  are  the 
means  by  which  we  acccuiiplisli  tli is  objective. 

In  acconlance  witli  longstandin^r  executive  branch  policy  and  con- 
gressional directives,  we  are  cuntimiing  the  shift  from  grant  MAP  to 
FMS  financing.  We  are  mjucsting  ^rant  program  funds  for  only  four 
countnes  in  fisi^al  year  lD8(Wordan,  Portugal,  I^hilippine^;,  ami 
hpam. 

The  FMS  finaiuMUg  pn)grani  is  a  less  costly  means  than  MAP  for 
assisting  other  countries  in  financing  their  defense  programs.  Except 
for  a  pr()i)(xs4Hl  direct  loan  of  $/)(H)  million  for  Israel  on  which  repay- 
ment would  \)v  forgiven,  FMS  loans  are  eventually  i-epaid  and  require 
the  appropnation  of  only  *1JH)  to  gunrai^ee  each  $10.0()  in  loans  made 
by  the  Fe(leral  Financing  Hank  f  DepartuuMit  of  the  Treasury.]. 

The  IMF/r  program  continues  to  provide  a  significant  return  on  a 
modest  investment.  It  not  <mly  develops  the  teclmical  ami  managerial 
competence  of  foreign  personnel  to  use  efi'ectively  U.S.-supnlied  equip- 
ment but  also  enables  oflicers  who  have  or  are  likely  to  attain  positions 
of  leadership  in  tlieir  countries  to  learn  more  about  the  United  States 
and  estal)lish  friendships  heiv.  We  believe  that  dollar- for-dollar,  this  is 
one  of  our  most  important  programs, 

A  few  examples  of  proposed  security  assistance  programs  in  fiscal 
year  19H0  demonstrate  their  importance! 

We  are  now  engaged  in  an  effort  to  rebuild  our  important  i-elation- 
ship  with  Turkey.  The  $J()0  million  F.XfS  civdit  and  $2  million  in 
IMF/I  we  wish  to  provide  are  designed  to  assist  Turkey  in  its  efforts 
to  maintain  a  modern  armed  force  capable  of  perforuung  its  NATO 
role.  The  $!>8  million  in  security  supporting  assistance  is  crucial  to  Tur- 
key's etforts  to  stabilize  its  very  difiicnlt  economic  situation ;  this  is  im- 
portant both  to  Turkey *s  contribution  to  the  mutual  security  of  the 
West  ami  also  to  its  capacity  as  a  democratic  government  to  deal  with 
the  |>rohlem>  of  development. 

We  are  asking  (\mgress  to  approve  for  (ireece  a  $ir)8  million  pro- 
gram of  FMS  credits  and  $1.8  million  in  military  training.  This  assist- 
ance will  pnuiiote  the  reintegration  of  (Jrcek  forces  into  the  NATO 
integrated  military  structure,  enable  those  forces  to  meet  their  NATO 
responsil)ilities,  and  help  to  insure  that  the  present  halance  of  military 
stivngth  among  the  countries  of  the  region  is  preserved. 

Oneof  our  most  important  security  programs  is  for  Korea.  Peace  and 
stability  in  Northeast  Asia  in  general  and  on  the  Korean  Peninsula  in 
particular  are  of  rout  inning'  vital  importance  to  our  country.  This  year 
we  are  request  ing  $Jj:)  uiilhon  iu  FMS  financing  for  support  of  Korea's 
.%  ycar  force  inqjrovement  plan,  and  this  will  he  supplemented  by  cash 
sales.  We  arc  also  rciiuestiug  authority  to  provide  $1.8  million  in  grant 
military  training  which  will  fo(Mis  on  training  in  the  use  of  newly 
acquiivd  equipment. 
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r\LVlu  I'V^^'^'Z    V  J*""""^"  "'^'ividual  human 

rij;lits  and  to  assist  ivfu^iws. 

inflnl^li!*.!' "^^"re  that  huiuan  rights  considerations 
infliieiuv  th.>  .ie^rivo  of  our  ivsi.onsiveness  in  terms  of  l)oth  levels  and 
&r H.lt  '^ff'^^iV;'''.;^''  ••^••''x'-  t'lvsnWut  ('alter  n>affiri..ed  last  Decem- 
ber t  at  :  i„  distnb.it  the  s.-aire  resourc  es  of  our  forei^rn  assistance 
t*imS  IvTi''''  ^^''".;':;"">"«V*«^"  »t'"t,our  deepest  affinities  are  with  na- 
tions whirl,  eon.m.t  themselves  to  a  dei.KH-ratie  path  to  development."  » 

I  le  eonteiit  .)f  our  ecoi.omie  assistance  programs  has  lH>en  desiimed 
•'M"'tahle  patterns  of  development  and  incrSsed 

1  leipat .(,..  I.y  ooorrr  peoplr  i,.  the  development  process.  This  latter 
Koa  IS  cuhanred  hy  programs  such  as  Title  \l  under  Public  Law  480, 

rJil    .   'V  "'^  ^-^'H      relief  programs 

tartied  o.il  hy  pr.vale  voluntarv  organizations. 

.  I  ho  budget  we  are  pivsonting  today  was  cai-efully  reviewed  by  our 
iiiteragencv  co.m.uttee  on  human  rights  before  it  was  submitted  to  the 
I  ri'sideiit  for  hnal  approval. 

Our  refugee  effort  is  a  key  element  of  mir  assistance  program,  help- 
ing vict.n.s  of  war,  c.v.l  strife,  and  h.iman  rights  violations  to  find  new 
hoiiu'.s  and  begm  new  lives.  (Jiven  th..  increasingly  critical  plight  of 
n>fugee«  worldwide,  we  intend  to  st.vugthen  our  effoils  through  new 
legislation  ami  ii.oiv  etloct.ve  ...anagenient  of  programs  in  all  agencies 
of  government.  *  " 

Our  sixth  objeotive  is  to  sti-ei.gthen  international  responsibility  and 
the  sharing  of  hnam-.al  b.inlci.s  for  global  development  by  contribut- 
«hare  to  ii..iltilateral  assistance  programs. 

Multilateral  aid  is  a  pai-ticulai  ly  eti'ective  mechanism  because  of  its 
leverage  in  geiieiat  ii.fr  c()i.trib..tions  by  other  donors  and  its  mobiliza- 
tion of  privat.'  nip.tal.  The  principal  reason  for  this  is  the  use  of  call- 
able capital  which  provides  financial  backing  for  the  hanks  enabling 
them  to  raise  the  bulk  of  their  funding  in  the  private  capital  markets. 

I  he  iidvai.tnges  of  h.irdei.-sharing  and  leverage  are  most  pronounced 
in  the  W  orhi  Hai.k  wi.eiv  on  a  cumulative  basis  each  dollar  we  spend 
has  icsi.lte(l  .1.  approximately  $.-)()  of  lending.  In  the  recent  replenish- 
ment lu'got.atioi.s  for  tlie  Inter- .Vnierican  Development  Bank,  we  ob- 
tained both  mcrea.scd  reliance  on  callable  capital— which,  though  ap- 
propriated, »locs  not  g.ve  rise  to  b.idp'tarv  expenditures. 

VVe  have  been  successful  in  containing  and  in  some  cases  r-educing 
adm.ii.st  rative  expenses  of  the  n..iltilateral  banks  and  continue  to  make 
suhstant.al  progress  in  ...erasing  the  i..volve...ent  of  these  institutions 
.11  activ.ties  that  j.lhn  iate  extr»Mi.»>  pove.1v. 

The  co.it  rib.. tio.is  of  r.\.  p.ograii.s  *to  develop.nc.t  also  serve  to 
meet  hu.i.a.i  ..eeds. 

Ill  the  S..(ian.  the  r.N.  I)e\ elop.ncat  P.og.am  is  equipping  training 
centers  to  teach  p.nctical  <kil|s  to  over  mm)  ....dc.-ed.icated  and  un- 
»leiT..ipIoy»>»l  people. 

Ill  the  Philippi.ics.  I  N  I( 'KF  s..ppoits  a  ..niqi.e  televised  nutritional 
training  program  that  reaches  i.')  .nillion  students  everv  school  day. 

Ii»>t  me  ..otc  l.c.e  a  iiuitter  of  si)e(  iai  co.ice.  n.  Last  year  the  Congress 
placed  w  the  SfiUe  Dcpai1n.e..t^i  Hscal  yea.-  1979  appropriation  bill  a 

-..!l.*!f**''       IL"'  commeinorat.ng  the  30th  annlversarv  of  the 

uZlnl979  V  '**^'«""<">  of  Human  Rights,  for  full  te^         Bufle?ln  of 

ErJc  5^/0 


520 

pmhilutton  UK^iiiiNt  thi»  us<»  of  V.S.  assosfk^l  coiitrihutions  for  torhni- 
nil  iissistufHv  liy  tlio  Unit<Ml  Nut  ions  ajreiuMes.  This  prohibition  pre- 
«-huh's  rtiiv  payiiu'fit  hy  thv  V\utvi\  States  of  its  T.N.  assossiiuMits,  siiiro 
the  IT.N.  a^r^Mirits  t  aiuiot  urrt»pt  assK^sotl  roiitrihutions  with  conditions 
attachiMl.  It  phuvH  \\\v  TnitiMl  Statics  in  viohitioii  of  its  h»jrally  hinding 
finanrial  obligations  to  t\w  WS.  ugrnrios.  In  turn,  U.S.  influence  in 
the  ajTi^ncics  is  wi^akened,  just  at  a  tinu»  when  this  country  has 
•H*jnni  to  reassert  its  traditioiuil  lemh'iNhip  roU*  and  when  the  ifnited 
NatiiHis  is  enpimMl  in  n  number  of  matters  of  critical  importance  for 
the  United  States.  \Vc  ur^c  that  tins  prohiliitoi  v  hui^iuip'  Ih»  iviuovcd 
promptly. 

These  are  the  purpose's  of  oui'  ai<l.  They  are  purposi^s  in  our  national 
interest.  .Vnd  they  retleet  the  eoneern  and  strength  of  the  American 
people. 

MANA(»KMKN  r  AND  KKKKl  Tl  VKN  KSS  OK  AM)  rR(H}RAMH 

Yet  the  worth  of  our  jroals  is  an  iusufliiMent  uu»asure  of  the  worth  of 
our  projrrums.  \Vi'  must  address  two  further  <|uest ions.  First,  are  our 
aid  programs  innvasin^ly  well  mami^ed  ami  the  funds  effectively  and 
efficiently  used  t  Ami  seeo'ml,  even  if  they  are  effective  and  efficient,  can 
our  programs  make  a  differeiu  e  to  Third  World  nati<ms,  or  do  condi- 
tions there  pn^vent  projrii^ss? 

With  regard  to  the  manajreineiit  ami  etfeetivencss  of  our  develop- 
ment and  I'tfeetiveness  of  0!ir  dinelopment  ctforts,  (loveriuir  Gillijjan 
I  John  J.  (Jillijraii,  Administrator  of  the  Aj^ency  for  International  De- 
velopment (AID)  I  will  be  prepared  to  discuss  with  vou  in  greater 
detail : 

.Vcti<ms  that  have  been  taken  by  the  *»xeeutive  branch  throujjh  the 
DevelopnuMit  ( \)0!Mlinat ion  Comu'iittce  to  link  more  elfectively  U.S. 
bilateral  pi  >«rrams  with  our  etlorts  ifi  the  nudtilateral  development 
institutions; 

What  AID  is  doin^:  to  tiirhten  eonti'ols  o\'er  its  operating  expense 
budjret  and  to  deifiU  rali/t»  ileeisiomuakiujr  overseas; 

What  lU'W  aiea<  of  rooperation  havc^  becMi  establishc<l  between  the 
Peace  Coips  ami  AID  to  foiiimlate  <'omp|emeutary  ami  nmtually 
supportive  activities  in  six  rilic  countries; 

Ifow  AID  has  I'Mibarkcd  on  tievelopin*;  h)n<r'tiTiu  strategies  on  a 
eountry  by  country.  n\Lrion  t>v  rejriou  basis;  an<l 

How  it  is  crdianciii'j:  and  strenjrtheuin^  \  systiMii  by  whidi  it  eval- 
uates its  proirrams. 

As  you  know.  th<*  IMesidiMit  is  now  reviewing;  altermitivi*  means  of 
ftdlillinjr  the  mamhite  that  you  j^ave  him  last  yeai'  to  r(M)i*jranize,  t-on- 
>olidate.  and  upgrade  (hnelopnuMit  assistam*c».  We  have*  eonsult(»d  your 
chairnian  ami  otluMs  concerning  these  options  and  will  soon  hv  making 
spe<'ific  pi'oposals. 

With  repird  to  whether  our  proj^rams  cafi  nuike  a  difFi^rence,  the 
'inswiM'  is  a  ch»ar  '\ves.*' 

Tt  is  admittedly  difficult  to  demonstrate  tlu*  exact  <l(»p'<»e  to  whi<-li 
stronjx  and  etbntixe  aid  programs  <'ontribute  to  the  jjrowth  of  devel- 
opin{;  nations.  Obviously,  they  do  so  in  a  innnlxM'  of  ways.  They  help 
p«M)r  people  Umomh'  inoi'e  pi'oduct  ivc  memt)Cis  of  t  heir  so<*iet  i<»s  tliroupjii 
projjrains  that  inipioxt*  theii'  health  and  education,  provide*  jobs  for 
their  hands  and  niinds,  or  supply  fertilizoi*  for  their  fields.  And  they 
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iS!rS;a  balance-of-payments  support 

many  of  her  inmorUnt  factors  are  also  at  work  in  development- 
such  as  the  degree  of  local  effort,  the  natural  resources  of  the  nation 
oonceri^ed  or  oven  the  weather.  Thus  we  and  other  aid  donore  ndther 

SIS,  ims  been  "^"^"^  progress 

What  we  can  say  is  that  progress  is  taking  place. 
Over  the  pa^t  26  years,  per  capita  income  in  the  developing  coun- 
tries  grew  on  the  average  of  3  percent  each  year.  This  is  about  60  per- 
cent better  than  the  historical  growth  rates  in  the  developed  countries 
during  their  period  of  industrialization. 

fi  ^^y^^  millions  has  been  improved  by  this 

growth.  Ihese  improvements  are  reflected  in  significant  increases  in 
life  expectancy,  adult  literacy,  eradication  of  smallpox,  and  burgeon- 
ing school  enrollment  in  the  developing  world. 

The  developing  countries  weathe-ed  the  shocks  of  oil  price  increase, 
c*^P  failures,  and  recession  better  than  anticipated. 

Wc  can  also  say  i;mt  our  aid  must  and  will  continue  to  be  focused 
pruiiarily  on  thost'  nations  which  share  our  goal  of  equitable  growth. 
While  much  has  been  accomplished,  mucli  more  remains  to  be  done. 

Poverty  attlicts  huntlreds  of  millions  while  the  economics  of  many 
nations  in  Africa,  tlie  Asian  subcontinent,  and  the  Caribbean  are  stag- 
nating. I'opulation  growth  continues  to  outpace  food  production  m 
many  nations.  In  the  tinie  it  has  taken  me  to  share  these  thoughts  with 
you  this  afUu-noon,  world  population  has  increased  by  about  4,000— 
three  every  second. 

These  problems  are  compounded  by  massive  rural  and  urban  unem- 
ployment and  a  significant  number  of  regional  conflicts  which  too  of  ten 
cripple  econonuc  progress. 

The  itntinished  business  of  developntent  presents  a  tragic  picture  of 
wasted  potential  and  widespivad  human  suffering.  It  represents  a  seri- 
ous challenge  to  the  economic  and  political  stability  wliich  we  and 
other  nat  ions  require  if  growth  and  prosperity  are  to  be  sustained.  And 
it  is  a  moral  challcn^'  we  cannot  evade. 

The  funds  we  liuve  budgeted  luive  been  carefully  scrutinized.  The 
same  strict  criteria  which  the  Administration  has  applied  to  other 
Federal  speniling  have  been  applied  to  the  foreign  assistance  budget. 

We  bad  pinniietl  to  increase  foreign  assistance  levels  in  the  area  of 
bilateral  e.ononiic  aid  inoiv  rapidly  than  we  do  in  this  budget.  The 
pressing  Tieed  for  budgetary  restrailit  catised  us  to  slow  tlie  expansion 
of  these  prngruins.  Suhstaiitiiil  cuts  were  made  by  the  executive  branch. 
Indeed,  it  is  impoi  tiint  to  note  that  our  foivigii  "iissistance  requests  for 
1J»H0  will  iTsiilt  ill  only  ^HIO  million  in  outlays  above  the  197fi  appro- 
l»riafe<l  level  ii  reiilly  negligible  impact  on  the  total  Federal  budget. 
NcHietlieless,  we  In-lieve  that  we  im  st  nuike  very  modest  progress  to- 
ward a  goal  of  sultstantially  iiirreiised  aid  in  the  coming  yeai-s. 

For  let  me  emphasize  again  that  we  are  speakinir  not  only  of  the 
compelling  ,'liglit  of  lunuaii  beings  in  desperate  neefU  "We  liave  a  com- 
pelling national  interest  in  their  progress.  The  United  States  cannot 
have  a  xrong  foieign  policy  of  active  engagement  in  the  world's  affairs 
if  we  are  unwilling  to  put  our  resoniTes  behind  our  words. 
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DwTiNCTioNs  Within  Distinctionb* 


THE  PKOTRAGTED  CONFlJOl^ 

(By  James  Bumham) 

A  couple  of  months  ago  [NR.  (M.  21]  1  suggested  that  in  our  time 
It  is  more  useful  to  classify  the  forms  of  government  on  the  initial  basis 
of  a  triple  rather  than  dual  distinction:  totalkt/(mthoHtarian/demo- 
oratio  rather  than  dictatorial/devu^oratic.  I  defined  the  triple  distinc- 
tion as  follows : 

"Democratic  nations,  within  a  ran^  that  varies  from  nation  to  na- 
tion, are  politically,  culturally,  and  intellectually  iiluralist,  and  have 
some  sort  of  representative  political  institution  (parliament,  assembly, 
congress)  chosen  hy  popular  vote  through  an  electoral  process  to  which 
opponents  of  tlio  incumbent  administration  have  access. 

"Both  authoritarian  and  totalist  [^totalitarian]  jrovenimonts  are 
dictatorships,  and  in  both  the  ruling  cadre  exercises  a  political  monop- 
oly .  The  distinctive  feature  of  a  totalist  I'egime  is  the  integration  of 
all  asiKvts  of  life— ecMMiomic,  cultural,  social,  even  personal— into  the 
single  power  system.  Under  an  authoritarian  government,  some  as|>ects 
are  exempt,  ...  or  partially  exempt." 

THE  FIN£R  POINTS 

To  which,  further: 

1.  Those,  like  all  tlistinctions,  are  clearer  in  the  abstract  than  in  con- 
cretion. No  actual  i^egime  could  be  100  per  cent  totalist— men  being 
omenr,  there  will  always  be*  some  deviation  from  the  totalist  mono- 
lith. This  means  that  the  line  between  "totalist"  and  "authoritarian" 
can  Ih»  bhuwd.  At  just  what  point  does  a  spreading  authoritarianism 
become  totalist.  or  a  loowMiing  totalism  IxHomo  authoritarian  ?  Is  Libya 
totalist?  Is  Yugoslav  Conununism  nontotalist?  A  100  percent  democ- 
racy would  1h>  anan^hy,  and  an  anairhic  society  cannot  actually  exist. 
Every  actual  democracy  will  have  authoritarian  elements.  Is  Ceylon  a 
democracv?  Is  Mexico  authoritarian? 

Then  tnere  are  hybrid  regimes  hard  to  place  on  the  scale.  South 
Africa  is  within  the  demot^ratic  ranjre  so  far  as  its  white  citizens  are 
concerned.  It  is  formidably  authoritai ian  (though  not  quite  totalist) 
in  relation  to  its  nonwhites.  Such  an  anuilgam  is  not  without  prece- 
dent:  South  Africa's  political  structure  is  similar  to  the  democracy  of 
ancient  Athens. 

In  cla««*  situations  the  designation  may  be  arbitrary,  but  that  does 
not  destroy  the  usefulness  of  the  distinction.  China  and  the  Soviet 
Union  are  totalist,  Switzerland  and  Canada  are  democratic.  Brazil 
and  Peru  are  authoritarian.  These  are  not  semantic  quibbles. 


^ReprlntMl  by  p^rmlstloD  from  National  Review,  v.  27«  January  17,   1975 : 27. 
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Hon  Tn  „r  ?  }^  independent  of  the  Left-Right  distino- 

/  V^;j  n  ^  Union,  China*)  or  Right 

(Nazi  Germany)  Indeed,  there  have  been  totolist  regimi  to  whlS 
modern  Left-Right  category  does  not  apply:  theo&giSl^m^ 
»ntiir£pire  pre-Columbian  Peruf  and  tlS  Bj? 

Authoritarian  regimes  can  also  be  Left  (Peru  today,  Syria,  most 
African  nati.ms^  Hurn.a  CJile  a  year  ago)  or  Right  (firazll,  N^icara- 
gua,  South  Vietnam  and  South  Korea,  Spain,  Chile  today).  So  too 
<  emw  racies,  though  in  their  case  it  is  nowadays  mostly  a  question  of 
degreoh  of  I^ftne&s.  Switzerland,  Belgium,  West  Germany,  and  the 
U.S  are,  If  not  Right  absolutely,  at  any  rate  Rightward  of,  say, 
Sweden,  New  Zealand,  and  Iceland. 

3.  The  social  composition  of  the  groups  holding  power  in  modern 
autlioritarian  regimes  varies  widely.  Sometimes  it  is  the  military 
(or  a  branch  of  the  military,  or  an  intellectualized—Nasserite— mili- 
tary cadiv),  and  tho  military  must  always  be  included.  Along  with 
the  uiiUtary  it  can  bo  the  trade  unions  (Peronism),  sectors  of  big 
business  and  bankmg  (Brazil,  South  Korea,  pre-Castro  Chiba,  pre- 
lt)74  1  ortugal),  tribal  communities  (Africa),  intellectuals  and  profes- 
sionals (many  of  the  Third  World  authoritarian  regimes:  in  fact, 
most  current  authoritarian  regimes  and  movements). 

4.  The  i)rewar  authoritarian  i-egimes  were  nearly  all  Rightists, 
oft«n  incorporatmg  the  Church  and  big  landowners  along  with  the 
inilitarv  and  se(  toi-s  of  big  business  and  finance  in  the  ruling  stratum. 
It  was  m  this  context  that  the  still  prevailing  ideas  and  attitudes 
about  authoritarianism  were  formed.  This,  plus  mistaken  analyses  of 
Nazssm  and  Peronism  (partly  implanted  by  the  Communists),  was 
u   ^^^H^^^nd  of  the  liberal  preference  for  finding  the  enemy  on 

the  Right.  Liberalism  is  corn»lated  with  democracy.  Communism  no- 
tably aside— and  Communism  was  not  then  an  imminent  threat  in  the 
Uostern  democraoies^liberal ism's  primary  enemy  was  in  truth  on 
the  Ri^ht. 

But  m  this  as  in  so  much,  liberalism  is  out  of  phase  with  history. 
Although  today's  ftutlioritarianisin  can  come  from  either  Right  or 
lioft,  it  has  cofue  more  freciuenth-,  and  is  more  threatening,  from  the 
lA'ft.  Bv  din'ctin^'  its  fire  toward  the  enemy  on  the  Right,  liberalism 
leaves  (h'lnwrm  v  expo.sed  to  envelopment  from  the  Left. 

5.  In  exercising  their  political  monopoly,  both  Loft  and  Right  au- 
thoritarian it>pine.-i  can  be,  and  usually  are,  harsh  and  often  brutal. 
Both  have  a  tendency  to  extend  their  hold  to  other,  nonpolitical 
spheres-  a  t»«n(loncy,  that  is.  toward  totalisni.  However,  this  tendency 
is  stron^jfer  in  Left  than  in  Right  authoritarianism.  The  Right  usually 
allows  a  irreater  mmsme  of  economic  freedonis — especially  the  humble, 
basic  consumer  freedoms — and  is  less  likely  to  interfere  with  religions 
frwdofn.  Mon>over.  there  would  seem  to  be  a  greater  probability  of 

aiithoritanaiiism's  evolving  into  (Left)  totalism  than  of  Right 
authoritarianism's  evolving  into  (Right)  totalism.  Powerful  Left  to- 
talist  regimes,  promoting  totalism,  exi.st  today;  there  are  no  Right 
totalist  regimes  nor  signs  of  one.  Ix'ftist  economic  measures  prepare 
a  foundation  for  {^(Mieralized  .statism.  Nontotalist  Left  doctrine  over- 
laps totalist  (Communist)  doctrine.  Left  authoritarian  regimes — even 
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aome  Left  democratic  regimes — i^re  willing  to  accept  totali«)t8  in  the 
government. 

6.  The  Greek  philosophers  are  again  confirmed  in  their  conclusion 
that  deiuwracy's  defwt«  lead  toward  its  replacement  by  desootiKin.  In 
Chile  yesterday  and  Portugal  today  the  issue  posed  is  not  democracy 
V.  dictatoi-ship,  hut  U*ft  / ,  Kiifht  authoritarianism.  So  it  may  be 
tomorrow  in  Italy,  Spain,  and  ureecc.  And  where  may  it  not  be  the 
day  after  tomorrow? 
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AND  FOR  WHOM* 

bySmuMlP.NMiMi 

"Fordpi  Aid:  fiilUom  in  SMich  of  a  Good 
Rowon**  WM  the  tUt  of  a  1963  l^rtMW  aitfck 
by  ChatiM  J.  V.  Muiphy.  Stvtn  ymn  later, 
cht  biUona  nay  ba  fm«r  In  nunbar.  but  tha 
•catch  for  tha  food  laaaon  ii  all  tha  mon 
immaa.  Tha  condauad  quait  tot  a  rattonala 
for  fMa%n  aid  ia  ona  of  ita 
charactariKiGt  aa  an  aiaa  of  pubUc  policy.  It 
ia  a  tfiim  which  haa  baan  punuad  thioi«h 
countlaM  conmjariona,  itudy  groupt,  con. 
femoaa,  rapoita,  and  memoranda.  IVwiJam 
Nixon  told  tha  mo«  recent  ptealdential  task 
force  that  ita  primary  minion  waa  to  come  up 
with  a  new  concept  or  purpoee  for  fincign  aid. 
This  aaaich  for  •  mtionala  will  coma  to  a 

ptiblic  head  in  the  apring  of  1971  when  Con. 
greM  Witt  probably  paia  tha  first  completely 
new  authorintion  aa  for  foreign  aid  since  it 
approved  the  Kciuiedy  Administration  pro* 
gram  in  1961.  Thia  Icgblation  wiO  preauroably 
•et  the  couree  for  the  U.S.  foreign  assistance 
program  for  the  1970's. 

One  would  espea  the  o^poMno  of  foreign 
aid  to  ask:  "What'a  its  rattonala?"  Instead,  it  is 
those  most  fervently  committed  to  foreirn  aid 
who  moat  often  raise  the  question.  Here  is  e 
marked  reversal  of  tha  usual  pattern.  ¥ot  In 
other  arcu  of  publk  poUcy,  the  purposes  of 
a  program  ars  fairly  dear:  there  is,  for  iih. 
•tance,  envious  good  reason  to  improve  the 
economic  wclMMing  of  the  urban  Nsgio;  tha 
problem  is  to  come  up  with  the  rii^t  program 
or  programs  (welfore,  Job  trainii^  Uack 
capinliam,  equal  job  opportunity)  to  achieve 
that  goal.  Similarly,  there  are  obvtous  reasons 
why  the  United  States  conduas  inteUigence 
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ictivitics,  engages  in  overieas  public  informa^' 
tion  and  propaganda,  and  maintains  a  nuclear 
retaliatory  force  and  a  Marine  Corps.  One 
may  or  may  not  agree  with  the  reasons  for 
these  activities,  but  at  least  there  is  little  doubt 
as  to  what  those  reasons  are. 

With  respect  to  foreign  aid,  on  the  other 
hand,  many  people  seem  to  feel  that  it  is  a 
good  thing  but  that  they  lack  convincing 
reasons  as  to  why  it  is  a  good  thing.  It  is 
tribute  to  the  emotional  dedication  and 
loyalty  of  its  supporters  that  foreign  aid  has 
staggered  along  as  well  as  it  has  during  the 
past  few  years.  Both  the  strength  and  the 
weakness  of  foreign  aid  stem  from  the  fact 
that  its  supporters  remain  firmly  committed 
to  it  despite  their  difficulties  in  finding  a 
rationale.  To  the  dedicated,  foreign  aid  is  a 
"good-in-itseir*  and  the  more  of  it  the  better. 
The  criterion  of  progress  and  of  the  wisdom 
of  Congress  as  a  legislative  body  is  the  size  of 
the  annual  foreign  aid  appropriation. 

Supporters  of  foreign  aid  agree  that  its 
rationale  "inadequate/'  They  do  not,  how- 
ever, draw  the  obvious  conclusion:  namely, 
that  if  its  rationale  is  inedequate,  foreign  aid 
should  be  reduced.  Instead  of  scaling  down 
the  program,  they  seek  to  beef  up  the  ration- 
ale. At  the  same  time  they  castigate  Congress 
for  taking  the  inadequate  rationale  at  its  face 
value.  The  development  of  the  rationale  be- 
comes the  means  of  preserving  and  expanding 
a  program  which  is  good-in-itself,  whatever 
the  weakness  of  the  arguments  for  it.  The 
psychology  of  the  foreign  aid  devotee  often 
bears  a  striking  resemblance  to  that  of  the 
battleship  admiral  or  bomber  general  who 
views  American  ships  and  airplanes  as  good 
in  themselves  quite  apart  from  any  national 
purposes  they  might  serve. 

Those  who  do  not  belong  to  the  select, 
articulate  corps  of  aid  true  believers  may  look 
at  the  program  slightly  differently.  To  what 
extent  is  foreign  aid  something  "good-in- 
itscir*?  If  we  had  not  inherited  a  foreign  aid 
program  from  the  past,  would  there  be  any 
clear  national  need  to  create  one?  If  there 
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were  such  a  need  would  we  create  a  program 
resembling  the  current  one? 

The  only  way  to  deal  with  these  questions 
is  to  reverse  the  implicit  means-end  relation- 
»hip  of  the  aid  true  believers.  Foreign  aid  in- 
volves the  concessional  transfer  of  resources 
—capital,  commodities,  expertise— from  the 
United  States  to  other  countries.  Foreign  aid 
is,  in  some  sense,  the  foreign  counterpart  of 
federal  grants-in-aid  to  the  states.  These  latter 
programs  may  be  devoted  to  a  variety  of  pur- 
poses from  road-building  to  public  housing  to 
welfare  to  education.  In  the  domestic  context, 
grants-in-aid  are  recognized  as  simply  one 
means  of  achieving  a  number  of  goals.  In  the 
international  context,  the  facts  are  the  same 
but  perceptions  are  different.  The  federal 
government  has  no  single  "foreign  aid  pro- 
gram" any  more  than  it  has  one  "domestic 
subsidy  program."  Aid  is  a  means  which  can 
serve  a  variety  of  ends  most  of  which  can  also 
be  served  by  other  mf  ans.  The  scope  and 
nature  of  U.S.  foreign  aid  presumably  should 
reflect:  (a)  the  relative  importance  of  the  ends 
to  be  served  by  foreign  aid  in  comparison  with 
other  goals;  and  (b)  the  relative  effectiveness 
of  foreign  aid  as  a  means  to  achieve  those 
ends  in  comparison  with  other  means. 

In  analyzing  the  purposes  to  which  foreign 
aid  may  be  relevant  in  the  1970*s,  it  will  be 
desirable: 

1.  to  reconsider  and  to  restate  the  U.S. 
interest  in  the  principal  purpose  to  which 
foreign  aid  has  been  devoted  in  the  1960's, 
i.e..  the  economic  development  of  poor 
countries;' 

2.  to  disentangle  from  each  other  this  and 
other  purposes  served  by  foreign  aid  and  to 
realign  programs  and  organizations  in  terms 
of  major  purposes;  and 

3.  to  idciuify  any  new  purposes  of  high 
priority  for  the  United  States  which  might  be 
promoted  by  some  form  of  foreign  aid. 

*  Those  u  Uo  pfr/>r  bureaucratese  $hou\d  th\n\  'LDC  \ 
Of  dfvclof^cd  luiiner^.*'  when  they  read  "poor 
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The  pages  immediately  following  analyse 
the  interest  of  the  United  States  in  economic 
development.  The  remaining  two  topics  will 
be  dealt  with  in  the  next  issue  of  foreign 

FOLIC  V. 

/.  Trends  in  the  1960  % 

Sensitivity  to  the  problems  of  economic 
development  manifested  itself  in  the  higher 
echelons  of  the  U  S.  government  in  the  late 
1950's.  In  1961  the  Foreign  Assistance  Act 
replaced  the  old  Mutual  Security  Act  as  the 
legislative  basis  for  aid  programs.  The  new 
act  declared  that  emphasis  should  be  given  to 
long-range  assistance  to  promote  economic 
and  social  development.  Two  years  later 
Congress  warned  that  such  assistance  should 
not  be  diverted  to  **short  term  emergency 
purposes  ...  or  any  other  purpose  not  essen- 
tial to  the  long  range  economic  development 
of  recipient  countries."  Economic  develop- 
ment  thus  became  the  prime  rationale  for 
American  economic  assistance  programs. 
There  was,  as  Edward  S.  Mason  observed, 
**a  growing  conviction  that  the  primary 
objective  of  aid  was  the  promotion  of  eco- 
nomic development.***  In  the  years  after 
i961,  this  conviction  became  an  increasingly 
accepted  assumption  for  most  people  actively 
concerned  with  the  aid  program.  Indeed, 
**aid*'  and  ^^development**  came  to  be  so  close- 
ly linked  as  to  be  almost  interchangeable.' 

The  growing  emphasis  on  economic  devel- 
opment of  poor  countries  as  the  purpose  of 
U  S.  foreign  aid  more  or  less  coincided  with 
two  other  trends  in  the  quantity  and  quality 
ot  l\S.  foreign  assistance.  The  amount  of 
U.S.  economic  assistance  moved  sharply  up- 

'  EJujyJ  S    Mus<'n    "The  Dir^omacs    nf   fvt  rntcnrjit 

*\i'tf  dl\'>  thf  Jijnt;i>t^  st\\e\  \n  thv  >unrj«^  of  Presi 
iirntid-  ituJ\  >:>uu^'  io>tirf»ifJ  uiih  f<»TriKti  a\d  The 
Cld\  Commxttee  H'^VU  was  o/finaH%  [  The  CitmmnUe 
{•»  ,St''r>iijl^r>i  the  Sfiur\t\  of  thr  Fut  "  h\ 

l')^.S   himrxfy  the  Ffif^jtrs  (:(»»M>Mirf»'r  n..v  Pm'm 
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ward  in  the  very  early  1960*s,  when  the 
economic  development  rationale  was  new, 
peaked  in  the  mid'1960's  (somewhere  between 
1963  and  1966.  depending  on  what  statistics 
arc  used),  and  then  declined  slowly  but 
regularly  to  the  end  of  the  decade.  Perhaps 
more  significantly,  Congressional  appropria* 
tions  for  the  central  economic  development 
assistance  program  in  the  Agency  for  Inter- 
national Development  (aid)  declined  much 
more  sharply.  At  the  same  time  that  there 
was  this  overfall  decline  in  the  quantity  of 
economic  development  assistance,  there  was 
also  a  marked  deterioration  in  what  is  gener* 
ally  called  the  quality  of  such  assistance.  In 
successive  annual  authorization  and  appro- 
priation  acts.  Congress  wrote  in  more  and 
more  resrtictions  as  to  how,  where,  and  for 
what  aid  could  be  used.  The  restrictions 
ranged  from  those  designed  to  prohibit  aid  tc 
certain  countries  (e.g*  those  who  trade  with 
Cuba,  who  fail  to  prevent  mob  destruction 
of  U.S.  property,  who  expropriate  U.S.  prop- 
erty, or  who  are  delinquent  in  debt  repay- 
menis),  to  those  which  were  designed  to 
safeguard  the  U.S.  balance  of  payments  and 
provide  minimum  interest  rates  for  U.S. 
loans,  to  those  which  benefit  specific  U.S. 
industries.  The  1969  Foreign  Assistance  Act 
took  84  pages  to  spell  out  restrictions  which 
had  accumulated  over  the  years  in  response 
to  the  special  interest  demands  of  legislatots 
and  lobbies.  There  were,  at  that  point,  some 
65  individual  restrictions  on  the  checklist  for 
the  making  of  loans.  *it  is  probably  not  an 
overstatement  to  suggest,**  one  aid  report  put 
it.  **that  perhaps  as  much  manpower,  talent 
and  energy  are  spent  in  insuring  compliance 
with  specificnily  imposed  restrictions  as  is 
spent  in  the  execution  of  programs  and 
projects.** 

The  declining  level  of  aid  since  the  mid- 
1960*s  and  the  multiplying  restrictions  on  aid 
since  the  early  l%0*s  all  suggest  that  economic 
development  as  a  purpose  lacked  a  certain 
appeal  among  key  policy-making  groups,  most 
notably  in  Congress.  This  is  not  surprising. 
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U.S.  aid  programs  in  the  1940*$  and  early 
1950*8  were  largely  devoted  to  the  reconstruc- 
tion and  recovery  of  an  area  of  the  world 
(Western  Europe)  whose  independence,  de* 
fensibiliry,  and  prosperity  were  obviously  of 
crucial  importance  to  the  United  States.  The 
Mutual  Security  programs  of  the  later  1950*s 
were  largely  devoted  to  strengthening  "for- 
ward defense**  countries,  like  Korea,  Taiwan, 
Iran,  Turkey »  and  Greece,  whose  security 
appeared  to  be  essential  to  that  of  the  United 
States  and  who  appeared  to  be  threatened  by 
Soviet  or  Chinese  expansion.  Compared  to 
the  national  interest  in  European  recovery 
and  containing  Communism,  the  U.S.  in- 
terest in  the  general  economic  development 
of  poor  foreign  countries  could  easily  seem 
somewhat  remote.  If  a  country  is  threatened 
by  50,000  Communist  troops,  the  rationale 
for  U.S.  economic  and  military  aid  to  that 
country  is  fairly  clear.  If  a  country  is  threat- 
ened by  a  3  percent  rate  of  economic  growth, 
the  implications  for  American  national  inter- 
ests are  not  quite  so  obvious,  to  put  it  mildly. 
In  addition,  so  long  as  the  rationale  for  aid 
is  primarily  in  trrms  of  economic  benefits  to  a 
foreign  country,  it  is  hard  to  defend  the  aid 
program  against  restrictions  and  conditions 
designed  to  provide  economic  benefits  for  the 
United  States  (e.g.,  tying  aid,  shipping  restric- 
tions, the  Hickenlooper  Amendment).  Why, 
indeed,  should  we  put  economic  advantages 
for  other  countries  ahead  of  the  protection  of 
seemingly  legitimate  United  States  economic 
interests? 

n.  Foreign  Aid  Without  Foreign  Policy: 
The  Purist  Rationale 

The  general  weakening  of  U.S.  support  for 
economic  assistance  in  part  reflected  the 
belief  that  the  economic  development  of  poor 
foreign  countries  was  not  and  cotild  not  lx»  a 
very  high  priority  goal  for  the  United  States. 
It  also,  in  part,  reflected  the  negative  impact 
of  one  type  of  rationale  which  was  advanced 
in  support  of  developmental  aid.  The  argu- 
ment was  often  eloquently  made  that  eco- 
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nomic  development  should  itself  be  i  high- 
priority  goal  of  U.S.  foreign  policy,  but  that 
economic  development  assistance  should  not 
reflect  U.S.  foreign  policy.  Economic  develop- 
ment was  made  an  end«in-itself.  just  as  at  a 
lower  level  of  abstraction  foreign  aid  was 
considered  an  end«in«itself.  The  organixa- 
tional  implication  of  this  "purist  rationale'* 
was  that  the  administration  of  developmental 
assistance  should  have  an  autonomous  status 
(in  an  independent  bank  or  institute)  di- 
voTCed  from  the  State  Department.  This  argu- 
ment undoubtedly  reassured  aid  supporters  of 
the  morality  and  importance  of  their  cause  at 
the  tame  time  that  it  weakened  that  cause. 
Three  aspeas  of  this  approach  are  worth 
noting. 

First,  the  purist  rationale  emphasized  the 
general  relation  between  the  developed  and 
the  underdeveloped  world,  stressing  the  ex- 
tent to  which  development  is  an  extraordi- 
narily long-term  process.  It  abstracted  the 
whole  question  of  development  from  the 
particular  interests  which  the  United  States 
may  have  in  particular  countries  for  particular 
periods  of  time.  The  case  for  aid  was  typically 
phrased  in  terms  of  foreign  needs  rather  than 
U.S.  purposes.  As  portrayed  by  the  sup- 
porters of  aid,  the  needs  of  the  poor  countries 
were  so  great  that  anythmg  the  United  Slates 
might  do  would  make  little  difference.  The 
1969  Pearson  Commission  report  begins  by 
saying,  "The  widening  gap  between  the  de- 
veloped and  developing  countries  has  become 
a  central  issue  of  our  rime."  According  to  one 
analysis,  however,  even  if  the  Pearson  Com- 
mission  recommendations  were  implememeJ. 
the  gap  would  "continue  to  increase  to  three 
or  four  times  its  present  size  by  the  end  of  the 
century.'** 

If  indeed  this  is  true,  then  the  case  for  not 
bothering  to  do  anything  becomes  over- 
powering. As  Ambassador  Edward  Korry 

*Richard  ]oU\\  'Th«  Aid  Relatiomhib-^Refiecuons 
on  the  Pearson  Refsort''  (Pa^tr  prepared  for  Columbia 
Untverstt\  Confereme  on  International  Economw  De^ 
velopmeut.  U'liiidmjburg  and  Kew  York,  February 
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neatly  put  it:  **by  not  difTcrentiating  our  de- 
velopment objectives  in  accordance  with 
realities,  we  appear  to  be  engaged  in  develop- 
ing vinually  the  entire  less-developed  world. 
An  undenaking  of  that  kind  is  simply  not 
credible."' 

Not  only  has  the  purist  rationale  typically 
been  formulated  in  universal  terms  so  far  as 
geography  is  concerned  but  it  also  has  been 
formulated  in  indefinite  terms  so  far  as  time 
is  concerned.  The  promoters  of  aid,  indeed, 
have  gone  out  of  their  way  to  emphasize  that 
development  is  a  long-term  process.  This,  to 
be  sure,  it  is.  But  a  government  aid  program 
needs  to  be  directed  to  specific  objectives 
which  can  be  achieved  in  particular  periods 
of  time.  The  indefinite,  universal  quality 
which  adheres  to  the  goal  of  economic  devel- 
opment contrasts  with  the  limited,  specific 
character  of  the  most  successful  U.S.  aid 
effort.  The  Marshall  Plan  was:  (a)  directed  to 
specific  and  well-defined  goals;  (b)  limited  to 
a  geographic  area  of  vital  concern  to  the  U.S.; 
and  (c)  designed  for  a  limited  period  of  time. 
U.S.  efforts  to  promote  economic  develop- 
ment in  Third  World  countries  have  lacked 
all  three  of  these  characteristics.  As  a  result, 
those  efforts  appear  to  have  little  relation  to 
U.S.  foreign  policy  purposes. 

A  second  key  proposition  in  the  purist 
rationale  is  that  economic  development  as- 
sistance should,  as  one  memorandum  put  it, 
'*be  treated  as  separate  and  indejxndent  from 
the  shorter-term  political  and  economic  goals 
which  both  donors  and  recipients  pursue  as  a 
matter  of  immediate  national  advantage." 
Indeed,  if  there  is  any  cliche  which  is  regu- 
larly invoked  in  almost  every  report  and 
analysis  of  aid,  it  is  this:  economic  develop- 
ment programs  must  be  separated  from 
"short-term  political  objectives."  Nothin^i 
could  better  illustrate  the  self-defeating  char- 
acter of  the  purist  rationale.  As  anyone 
having  even  a  marginal  familiarity  with 
government  knows,  "short-term  political  ob- 


•New  York  Times  hUuh  H.  I'Jln.  ^  22 


633 


jectives**  are  prcciaely  the  thing  to  which 
political  leaders  devote  most  of  their  time. 
By  proclaiming  that  economic  development 
is  divorced  from  **short-term  political  goals," 
the  aid  enthusiasts  arc  saying  that  it  should 
be  divorced  from  the  main  concerns  of 
political  leaders.  It  is  a  little  peculiar  to  try 
to  mobilize  the  support  of  politicians  for 
something  by  arguing  that  it  has  no  relevance 
to  politics.  In  economic  development  as* 
sistance.  as  elsewhere,  those  who  wish  to  be 
pure-in-spirit  are  usually  doomed  to  be  poor- 
in-pocket. 

In  fact,  of  course,  economic  development 
assistance  can  be  very  relevant  to  politics^ 
just  as  aid -which  is  given  for  political  purposes 
has  been  very  relevant  to  economic  develop- 
ment. By  stressing  again  and  again  that 
economic  development  must  be  pursued  as  an 
end-in-itself,  apart  from  all  other  goals,  the 
proponents  of  economic  development  limit 
the  potential  supporters  of  aid.  The  propo- 
nents of  aid  in  the  I^ited  States  might  well 
have  learned  something  from  those  other 
countries  which  have  had  relatively  high  or 
increasing  aid  levels  in  recent  years.  French 
official  economic  assistance  has  consistently 
been  fifty  to  almost  a  hundred  percent  higher 
than  U.S.  assistance  as  a  ratio  of  Gross 
National  Product  (cnp).  One  reason  for  this 
may  well  be  that  French  aid  has  had  the  very 
consciously  defined  political  purpose  of  main- 
taining French  influence  in  its  former  colonies 
and  that  it  has  been  almost  exclusively  con- 
centrated in  those  former  colonies.  Such 
purposes  make  sense  to  chief  executives  and 
legislatures.  In  a  somewhat  similar  fashion, 
the  rapidly  increasing  Japanese  aid  has  been 
directly  tied  to  the  efforts  of  the  Tokyo 
govern rucnt  to  extend  Japanese  commerce 
and  investmen-s  in  Asia.   It  seems  highly 
unlikely  that  the  foreign  aid  administrators 
ot  France,  Japan,  or  any  other  country  would 
ever  repeat  the  statement  of  the  U.S.  aid 
adnunistratoi    who  declared  it  absolutely 
false  that  **the  foreign  aid  program  can  and 
shi>uld  wii\  friends  for  the  United  States  and 
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increase  our  bargaining  power  in  the  United 
Nations  and  other  international  forums.***  If 
supporters  of  economic  development  want 
the  United  States  to  spend  the  same  propor^ 
tion  of  its  CNF  on  aid  that  France  does»  they 
might  well  forgo  their  ideological  purity  and 
graciously  endorse  aid  being  used  for  purposes 
similar  to  those  which  French  aid  serves. 

The  most  extreme  version  of  the  purist 
rationale  argues  not  only  that  economic  de- 
velopment should  be  pursued  independently 
of  political  goals  but  that  economic  develop^ 
ment  is  the  only  legitimate  goal  of  economic 
assistance.  The  use  of  economic  assistance  for 
other  purposes  is  either  immoral  or  ineffective. 
"If  the  objective  of  economic  assistance  is  to 
have  an  immediate  influence  on  the  political 
behavior  of  aid-receiving  countries,"  in 
Professor  Mason's  words,  "we  had  better  get 
out  of  the  aid  business  now.**^  In  practice, 
however,  the  United  States  has  frequently 
given  economic  assistance  to  achieve  non- 
economic  objectives,  and  with  results  which 
have  been  at  least  as  relatively  successful  as 
its  efforts  to  promote  economic  development. 
This  'assistance  has  generally  tended  to  take 
three  forms: 

1.  The  granting  of  economic  assistance  to 
a  friendly  government  to  help  it  consolidate 
its  position  after  initially  coming  to  power 
(e.g.,  Braxil,  1964),  to  help  it  to  survive  a 
temporary  period  of  financial  crisis  (Iran, 
1961),  or  to  help  it  win  an  election  against 
somebody  we  would  rather  not  see  in  power 
(Chile,  1964).  In  these  cases,  there  is  mutu- 
ality of  interest  between  the  government  of 
the  country  and  the  U.S.  government. 

2.  The  granting  of  economic  assistance  to 
a  government  which  may  or  may  not  be  very 
friendly  to  the  U.S.  in  return  for  that  Kovern- 
ment  giving  us  something  which  we  want, 

•iJiiiotfd  III  Roy  J.  BuUoc\.  Memorandum  on  What  to 
Do  About  Foreign  Aid.  U  ^S  CoYy^^re^s    Honsf  Com 
mittfe  on  r<»rfign  Affdirs   VIst  Conji   1st  Scm  ,  jauu 

'Edu'drd  S.  Mdion.  op  cit  ,  ^  13 
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«.g.f  hm$€  rights,  a  U.N.  vote,  troopt  in 
Vtecntm,  the  reiection  of  aid  from  another 
country.  In  thii  case  there  is  a  reciprocity  of 
interest  between  the  government  of  the 
United  States  and  the  other  government;  the 
relationship  depends  simply  on  each  govern- 
ment feeling  that  it  has  gotten  what  it  wanted 
from  the  bargain. 

3.  The  denying  of  economic  assistance  to 
governments  which  do  things  we  do  not  like 
or  refuse  to  do  things  which  we  want  done. 
Often  the  U.S.  has.  for  instance,  suspended 
assistance  to  governments  which  have  come 
to  power  through  coups  d'itat  until  such 
governments  have  scheduled  elections.  At 
other  times,  the  U.S.  has  attempted  to  use  the 
threat  of  suspending  assistance  to  induce 
governments  to  settle  controversies  or  refrain 
from  other  political  acts. 

The  desirability  of  economic  assistance  for 
political  purposes  in  situations  (1)  and  (2) 
depends  on  how  one  rates  the  purpose  to  be 
achieved  and  the  price  which  is  paid  to 
achieve  it.  Such  aid  is  almost  always  effective. 
Efforts  to  induce  other  governments  to  change 
their  behavior  by  threatening  to  deny  them 
aid  (situation  (31),  on  the  other  hand,  are 
often  not  effective.  Psychologically  and  polit- 
ically, it  is  easier  for  ai  other  government  to 
accept  aid  in  return  for  performing  some 
service  to  the  U.S.  than  it  is  fot  that  govern- 
ment to  allow  itself  to  be  **coerceJ"  into  doing 
something  by  the  threat  that  the  U.S.  will 
take  away  aid. 

The  exchange  of  economic  assistance  for 
political  benefits  between  the  U.S.  and  poor 
governments  during  the  past  decade  has 
rested  on  the  fact  that  the  U.S.  government 
has  had  hard  currency  which  othor  govern- 
ments have  lacked  and  wanted,  .vhile  poor 
governments  have  had  other  things  (e.g.. 
strategic  locations)  which  the  U.S.  govern- 
ment has  lacked  and  wanted.  In  the  future, 
as  the  U.S.  increasingly  assumes  a  'Mow 
posture*'  in  many  parts  of  the  world,  pre- 
sumably there  will  be  fewer  other  things 
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which  the  U.S.  sovernment  would  consider 
wonh  t  lot  of  economic  assistance.  To  the 
extent  that  other  governments  also  come  to 
place  less  value  on  economic  assistance,  they 
will,  presumably,  be  less  willing  to  perform 
services  for  th  '  nited  States  in  exchange 
for  such  assist  Thus,  the  use  of  economic 
assistance  pure  for  "short-term  political 
objectives'*  is  likely  to  decrease.  Given  the 
differences  in  resources  and  in  goals  among 
governmcnis,  however,  such  assistance  will 
appropriately  and  naturally  continue  to 
exist  in  one  form  or  another,  and  it  does 
not  serve  any  useful  purpose  to  argue  that 
there  is  something  inherently  illegitimate 
about  it. 

Ill  Pick  a  Kumber,  Any  Dramatic  Number 

The  purist  rationale  also  divorces  economic 
development  assistance  from  foreign  policy 
by  defining  the  goal  as  a  level  of  foreign  aid 
equal  to  some  percentage,  usually  1  percent 
(for  all  resources  flows)  or  .7  percent  (for 
official  aid)  of  cnp  h  \s  difficult  to  conceive  of 
a  more  telling  admi.vvion  of  bankruptcy  of 
purpose  than  the  enthusiasm  with  which  the 
proponents  of  economic  development  have 
espoused  this  target.  Such  a  figure  is.  of 
course,  completely  unrelated  to  the  difftring 
and  changing  interests  and  purposes  of  the 
aid  donors;  it  is  almost  equally  unrelated  to 
the  differing  and  changing  requirements  of 
the  aid-receivers.  The  amount  of  aid  which 
the  poor  countries  could  effectively  use  for 
development  has  to  be  worked  out  on  a 
country-by-country  basis.  Their  total  needs 
might  or  might  not  be  more  than  one  percent 
of  the  CNP  of  the  developed  countries.  Esti- 
mates of  the  probable  needs  of  the  poor 
countries  in  1973.  for  instance,  ranpe  from  a 
low  of  $13  billion  to  a  hifih  of  $22  billion.  The 
latter  figure  is  somewhat  more  than  1  percent 
of  the  probable  cnp  of  the  developed  coun- 
tries in  1973;  the  former  is  about  2/3  of  1  per- 
cent, or  just  about  the  level  of  United  States 
aid  in  1968.  In  addition,  of  course,  a  target 
such  as  this  **puis  the  emphasis  on  the  wrong 
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side  of  the  partnership"*  for  yet  another 
reason:  a  decrease  in  the  cnp  of  the  rich 
countries  could  well  coincide  with  an  increase 
in  the  development  assistance  needs  of  the 
poor  countries. 

There  is  something  basically  wrong  with  a 
propram  when  its  supporters  define  its  goal 
in  terms  of  hou  much  should  be  spent  on  it 
rather  than  uhat  should  be  achieved  by  it. 
The  establishment  of  percentage  goals  reflects 
the  view  that  foreign  aid  is  a  good^n-itself: 
pick  a  good  round  figure,  which  can  be  easily 
dramatized,  which  is  substantially  higher  than 
existing  levels,  but  which  is  not  entirely 
beyond  the  range  of  the  economically  and 
politically  feasible,  and  make  this  your  target! 
In  the  absence  of  a  clear  relationship  between 
foreign  aid  spending  and  some  vital  national 
purpose,  however,  the  percentage  goal  be- 
comes highly  unreal.  Expenditures  are  justi- 
fied only  insofar  as  they  serve  some  important 
objective,  and  the  national  interest  in  them 
will  presumably  change  over  time.  Thus,  it  is 
not  surprising  that  at  one  time  some  countries 
(Japan.  Germany)  may  find  it  in  their  interest 
to  increase  their  aid  efforts  significantly.  whi»- 
another  country  (the  United  States)  may  find 
it  in  its  interest  to  cut  back  on  aid  because  it 
is  moving  into  a  *1ow  posture**  in  foreign 
affairs  and  giving  increased  attention  to 
domestic  needs.  The  foreign  aid  programs  of 
different  countries  are  designed  to  serve  dif- 
ferent ends.  It  makes  little  sense  to  add  to- 
gether apples  and  oranges  to  produce  inter- 
national comparisons  of  aid  levels,  when  the 
resulfinK  totals  obscure  crucial  differences  in 
conrcnr.  quality,  scope,  and  purpose. 

1  here  is  no  more  rationale  for  settinj^  offi- 
cial development  assistance  at  .7  percent  of 
CNP  than  there  is  for  setting  military  spending 
ar  10  percent  of  onp  or  educational  spending 
at  4  percent  of  gnp.  In  the  mid-1950  s  when 
the  Hiscnhower  Administration  was  sharply 
reducing:  the  defense  budget,  some  generals  in 

"Td*^  F.'Nr  on  hnernationdl  Develof>mfrtt,  U.S.  For- 
ci^in   A>.ist,in.o  M\  the   IV7(r$:   A  New  Approach 
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the  Pentagon  came  up  with  the  idea  of  trying 
to  get  Congress  to  declare  that  10  percent  of 
the  CNP  should  be  regularly  spent  on  defense. 
Fortunately*  for  both  the  defense  program 
and  the  country,  nothing  came  of  this  idea. 
At  that  time,  however,  the  generals*  like  the 
pro]x>nents  of  foreign  aid  today»  were  having 
a  hard  time  making  a  convincing  case  for 
higher  military  spending.  Their  seizing  on  the 
10  percent  figure*  like  the  current  seizing  on 
the  1  percent  figure,  was  a  sign  of  the  weak- 
ness of  their  case. 

A  percentage  can  be  a  target*  but  it  is  not 
a  purpose.  The  aid  proponents*  enthusiasm 
for  a  fixed  level  of  aid  underlines  a  desire  to 
escape  from  politics  and  a  reluctance  to 
develop  a  rationale  relating  aid  and  develop- 
ment to  other  U.S.  foreign  policy  goals.  It  is, 
however,  precisely  a  statement  of  such  rela- 
tionships which  is  required  today. 

/V.  Economic  Dexelopment  and  Foreign  Policy: 
U.S.  Interesu 

A  more  conscious  effort  is  needed  to  place 
economic  development  in  the  over-all  context 
of  U.S.  foreign  nolicy.  Many  arguments  and 
analyses  have  been  devoted  to  this  purpose. 
Much  of  what  has  been  said  has  been  quite 
persuasive,  though  some  of  it  has  been 
rather  extravagant  in  the  claims  made  for  a 
U.S.  interest  in  economic  development.  What 
follows  in  this  section  is  an  effort  to  take  a 
co!d,  hard  look  at  these  claims  and  come  up 
with  an  honest  answer  to  the  question:  To 
what  extent  is  the  promotion  of  the  economic 
development  of  poor  foreign  countries  n 
desirable  and  important  goal  for  U.S.  foreign 
policy? 

U.S.  concern  with  the  economic  develop- 
ment  of  poor  foreign  countries  can  presum- 
ably be  analyzed  in  terms  of  moral  obli^atioii 
and  national  interest. 

The  moral  obligation  is  clearly  that  of  the 
rich  to  be  concerned  with  alleviating  the 
pv^verty  of  the  poor.  In  the  words  of  the 
Pearson  Commission,  **Thc  simplest  answer 
to  the  question  (Why  aid?)  is  the  moral  one: 
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that  it  is  only  right  for  those  who  have  to 
share  with  those  who  have  not.***  This  argu- 
ment  is  persuasive  and  unchallengeable.  The 
problem  is  that  in  its  simple  form  it  does  not 
reach  very  far.  Those  who  can  help  have  the 
obvious  responsibility  to  help  eliminate  the 
obvious  evils  of  hunjjer,  disease,  illiteracy,  in- 
adequate housing.  The  moral  obligation  to 
attack  such  evils  furnishes  an  effective  justifi- 
cation for  many  elements  of  U.S.  foreign  aid, 
including  the  Peace  Corps,  food  programs, 
relief  programs,  health  programs,  and,  per- 
haps, population  control.  The  justification  for 
longer-term  and.  usually,  larger  projects  and 
programs  oriented  more  specifically  toward 
economic  development,  on  the  other  hand, 
is  more  tenuous.  The  moral  obligation  to  feed 
the  hungry  in  India  is  fairly  obvious.  The 
moral  obligation  to  insure  that  India's  econ- 
omy grows  at  6  percent  per  annum  is  con- 
siderably less  obvious. 

The  moral  obligation  is  further  weakened 
by  the  nature  of  the  public  aid-giving  process. 
This  typically  involves  the  transfer  of  re- 
sources or  credit  from  one  government  to 
another  government.  The  moral  obligation, 
however,  is  to  help  the  poor  people  of  poor 
counf^ies,  not  the  governments  of  poor 
countries.  Yet  aid  which  is  given  to  the 
government  of  a  poor  country  may  well  yield 
little  direct  or  indirect  benefit  to  the  poor 
people  in  the  poor  country.  This  is  the  reason 
why  private  relief  programs  and  public  pro- 
grams, such  as  the  Peace  Corps,  which  can 
show  direct  results  in  aid-io-people,  advance 
a  Rfcatcr  moral  claim  for  support  than  those 
which  involve  aid  processed  from  the  **power 
structure**  and  upper-  or  middle-class  bureauc- 
racy ot  one  Country  to  comparable  institu- 
tions in  another  country. 

The  moral  argument  is  thus  persuasive 
when  it  comes  to  providing  minimum  eco- 
nomic well  bein^  for  individuals,  but  much 
less  so  when  it  comes  to  promoting  optimal 

•r.ntr>ors  I >\  \ i  lopmi  t)t  Kcpi>rt  of  tho  Clommissum 
»n   Intcrt.jtiojMl   I V  \  s  li^ntiu' nt   r.\tu'  1  rrk  Praener 


540 


economic  growth  of  societies.  Ir\deed,  in  some 
sense  the  goal  of  promoting  economic  devel- 
opment may  conflict  with  the  implicit  assump- 
tions underlying  the  case  for  moral  concern. 
It  is>  for  instance,  generally  agreed  that  aid 
for  economic  development  should  be  given 
primarily  on  the  basis  of  past  or  prospective 
economic  performance.  Donors  should  help 
those  who  help  themselves.  The  moral  case 
for  aid,  on  the  other  hand,  normally  is  made 
in  terms  of  need,  not  performance,  which 
means  helping  those  who  are  not  able  to  help 
themselves.*^ 

What  then  is  the  U.S.  national  interest  in 
promoting  economic  development  in  the 
Third  World?  Three  arguments — economic, 
security,  political—are  usually  advanced. 
First,  economically  developed  countries  are 
better  markets  for  U.S.  goods  and  better 
locatioi^s  for  U.S.  investments  than  less 
developed  countries.  This  proposition  is  in- 
disputable. The  extent  to  which  it  necessarily 
follows  that  the  U.S.  has  a  clear  economic 
interest  in  the  economic  development  of 
Third  World  countries  is  not  quite  so  obvious. 
Economic  development  of  those  countries  will 
not  only  open  up  sales  and  investment  out- 
lets; it  will  also  produce  many  industries 
which  may  compete  with  U.S.  products  in 
foreign  markets  and  conceivably  in  the  U.S. 
market.  Economic  development  may  also 
hive  cither  consequences  which  could  coun- 
ter bal^incc  the  benefits  of  new  sales  and 
investment  outlets.  Nonetheless,  it  seems 
likely  that  the  long-term  effects  of  the  eco- 
nomic development  of  the  Third  World 
would  probably  be  more  beneficial  than  not 
ti>  the  eci>ni>mic  interests  of  the  U.S. 

The  second,  or  security,  argument  for  a 

*"Thfr^  \\  iorne  question  d<  to  whether  athcr  of  these 
Lfjtrfjj  has  been  vo»i.u,\tr»if l\  apf>Ued  \y\  the  US  no 
M,"rju  juJ  program  index  of  need  (^resnmahh 

ii  the  level  oj  g^er  fcU/^wj  (.NP  in  a  socteis  One  \r\dex 
o*  f^erformarxce.  ^resum<ihl\,  \s  the  rdte  of  grou-rh  of 
•  .nP  pi  J  \tH\et\  /».  trrms  of  the\e  mrasurfs  i»f  both 
M^•(^i  .ifui  prrU^'^man^e  ihe  tdst  Awau  Suiietu^  uliftf 
tn*-  I  S  u  rlimpiati-  ,^  iXid  are  far  more  deserving  <»f 
a\uitj»Kr  t/ij»i  the  Latin  Amerxidn  societies  fuitfi 
hxi^hef  i^er  capita  i.NP's  and  lower  f^rowth  rates)  where 
the  U  S  15  iontinmn^  aid 
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U.S.  interest  in  the  economic  development  of 
poor  foreign  countries  revolves  around  the 
inherent  instability  of  a  situation  in  which  a 
tremendous  gap  exists  between  a  small  pro- 
|x)rtiun  of  the  people  of  the  world  who  are 
rich  and  a  large  majority  who  are  poor. 
Reducing  this  gap  is  essential  to  the  security 
of  the  affluent  minority.  If  this  does  not 
happen,  resentment,  frustration,  hostility  will 
escalate  and  violence  will  inevitably  result. 

This  argument  is  not  very  persuasive.  In 
fact,  poor  countries  are  less  likely  to  have 
either  the  desire  or  the  capacity  to  threaten 
the  security  of  others  than  are  countries 
engaged  in  rapid  economic  and  social  develop- 
ment. Only  countries  which  have  reached  a 
minimum  level  of  economic  strength  are  in  a 
position  to  undertake  aggression.  Historically, 
war  and  economic  development  have  been 
closely  related.  Economic  development  of  a 
poor  country  contributes  to  U.S.  security  only 
where  the  security  of  that  country  is  essential 
to  the  security  of  the  United  States,  By  and 
large,  poor  countries,  so  long  as  they  are  poor, 
lack  the  capability  to  threaten  U,S.  security, 
whatever  their  desires  may  be.  Once  they  are 
richer,  they  will  have  greater  capability  to  be 
a  threat  to  the  United  States,  and  there  is 
little  or  no  basis  in  logic  or  history  to  think 
that  any  desire  to  threaten  the  U.S.  will  be 
sipnihcanily  lowered  simply  because  they  are 
richer.  (This  is  not,  let  me  hasten  to  add,  to 
ar^jae  that  the  U.S.  should  therefore  do  what 
It  can  to  promote  grinding  poverty  in  other 
countries.  It  is  simply  to  say  that  the  elimina- 
ticMi  (>t  ^jrindin^*  poverty  in  other  countries 
will  not  increase  U.S.  security  and  may  well 
v.k\rcase  it.  Since  prindin^j  pt)verty  is  an  evil- 
iiMtseU,  I.  tor  one.  am  quite  willing;  to  run 
the  risk  cf  some  insecurity  for  the  U.S.,  in 
orJcr  to  h.ive  less  poverty  for  others.) 

V.  The  Political  Argumcut 

Fiii.illv.  the  political  argument  for  U.S.  help 
tor  Ilur*.!  NX  oild  eci>nomic  development  is 
that  the  current  poor  countries  are  goinj^  to 
develop  economically  by  hook  or  by  crook 
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anyway,  and  that  it  is  in  the  long-term  interest 
of  the  U.S.  to  help  them  in  onJcr  to  win  their 
friendship  and  undemanding  or  at  least  to 
minimize  the  bitterness  which  a  failure  to  aid 
them  would  engender.  On  the  surface,  this 
argument  has  a  persuasive  simplicity  to  it, 
and  one  can  think  of  cases  (u.A.a.,  Cuba) 
where  U.S.  refusal  to  give  aid  probably  con- 
tributed lo  subsequent  hostility  towards  the 
U.S.  But  as  with  most  commonsensical  propo- 
sitions, there  is  also  a  commonsensical 
counterproposition.  How  many  times  have 
we  heard  that  one  cannot  buy  friends  by 
giving  them  aid,  that  it  is  a  mistake  to  think 
that  other  people  are  going  to  like  us  because 
we  help  them,  that  such  relationships  are 
more  likely  to  breed  feelings  of  resentment, 
guilt,  and  frustration  on  both  sides? 

More  generally,  the  gratitude  of  nations 
and  governments  is  normally  a  transient 
thing  at  best,  and  is  apt  to  approximate  the 
classic  expression  of  the  ward  heeler  to  the 
political  boss:  **But  what  have  you  done  for 
me  lately?**  The  country,  after  all,  which 
received  more  U.S.  aid  than  any  other, 
France,  was  hardly  a  model  ally  for  many 
years  thereafter.  On  the  other  hand,  insofar 
as  the  governments  of  both  rich  and  poor 
countries  expect  the  United  States  to  demon- 
strate an  interest  in  the  economic  develop- 
ment of  poor  countries,  the  U.S.  may  well 
have  a  political  interest  in  demonstrating  such 
an  interest  in  order  to  avoid  the  critical  opin- 
ions and  antagonistic  behavior  which  might 
result  if  such  expectations  were  disappointed. 
This  derived  or  secondary  political  interest 
could  lead  the  U.S.  to  promote  such  develop- 
ment even  if  the  direct  political  benefits  which 
might  result  therefrom  were  minimally  posi- 
tive or  minimally  negative. 

This  political  argument  is  often  based  on 
the  explicit  proposition  that  economic  devel- 
opment is  the  overriding  goal  of  the  people 
and  governments  in  the  poor  countries.  That 
It  is  a  goal  is  quite  clear.  That  it  transcends  all 
other  goals  is  not  clear  at  all.  Governments, 
in  particular,  have  to  be  concerned  with  many 
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other  things  which  often  conflict  with  eco- 
nomic development  and  must  often  take 
precedence  over  it.  The  prime  requtstre  of  any 
government  is  to  remain  a  government,  and 
political  leaders  give  first  priority  to  staying 
in  power.  They  are  likely  to  rate  the  goals  of 
internal  order  and  external  security  above 
that  of  economic  development.  They  may 
prefer  to  have  a  greater  degree  of  national 
independence  than  a  higher  growth  rate. 
Some  may  be  more  interested  in  ideological 
and  symbolic  goals  than  in  the  more  mundane 
demands  of  economic  development.  In  fact, 
of  course,  some  political  leaders  of  poor 
countries  clearly  have  not  given  very  high 
priority  to  economic  development.  The  extent 
to  which  the  World  Bank,  aid.  and  consortia 
have  found  it  necessary  to  impose  conditions 
for  aid  in  the  form  of  demands  for  fiscal  and 
economic  reforms  suggests  that  the  recipient 
governments,  if  left  to  their  own  devices, 
would  give  priority  to  other  needs.  Foreign 
and  international  aid  donors  often  appear 
more  interested  in  the  economic  development 
of  the  aid  recipient  than  is  the  recipient 
government  itself.  Since  rhe  donor  agencies 
K  n'e  that  as  their  raison  d'etre  and  since 
governments  are  inherently  multipurposed. 
this  situation  should  cause  neither  surprise 
nor  alarm.  It  does  mean,  however,  that  tho 
economic  development  goal  which  may  be 
the  be-all  and  end-all  for  donor  apency  offi- 
cials is  only  one  of  several  targets  for  the 
hara  sed  and  cross-pressured  political  leaders 
of  th  *  recipient  Rovernment. 

>X  hen  viewed  from  a  somewhat  broader 
perspective  than  that  of  the  aid  agencies, 
ccononuc  development  is  also  unlikely  to  be 
the  overriding  American  interest  in  most  poor 
countries.  Take  India,  for  example.  The  l\S. 
has  a  definite  interest  in  promoting  Indian 
econonuc  development.  The  LKS.  also  has, 
however,  at  least  three  other  important  in- 
terests ii^  InJi.i; 

1.  The  miht;uv  security  of  India  a^nii^st 
external  attack,  particularly  from  Coiumunist 
China. 
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2.  The  national  integration  of  India,  pre- 
venting its  break-up  into  half*a<lozen  or  more 
squabbling  ethnic-linguistic  states. 

3.  The  political  stability  of  India  as  the 
largest  democracy  in  the  world  and  one  of 
the  few  effectively  functioning  democracies  in 
the  Third  World. 

Each  cf  these  three  goals,  it  can  be  argued, 
is  considerably  more  important  to  the  U.S. 
than  the  economic  development  of  India,  In 
some  respects,  economic  development  may 
contribute  to  the  achievement  of  these  other 
goals,  but  it  also  may  threaten  these  goals. 
The  economic  development  of  India  would, 
presumably,  make  a  net  contribution  to  the 
security  of  India  by  increasing  its  ability  to 
arm  itself  and  to  defend  itself,  (It  may  also, 
of  course,  contribute  to  the  insecurity  of 
Pakistan,  but  that*s  another  issue.)  Economic 
development,  on  the  other  hand,  is  likely  to 
have  some  negative  effects  on  Indian  national 
unity.  It  could  well  exacerbate  regional  dif- 
ferences, promote  differential  rates  of  social 
mobilization  and  economic  well-being  among 
eth  nic  groups,  and  enhance  communal  con- 
sciousness through  increasing  literacy  and 
education.  So  far  as  political  stability  is  con- 
cerned, clearly  the  future  of  India's  demo- 
cratic system  depends,  in  some  measure,  on 
its  ability  to  bring  about  at  least  gradual 
improvements  in  the  economic  well-being  of 
the  Indian  people.  At  the  same  time,  very 
rapid  rates  of  economic  development,  certain 
unbalanced  forms  of  economic  growth,  and 
parti^alarly  (as  we  have  seen  in  Pakistan) 
high  rates  of  growth  which  involve  and  in 
part  may  be  dependent  upon  at  least  tempo- 
rary increases  in  income  inequality,  can  he 
politically  destabilizing.  Presumably  few  would 
argue  that  India  should  abandon  democracy 
and  adopt  an  authoritarian  system  of  povcrn- 
ment  because  that  system  could  promote  a 
higher  rate  of  economic  growth  (assuming 
that  would  be  the  case).  Similarly,  no  one 
would  argue  that  India  should  eschew  eco- 
nomic development  simply  because  it  might 
produce  strains  on  its  democratic  system.  The 
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problem,  obviously,  is  to  achieve  an  appro- 
ptlatc  mix  of  two  inherently  desirable  goals 
which  may  in  some  situations  be  reinforcing 
but  in  others  b«  incompatible. 

The  general  point  simply  is  that  the  U.S. 
interest  in  the  economic  development  of 
India  or  any  other  part  of  the  Third  World 
has  to  be  viewed  in  the  context  of  other  U.S. 
interests  in  those  areas.  Economic  develop- 
ment cannot  be  presumed  to  be  the  only  U.S. 
interest  or  even  the  primary  U.S.  interest  in 
developing  countries. 

V7.  Where  and  Hou  Much 

Assuming  the  U.S.  does  have  an  interest  in 
the  economic  developmer*.  of  at  least  certain 
Third  World  countries,  there  is  still  the 
question  of  how  great  an  interest  it  has.  How 
ir.Tortant  is  it  to  the  U.S.  that  India  achieve 
a  6  percent  rate  of  economic  growth  rather 
than  a  5  percent  rate  of  growth,'  If  that  1  per- 
cent higher  rate  of  growth  were  clearly  de- 
pendent upon  $300  million  or  $500  million  or 
$1  billion  aid  from  the  U.S.  during  the  next 
five  years»  what  case  could  be  made  for  giving 
that  use  priority  over,  say.  (a)  investing  the 
money  in  U.S.  urban  ghettos;  (b)  granting 
additional  ta.x  cuts  to  the  U.S.  poor;  (c)  alio- 
eating  the  amount  to  medical  and  scientific 
research;  or  (d)  reducing  inflationary  pres- 
sures by  not  spending  the  money  at  all.'  There 
probably  is  no  way  to  answer  this  question 
which  is  both  rational  and  persuasive,  but  it 
is  clearly  the  sort  of  question  which  is  in  the 
m;nds  of  many  Lrincs  of  aid  ;hiJ  which  has 
to  be  grappled  with  in  one  way  or  another. 

Assuminj^  the  l\S.  has  some  ^jcneral  inter- 
est in  the  economic  development  of  poor 
countries,  there  is  still  the  question  of  its 
thxrticuhir  interest  in  the  developmetu  of  in- 
dividual countries.  Recent  arguments  on 
behalf  ot  development  assistance  have  gen- 
erally not  been  framed  in  terms  of  individual 
couninos.  rresumably.  Iu>wever.  the  U.S. 
does  have  a  v:rcaier  interest  in  promoting  the 
economic  development  of  si>mc  countries 
than  ot  oihcts.  \X  hat  criteria  miiiht  be  used 
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to  ditringuith  among  countries  in  terms  of 
the  extent  of  U.S.  interest  in  their  economic 
development?  The  obvious  answer  furnished 
by  the  logic  of  economic  development  is  the 
manifest  interest  of  the  recipient  government 
in  promoting  its  own  economic  development^ 
measured  by  past  or  prospective  economic 
performance.  Yet  even  the  enthusiasts  for 
economic  development  recognize  that  while 
they  may  be  able  to  make  a  case  for  the  use  of 
purely  economic  criteria  in  allocating  re^ 
sources  within  a  country,  they  clearly  cannot 
hope  to  persuade  political  leaders  that  purely 
economic  criteria  should  be  used  in  allocating 
resources  among  countries.  These  criteria 
may  play  some  role,  but  other  factors  neces^ 
sarily  and  indeed  appropriately  also  come  into 
the  picture.  Perhaps  five  criteria  are  relevant: 

1.  Economic  performance,  i.e.,  the  demon- 
strated or  probable  ability  of  the  country  to 
make  effective  use  of  aid  for  economic  deveU 
opment  and  its  wiUingness  to  commit  its  own 
resources  and  to  adapt  its  own  politics  to  this 
goal; 

2.  Security  relevance,  i.e.,  the  extent  to 
which  a  country's  external  security  is  of  major 
interest  to  the  U.S.  and  the  extent  to  which 
that  security  is  or  could  be  threatened  by 
another  power; 

3.  Political  democracy,  i.e..  the  extent  to 
which  the  country  has  a  broad-basedi  demo- 
cratic political  system  with  meaningful  elec- 
tions and  protection  of  individual  civil 
liberties; 

4.  Historical  association,  i.e.,  the  extent  to 
which  some  special,  historical  relarionship 
has  existed  between  the  country  and  the  U.S.. 
giving  that  country  an  extra  claim  on  U.S. 
consideration  and  help; 

5.  Global  impr  tance,  i.e.,  the  relative- 
weight  which  the  country  does  have  or  poten- 
tially may  have  in  world  |x>litics. 

Presumably  the  U.S.  interest  in  the  eco- 
nomic development  of  countries  which  meet 
several  of  these  criteria  is  considerably  higher 
than  its  interest  in  those  which  meet  none  or 
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only  a  few  of  them.  The  critical  point  is  that 
the  U.S.  interest  in  the  economic  develop- 
ment of  a  country  is  one  aspect  of  the  over-all 
U.S.  interest  in  that  country  and  has  to  be 
meshed  with  the  totality  of  U.S.  foreign  policy 
toward  that  country. 

Vll  Economic  Aid  as  a  Means  to  Economic 
Divtlopmeni 

If  the  U.S.  does  have  some  interest  in  pro- 
moting the  economic  development  of  Third 
World  countries,  to  what  extent  is  economic 
assistance  an  effective  way  of  achieving  that 
goal?  Arc  there  other  means,  such  as  tariff 
preferences  or  investment  guarantees,  which 
may  be  equally  effecrive  or  more  effective  than 
capital  and  technical  assistance  in  promoting 
economic  growth?  Economists  may  provide 
academic  answers  as  to  the  relative  effective- 
ness of  differing  means  of  economic  develop- 
ment, but  the  United  States  government  is 
singularly  ill-equipped  to  consider  this  issue 
on  a  policy  basis,  aid  is  the  only  agency  pri- 
marily concerned  with  the  economic  develop- 
ment of  poor  countries,  aid's  only  real  means 
of  promoting  this  goal,  however,  is  in  effect 
through  capital  and  technical  assistance.  It  is 
in  no  position  to  consider  the  trade-offs  be- 
tween aid  and  other  ways  of  achieving  eco- 
nomic development.  These  other  means  fall 
within  the  jurisdiction  of  the  Treasury  De- 
partment, the  U.S.  Tariff  Commission,  or 
Commerce  Department,  for  whom  the  eco- 
nomic development  of  poor  countries  is  a 
relatively  low-priority  concern. 

In  practice,  therefore,  economic  assistance 
becomes  the  principal  means  of  promoting 
economic  development.  How  effective  has  it 
been  in  doing  this?  Here  agnin  the  talents  of 
the  economist  are  essential.  But  it  cannot  be 
blindly  assumed  that  there  is  n  direct  positive 
relationship  between  economic  assistance  and 
economic  development.  The  relationship  may 
exist,  but  it  has  to  be  demonstrated.  During 
the  1^60\,  aid  financed  10  percent  of  the 
capital  investment  in  the  poor  countries  and 
20  percent  of  their  imports.  Alan  Strout  has 
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evidence  that  in  developing  Uiuntries,  "the 
GNP  contribution  of  foreign  capital  has 
equaled  or  exceeded  that  of  exports  in  spite 
of  the  fact  that  export  earnings  were  larger 
than  foreign  capital  receipts  by  a  factor  of 
5  1'*  and  that  it  was  also  greater  than  the 
contribution  of  all  of  agriculture,^^  In  a  few 
countries  (Korea,  Taiwan,  Iran,  Turkey)  mas- 
sive doses  of  aid  apparently  led  to  hi^h  rates 
of  growth  which  either  have  freed  or  promise 
to  free  these  countries  from  reliance  on  con- 
cessional aid.  In  Pakistan,  between  1960  and 
1965,  as  Professor  Mason  has  pointed  out, 
40  percent  of  the  total  developmental  expen- 
ditures and  70  percent  of  developmental 
imports  were  made  possible  by  foreign  aid. 
Technical  assistance  has  contributed  enor- 
mously to  the  ability  of  poor  countries  to  plan 
and  manage  their  development  and  to  educate 
the  additional  manpower  needed  for  develop- 
ment. In  agriculture,  foreign  assistance  has 
made  possible  the  *'Green  Revolution*'  which 
promises  to  make  many  countries  self- 
sufficient  in  food,  thus  freeing  foreign  ex- 
change for  other  develc^pmcntal  purposes. 

At  the  same  time  that  a  case  of  this  sort 
can  be  made  for  the  role  of  aid  in  promoting 
economic  development,  it  is  also  necessary 
to  note  that  there  may  be  a  few  holes  in  the 
relationship.  Even  the  Pearson  Commission 
is  forced  to  admit  that  despite  the  contribu- 
tion of  aid,  **the  correlation  between  the 
amounts  of  aid  received  in  the  past  decades 
and  the  growth  performance  is  very  weak."*' 
Raymond  Mikesell  argues  that: 

HistoriLalK  ,  some  countries  have  devetopevi 
withv>ut  si^nitKani  capital  imports  anJ,  in 
some  cases,  the  achievemefu  of  sustainevl 
growth  preceded  a  siibstaiuiU  capital  in- 
tlow.  On  the  other  hand,  lar^e  capital 
inflows  have  freiiuenily  mkuIc  little  cor\- 
tnbuiior.  to  devek)pineiu.  As  a  ^encial 
proposition,    external   capital    or    aul  is 

"F'artnfrs  in  DcvclopfuCfU,  ^  47 
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neither  a  necessary  nor  a  sufficient  ciniji- 
tion  for  development." 

In  a  similar   vein,   Professor   Mason  has 
pointed  out  that  external  assistance  to  India 
under  the  Third  Five  Year  Plan  was  double 
that  under  the  Second  Five  Year  Plan,  yet 
there  ua*  no  significant  increase   in  the 
Indian  growth  ratc.'^  This  testimony  would 
seem  to  suftjest  that  in  some  situations  high 
rates   of  economic   development    may  he- 
achieved  with  low  levels  of  foreign  aid  and 
thai  in  other  situations  hiyh  levels  of  foreign 
aid  may  not  alter  low  rates  of  economy- 
development. 

The  impact  of  different  types  of  economic 
aid  on  economic  development  also  does  not 
appear  entirely  predictable.  Economists  tend, 
for  instance,  to  view  defense  support  or  sup- 
porting assistance  as  a  somewhat  dubious 
form  of  foreian  aid  which  clearly  does  not 
have  the  same  impact  as  project  aid  or  tech- 
nical assistance.  Commodity  assistance  they 
seem  to  be  of  a  divided  mind  about.  "It  is," 
therefore,  as  Professor  Nelson  has  observed, 
rather  "striking  that  among  the  countries 
receiving  sizeable  U.S.  assistance,  those  that 
hiUL  recentlv  achieved  or  arc  expected  to 
achieve  self-sustaining  growth  are  the  coun- 
tries in  which  U.S.  aid  was  initially  and  for 
some  years  after  directed  to  security  problems. 
The  outstanding  characteristic  of  these  pro- 
grams was  sustained  large-scale  commodity 
assistance.    This    assistance   almo.st  surely 
served  as  a  powerful  catalyst  for  later  rapid 
growtl.."'»  That  this  aid  would  have  this 
etfcvt  nppiuentlv  was  not  anticipated  by  most 
economists.  Nor  does  thore  seem  to  be  anv 
general  agreement  now  among  the  economists 
as  to  the  relatix    v.iliie  of  prugran)  aiul  pr>.jev ! 
assistance.    Non-economists,  conscquentlv. 
may  perhaps  be  excused  if  they  remain  sonu-- 
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what  perplexed  as  to  the  real  efficacy  of 
different  types  of  aid  in  promoting  economic 
development. 

Vlll  The  Opponenu  'Aid 

One  question  deserving  more  attention  is 
the  increasingly  hostile  attitude  of  groups 
within  recipient  countries  toward  foreign  aid. 
While  American  thinkers  have  been  search- 
ing for  a  new  rationale  for  aid,  Third  World 
thinkers  have  been  developing  a  new  ration- 
ale against  aid.  This  anti^aid  lationale  is 
rooted  in  three  increasingly  important  intel- 
lectual currents:  nationalism,  socialism,  and 
traditionalism  or  anti*Westernism.  The  intel- 
lectual opposition  to  aid  generally  accepts  the 
view  that  aid  makes  a  difference — it  does  have 
an  effect— but  this  effect  is  more  negative  than 
positive.  As  one  reortsentaiive  Brazilian  in- 
tellectual has  argued,  foreign  aid  is  good  for 
the  U.S.  because  it  helps  to  maintain  a 
channel  for  the  exercise  of  U.S.  influence  in 
Brazil,  to  keep  in  power  a  Brazilian  govern- 
ment friendly  to  the  U.S.,  and  to  insure  a 
receptivity  in  Brazil  to  U.S.  private  invest- 
ment. (This  latter  point  that  a  main  purpose 
of  U.S.  aid  was  to  create  a  favorable  environ- 
ment for  U  S.  private  investment  was  widely 
endorsed  by  aid  officials  in  Brazil.)  So  far  as 
Brazil  was  concerned,  however,  U.S.  a*d  im- 
peded development  and  sustained  the  status 
quo.  Development  in  Brazil  could  come  about 
through  either  the  emergence  of  a  vigorous 
national  bourgeoisie  or  by  the  overthrow  of 
the  existing  system  by  a  revolutionary  elite. 
U  S.  aid  encouraged  U.S.  private  investment, 
which,  with  its  superior  resources  and  mana- 
gerial talent,  now  dominated  the  dynamic 
sectors  of  Brazilian  industry.  (This  judgment, 
too.  was  confirmed  by  U.S.  aid  officials  in 
Brazil.)  Hence,  there  were  increasing  obstacles 
to  the  emergence  of  an  autonomous  Brazilian 
entrepreneurial  class.  The  absence  of  such  a 
class  would  place  a  ceiling  on  the  extent  to 
which  Brazil  could  develop  under  a  capitalistic 
or  mixed  economy.  At  the  same  time.  U.S. 
military  and  economic  assistance  strength- 
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cned  the  repressive  powers  of  the  government 
and  consequently  made  it  more  difficult  for  a 
revolutionary  movement  to  overthrow  the 
existing  system.  U.S.  aid  thus  condemned 
Brazil  lo  economic  and  social  backwardness. 

!n  one  form  or  another,  this  type  of  argu- 
ment has  been  expressed  by  intellectuals,  not 
all  of  them  either  Communist  or  Marxist,  in 
almost  every  developing  country.  These  ex- 
pressions range  from  the  argument  by  the 
Chilean  psychiatrist,  Vincent  Sanchez,  that 
U.S.  aid  is  creating  "cultural  psychosis*'  in 
Chile  to  that  elaborated  by  Ivan  Illich  that  the 
export  of  Western  concepts,  aspirations,  and 
techniques  of  mass  production  and  consumer- 
ism inc'uccs  "chronic  underdevelopment**  in 
poor  countries  from  which  the  latter  can 
escape  only  by  evolving  some  fundamentally 
different  alternatives  unknown  to  developed 
Western  societies.'* 

Not  only  is  there  an  anti-aid  rationale 
developing  among  Third  World  intellectuals, 
but  there  are  also  some  second  thoughts  on 
aid  appearing  among  Third  World  govern- 
ments. In  Brazil,  for  instance,  the  U.S.  sus- 
pended aid  in  December  1968  in  response  to 
the  Institutional  Acts  disbanding  Congress 
and  severely  restricting  individual  liberties. 
The  effects  of  this  action  on  the  Brazilian 
government,  however,  »vere  nil.  U.Syaid  was 
largely  ciirccted  towards  education  and  agri- 
culture, and  these  apparently  did  not  rate 
very  high  among  the  concerns  of  the  military 
officers  running  Brazil.  The  v  illingness  of  the 
governments  of  Peru,  BtMivia,  and  other 
counrries   to  risk   aid  cut-offs  under  the 
Hickcntooper  Amendment  suggests  that  aid 
in  itsett  occupies  a  subordinate  position  in 
their  hiernrchy  of  values.  Such  attirudes  may 
eem  perverse  to  Americans  preoccupied  with 
development  as  the  overridinp  goal.  Yet  it  is 
perfectly  natural  and  rational  for  the  govern- 
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ment  of  a  poor  countn*  to  be  as  much  con* 
cerned  with  hou  its  economy  develops  as  with 
hou  fast  it  develops.  All  aid  involves  some 
costs  for  the  recipient,  and  the  additional 
10  percent  investment  (supplied  by  aid)  may 
simply  not  be  worth  those  costs  to  many 
governments. 

/X.  A  Ftfu  Conclusions 

U.S.  assistance  to  the  economic  develop- 
ment of  poor  countries  has  suffered  from  the 
tendencies  of  its  supporters  to  divorce  eco* 
nomic  development  from  over-all  U.S.  foreign 
policy  objectives  and,  more  generally,  to  make 
the  case  for  U.S.  economic  development  as- 
sistance in  terms  of  the  needs  of  the  poor 
countries  rather  than  in  terms  of  the  interests 
of  the  United  States.  Economic  development 
assistance  has  been  underfunded  in  part 
because  it  has  been  oversold.  In  this  essay,  we 
have  attempted  to  escape  from  the  rhetoric 
and  sentimentality  which  has  so  often  been 
adduced  on  behalf  of  foreign  aid  and  instead 
to  take  a  cold»  hard  look  at  the  interest  of  the 
U.S.  in  the  economic  development  of  poor 
countries.  Three  general  conclusions  seem  to 
flow  from  this  discussion: 

1.  As  the  wealthiest  country  in  the  world, 
the  L^nitcd  Stares  has  a  moral  obligation 
to  help  alleviate  the  sufferings  of  poor 
people  in  poor  countries. 

2.  Thr  United  States  has  some  real  but  not 
ovi  rriding  interest ,  primarily  economic 
and  long-term,  in  the  economic  develop- 
ment of  poor  countries  gerK'tally;  it  also 
has  some  derived  political  interest  in  not 
disappoint uig  the  expectations  of  other 
governments  that  it  ought  to  be  interested 
in  the  economic  dcvelopmcrn  of  poor 
countries. 

3.  The  United  Siates  l^as  special  interests  in 
the  economic  developtnent  of  individual 
countries  which  are  of  natticular  concern 
to  the  I  S.  usually  fi»r  nonecononuc 
reasons  and  the  promotion  ot  whose  de- 
velopnK*nt  is  an  integral  part  of  over-all 
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U.S.  foreign  policy  toward  those  countries. 
Rarely,  however.  i\  rhe  economic  develop- 
ment of  a  country  the  primary  interest 
which  the  United  States  has  in  that 
country. 

In  most  countries,  economic  assistance 
probably  helps  economic  development,  but 
the  relationship  between  levels  and  types  of 
aid,  on  the  one  hand,  and  economic  growth, 
on  the  other,  is  by  no  means  clear.  There  may 
also  be  other  policies,  paiticularly  in  the  areas 
of  trade  and  encouragement  of  private  invest-, 
ment,  by  which  rich  governments  can  equally 
well  promote  the  economic  development  of 
poor  countries.  Finally  but  most  importantly, 
the  governments  of  poor  countries  may  have 
good  reasons  to  prefer  less  aid  rather  than 
more  aid. 

From  this,  one  can  conclude  that  the  U.S. 
ought  to  maintain  at  least  three  different  types 
of  economic  assistance  programs:  humani- 
tarian and  related  programs  aimed  primarily 
at  alleviating  immediate  evils  to  poor  peoples; 
general  economic  assistance  grants  channeled 
through  the  World  Bank  and  other  multilat- 
eral agencies  to  assist  in  the  over-all  economic 
development  of  the  Third  World;  and  bi- 
lateral programs  which  are  an  integral  part 
of  foreign  policy  toward  countries  where 
the  U.S.  has  special  political,  economic,  or 
security  interests. 
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IT.S.  OVERSEAS  LOANS  AND  (JRANTS  AND  ASSISTANCE 
FROM  INTERNATIONAL  ORGANIZATIONS  (EXCERPTS) 
U.S.  AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

REPORTING  CONCEPTS 

The  current  issue  of  this  report  continues  to  summirlze  and  group  the  individual 
countries  by  geographic  region,  without  distinction  between  developed  and 
'^developing  countries**. 

The  U.S.  programs  included  in  **Economic  AssistaiKe**  for  all  countries  in  ihla 
book  are  equivalent  to  those  included  in  the  U.S.  reports  to  the  Dewlopment 
Assistance  Committee,  (DAC)  of  the  Organization  for  Economic  Cooperation  and 
Development  in  compiling  its  statistics  on  ''Official  Development  Assistance** 
(ODA)  official  concessional  aid  for  development  purposes.  Currently,  the  major 
economic  assistance  programs  carried  on  by  the  U.S.  are  A.I.D.,  Food  for  PeKe« 
the  Peace  Corps,  paid-in  contributions  to  international  lending  organizations  (such 
as  IDA  and  IDB),  and  assistance  to  refugees. 

On  each  page,  following  Section  III,  Total  Economic  and  Military  Assistance 
(Only  Economic  where  there  is  no  Military)  is  an  unnumbered  section  showing 
Other  U.S.  (iovmtment  Loans  and  Grants;  these  loans  and  grants  arc  not  part  of 
the  economic  or  military  assistance  totals  above.  Export-Import  Bank  loans  are 
included  in  this  category,  as  well  as  other  loans,  principally  the  short-term  credits 
under  the  Commodity  Credit  Corporation  Charter  Act,  Overseas  Private  Investment 
Corporation  (OPIC)  direct  loans,  and  private  trade  agreements  under  Title  I,  P.L 
480. 

From  FY  I9SS  to  the  present,  obligations  by  year  are  on  Si  gross  basis,  that  is, 
total  new  obligations  entered  into  during  the  year;  cumulative  totals  shown, 
however.  FY  1^46-1^77.  :^re  on  a  net  basis*  reflecting  total  obligations  for  the 
entire  period  less  deobligations. 

1.  ECONOMIC  ASSISTANCE 

a.  AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

The  data  cover  commitments  for  economic  and  technical  assistance  made  by 
A.I.D.  and  its  predecessor  agencies.  Commitments  may  be  deflned  as  development 
loaris  authorized  and  obligations  of  other  A.I.D.  funds.  A  separate  memorandum 
line  item  has  been  included  for  ''Supporting  Assistance"  obligations.  The  data 
include  obligauons  for  grants  and  loans  from  the  Supporting  Assistance 
appropriation  (excluding  funds  used  for  Population  Programs  FY  1968-1973),  as 
well  as  obligations  from  appropriations  for  Contingency,  Special  Assistance, 
Defense  Support.  Direct  Forres  Puppet,  Joint  Control  Area,  International 
Organizations.  Indochina  Postw;*  Reconstruction,  Middle  East  Special 
R    iirem  us  Fund,  and  Assistance  to  Portugal  and  Portuguese  Colonies  in  Africa. 

The  A  I  D.  commitments  are  Sroken  down  between  loans  arnl  grants.  The  loan 
total  covers  all  loans  maie  by  A.I.D.  from  all  current  and  past  appropriation 
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■ccounti  mcluding  Supporting  A«istance  and  Contingency  funds.  The  loan  total 
•ISO  includes  capitalized  interest",  this  represents  interest  on  prior  year  loans 
which  rather  than  being  paid  when  due.  H  added  for  accounting  purposes  to  the 
lace  amount  of  the  loan .  (although  it  is  not  new  asistance  in  a  physical  sense)  and 
II  thereafter  treated  as  principal  to  be  repaid  with  interest.  Whenever  such 
capitalized  interest  accounts  for  the  only  loan  activity  for  the  year  in  the  particular 
country,  t  is  suitably  footnoted.  Beginning  with  FY  1974.  the  current  year,  and 
he  tumu  ative  total  of  capitalized  interest  also  are  identified.  Tlie  loans  made  from 
the  &>cial  Progress  Trust  Fund  by  the  Inter  American  Development  Bank  are  not 
mcluded  in  the  A.I.D.  figures,  but  are  included  under  "Other  Economic  Assistance" 

^  l^V.^^^£^^      *^  ACRICULTVRAL  TOADE  DEVELOTMENT 
AND  ASSISTANCE  ACT  OF  I9S4  AND  AMENDMENTS  THERETO 

nnt  I  SAf.F:S  AGREEMENTS 

Title  I  provides  for  the  sale  of  agricultural  commodities,  either  for  foreiim 
currency  or  f(,r  U  S  dollars  on  credit  terms.  These  two  types  of  sales  agreements, 
both  at  export  market  value,  are  handled  in  this  report  as  follows: 

RepayaNe  in  U.S.  Dolbrs.  Sales  on  credit  terms  for  U.S.  dollars  are  shown  in 
total  as  loans,  excluding  any  initial  down-payments  in  dollars  which  have  been 
specified  in  some  sales  agreements  The  data  exclude  any  private  trade  agreements 
financed  under  the  Act.  Some  agreements  have  covered  more  than  one  year's 
program  and  these  have  been  prorated.  Any  shortfalls  or  cancellations  through  FY 
1973  are  reflected  in  the  year  the  agreement  was  originally  signed.  Beginning  in  FY 
1974.  such  reductions  are  r.-nected  only  in  the  cumulative  total,  with  no 
adjustments  in  annual  agreements. 

»  1  Fonign  Currency   The  portion  of  each  agreement  which  is 

planned  (or  country  use"  is  included  in  the  country  totals  in  the  year  the  sales 
agreement  was  signed  A  few  agreements  are  more  than  a  year's  requirement  These 
have  been  pioraied.  Adjustments  have  been  made  for  actual  shortfall  of  deliveries 
from  annual  agreements.  As  in  the  case  of  the  dollar  sales,  initial  downpayments  are 
excluded  Authority  for  this  type  of  sale  has  expired. 

TITLE  II  DONATIONS 

Emergency  Relief  and  Economic  Development.  This  part  of  Title  II 

authorizes  funds  for  the  transfer  of  agricultural  commodities  held  in  stixk  by  the 
Commodity  Credit  Corporation,  to  help  friendly  countries  and  needy  people  to 
meet  famine  or  other  urgent  or  extraordinary  relief  requirements,  or  to  promote 
economic  development  Transfers  to  the  World  Food  Program  are  included  in  this 
part  of  the  PI  480  figures  The  dat..  represent  commodities  authorized,  plus  ocean 
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friight  dUtrtbMted  by  country.  Commodity  vaiuos  through  FY  1969  are  at  CCC 
coat;  aubitquent  yeart  arc  at  market  value.  SitrUng  in  FY  I973»  the  data  are 
thtpnvnt  levela  piua  ocean  freight  which  are  conaidered  to  be  the  Anal  obiigationa 
fqr  the  flacai  year. 

Voluntary  Reief  Afettcke.  The  data  included  under  thli  part  of  Title  II  cover 
only  the  ooit  of  agricultural  commodities  donated  to  voluntary  relief  agenciet  luch 
as  CARE»  National  Catholic  Welfare  Conference^  Lutheran  World  Relief,  etc.,  for 
distribution  to  needy  people  abroad.  The  flgures  represent  authorizations  for 
voluntary  relief  agency  donations  valued  at  CCC  costs  through  FY  1969,  with 
shipment  levels  for  subsequent  years  at  market  value.  For  years  prior  to  FY  I9SS, 
the  data  represent  transfers  authorized  under  Section  416  of  the  Agricultural  Act  of 
1949  (Public  Law  81 439).  Cost  of  ocean  freight  is  nut  distributed  by  country,  but 
is  included  in  the  Interregional  table  on  page  176. 

c  OTHER  ECONOMIC  ASSISTANCE 

^eace  Corps  includes  obligations  incurred  for  the  operation  of  the  overseas 
volunteer  program  of  Action. 

Other.  Most  of  the  other  programs  included  here  were  prior  to  FY  1953.  The 
major  programs  included  are  **UNRRA'\  "Civilian  Supplies  (including  Government 
and  Relief  in  Occupied  AreasV,  "Surplus  Property  Credits*\  "Civilian  Relief  in 
Korea",  "Greek-Turkish  Aid'\  "British  Loan",  and  "PhUippines  Rehabilitation". 
Currently,  the  principal  programs  m  this  category  are  paid-in  capital  subscriptions 
jnd  contributions  to  international  lending  organizations  (such  as  the 
Inter-American  Development  Bank  and  the  International  Development 
Association),  grants  by  the  Inter- American  Foundation»and  grants  for  International 
Narcotics  Control  by  the  State  Department. 

Also  included  in  (his  category  are  loans  authorized  by  the  Inter-American 
Development  Bank  from  the  Social  Progress  Trust  Fund,  which  the  IDB  administers 
for  (he  United  States,  and  minor  amounts  of  techiucal  assistance  grants  from  the 
Trust  Fund  Excluded  are  participations  in  IDB  loans  purchased  with  principal 
repayments  to  the  SPTF. 

II.  MIUTARY  ASSISTANCE 

Annual  <lata  lor  both  grants  and  credits  beginning  with  FY  1964  onward  arc  on 
a  '*piogram"  basis,  as  are  the  cumulative  totals.  Earlier  data  are  deliveries;  the 
figures  tor  FY  1962  and  1963  have  b^^n  adjusted  to  reflect  the  undelivered 
amounts  at  ol  June  30,  1963. 
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MILITARY  ASSISTANCE  PROGRAM  (MAP)  GRANTS 

1h#  dau  repreieni  primarity  grants  of  mUiiary  equipment,  tuppllet  and 
Mrvket  ir  eluding  international  militaiy  education  and  training  purchased  with 
appropriated  fundi.  They  alio  include  the  coet  of  repair  and  rehabiliution  of  exceu 
•locks  furnished  with  coet  to  the  MUitary  Assistance  Program,  and  the  cost  of 
packing,  crating,  handling  and  transportation  of  equipment  and  supplies.  FY 
1973- 1 977  daU  Include  the  distribution  ot  supply  operations  by  country  condstent 
with  previous  years. 

b.  The  "credit"  data  through  FY  1968  represent  credit  sales  to  recipient 
countries  of  military  equipment  and  supplies  initially  credit-financed  with  MAP 
funds,  including  any  credits  sold  to  the  Export-import  Bank  with  Department  of 
Defense  guarantees.  Data  exclude  direct  cash  sales  of  military  equipment.  Credit 
data  for  FY  1969-1977  represent  government  credits  pursuant  to  the  Foreign 
Military  Sales  Act  of  1968  (FMS).  The  cumulative  totals  represent  total 
governmental  credit  sales  under  the  Foreign  Assistance  Act  (FAA)and  the'FMS. 

c.  MILITARY  ASSISTANCE  SERVICE  FUNDED  GRANTS  (MASF) 

This  category  includes  aU  defense  articles  and  services  programmed  for 
transfer  to  foreign  countries  or  uiternational  organizations  under  authority 
contained  in  the  Department  of  Defense  Appropriation  Act.  including,lnternalional 
MUilary  Headquarters  and  MAAGs.  Missions  and  Military  Groups,  initially  financed 
through  FY  1964  under  MAP  funds.  Beginning  with  FY  1977.  MAAGs.  Missions 
and  Military  Groups  are  being  financed  with  MAP  funds. 

d.  TRANSFERS  FROM  EXCESS  STOCKS 

Data  m  this  report  refieci  original  acquisition  value  of  equipment  and  supplies 
excess  to  the  requiremenu  of  the  U.S.  military  departments  granted  to  countries 
without  charge  to  MAP  appropnaied  funds.  These  amounts  are  included  in  the 
totals  in  ihis  report,  as  well  as  similar  transfers  financed  under  MASF.  Previously 
the  amount  used  was  the  legal  value  of  excess  defense  articles  representing  33-1/3 
percent  of  the  original  acquisilior.  value.  • 

e.  OTHER  GRANTS 

Included  here  arc  the  nuliiary  portion  of  "Greek-Turkish  Aid".  "China  Naval 
Aid".  "P  L  454  Philippines  Aid"  and  "Ves«;l  Loans".  Since  the  latter  are 
essentially  transfers  on  an  indcierminaie  basis,  generally  requiring  only  the  return 
of  the  vessel,  if  available,  they  are  treated  here  as  grants.  For  these  "Vessel  Loans", 
the  data  represent  the  esiiinalcd  value  of  the  vessels;  the  activation  cost  is  included 
in  MAP  data  In  addition,  beginnmg  m  KY  1^72.  other  transfers  of  material  not 
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under  MASF,  have  been  included.  Abo  included  In  this  citegory  are  other  transfen 
of  materia]  to  Korea  under  Section  3  of  Public  Law  91-652,  and  foreign  military 
sales  to  Israel  for  which  payment  was  waived. 

OTHER  U.S.  GOVERNMENT  LOANS  AND  GRANTS 

a.  EXPORT-IMPORT  BANK  LOANS 

One  additional  U.S.  agency  providing  economic  and  military  loans  to  both 
governments  and  other  public  sector  borrowers,  during  this  period  li  the 
Export-Import  Bank.  Most  Export-Import  Bank  transactions  are  in  the  private 
sector.  Export-Import  Bank  loans  do  not  qualify  as  Official  Develq)inent 
Assistance.  Direct  military  loans  by  the  Export-Import  Bank  in  earlier  reports  were 
shown  as  separate  entries  under  ''Military  Assistance**.  For  yfears  prior  to  calendar 
year  1974  Export  import  Bank  data  include  loans  for  military  equipment,  but 
exclude  purchased  military  credits  authorized  prior  to  1970,  guaranteed  by  the 
Department  of  Defense.  Assistance  under  these  credits  is  shown  as  part  of  the 
Credit  Sales  under  FMS.  Export-Import  Bank  no  longer  extends  loans  for  military 
equipment,  nor  does  the  Department  of  Defense  guarantee  any  Export-Import 
Bank  loans. 

These  data  were  compiled  by  A.i.D.  from  the  official  reports  of  the 
Export-Import  Bank.  They  represent  authorizations  in  earlier  years  for  loans  of  Ave 
years  or  more  maiurity.  and  those  bought  by  private  banks  and  other  institutions. 
The  data  also  exclude  all  export  guarantees  and  insurance  authorized  by  the  Bank. 
Bcpmnmp  with  FY  IQ69.  the  data  include  all  loans  authorized. even  those  with  less 
ihan  five  years  maiuriiy. 

Cancellations  and  lerminarions  are  deoucted  from  loans  authorized.  The  fiscal 
year  data  have  been  constructed  so  that  if  a  loan  made  in  one  year  is  increased  in  a 
later  year,  the  mcrease  is  included  in  the  year  it  occurred;  but  if  the  loan  b 
cancelled,  decreased  of  sold  to  a  non  l)  S.  government  purchaser  in  a  later  year,  the 
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loan  hu  b«en  decreased  in  the  year  originally  authorizad.  Starting  in  FY  1973, 
however,  nich  reducticni  are  reflected  in  the  cumulative  total,  with  no  adjustment 
In  the  annual  data. 

b.  ALL  OTHER 

These  include  Aort  term  credits  by  the  U.S.  Department  of  Agriculture  under 
the  Commodity  Credit  Corporation  Charter  Act,  plus  Overseas  Private  Investment 
Corporation  (OPIC)  direct  loans,  and  private  trade  acicements  under  PL  480 
Title  I. 

TIME  PERIODS 

The  commitments  data  for  all  economic  and  military  programs  are  shown  by 
U.S.  fiscal  years  arranged  in  four  broad  grouping:  Post-^ar  Relief  Period 
(1946-1948);  MarshaU  Han  Period  (1949  1952):  Mutual  Security  Act  Period 
(I9S3-I96I):  and  Foreign  Assistance  Act  Period  (I962>I977X  The  Agency  for 
International  Development  has  been  in  existence  only  during  the  latter  period,  for 
which  appropriate  totals  are  shown. 

REPAYMENTS    AND  INTEREST 

The  "Repayment  and  Interest"  column  shows  the  cumulative  principal  repaid 
and  interest  collected  for  the  period  19461977  against  loans  made  during  that 
period.  It  includes  any  repayments  or  interest  collections  both  in  dollars  and  in 
foreign  currencies;  the  latter  of  course,  are  expressed  in  dollar  equivalents. 

For  loans  fully  or  largely  repaid  on  which  interest  has  been  collected  for  a 
number  of  years,  the  total  repayment  and  interest  figure  frequently  will  be  in 
excess  of  the  original  loan  amounts.  When  the  entire  principal  has  been  repaid 
under  a  particular  program  in  an  individual  country,  this  has  been  identified. 
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Hi'MAN  Rujnrs  avo  U.S.  Kohkiun  Pouov* 


IS8UE  DEFINITION 


The  basic  issue  is  whether  another  pfovernment's  treatment  of  its 
own  people  should  an  important  factor  in  U.S.  foreign  policy  for- 
mulations and  pruc'tico.  There  is  wide  disagreenient  between  those  who 
feel  tliat  the  U.S.  Govenuuent  should  <iefino  the  hiurian  rights  condi- 
tions of  individuals  in  foreign  countries  as  being  within  the  internal 
affairs  of  that  country  and  therefoi*  outside  the  appropriate  considera- 
tion of  U.S.  foi-eign  policy,  and  those  who  favor  strict  sanctions  against 
governments  that  violate  the  basic  human  rights  of  their  citizens. 

BACKGROUND  AND  POUCT  ANALYSIS 

During  the  past  few  years  the  topic  of  human  rights  has  become  a 
very  t-onspu  uous  and  controversial  issue  in  the  U.S.  Government.  Con- 
gWMs  has,  through  hearings,  drawn  attention  to  the  violation  of  human 
rightj  in  other  eouiitries  and  has  instituted  legislative  mechanisms 
aimed  at  assuring  that  U.S.  foreign  policy  actions  include  consideration 
of  the  statusof  hunum  rights  in  other  countries.  An  Assistant  Secretary 
of  Stat«  for  Human  Rights  and  Hunianitai  ian  Affairs,  appointed  with 
Uie  Advice  and  consent  of  the  Senate,  and  a  separate  Bureau  for  Human 
Riffhts  have  been  established  within  the  Department  of  State.  Human 
rights  provisions  have  been  written  into  economic  assistance,  security 
assistance  and  other  legislation.  Such  provisions  have  included  require- 
ments for  annual  and  other  reports  on  the  status  of  human  rightii  in 
countries  receiving  U.S.  assistance.  Assistance  to  certain  countries  such 
as  Chile,  Urugimy,  Argentina,  Ethiopia,  and  the  Philippines,  has  been 
limited  or  cut  on  on  human  rights  grounds. 

In  his  inaugural  address  President  Carter  gave  significant  attention 
to  the  unportance  of  a  U.S.  commitment  to  and  respect  for  human 
l  ights.  The  outspoken  quality  of  the  President  ami  his  Administration 
in  subscMpient  statonients  on  the  status  of  human  rights  in  certain  coun- 
tries has  stirred  further  i-ontrovci-sy  us  to  the  role  that  the  human 
rights  of  foreign  citizens  should  play  in  U.S.  foreign  policy.  Official 
U.S.  expressions  of  concern  about  violations  of  human  rights  in  par- 
ticular countries  have  Iven  viewed  by  some  as  thifatening  U.S.  na- 
tional security,  econoniic.  iH)litical  or  other  interests.  While  the  pro- 
niotion  of  human  ri^rhts  is  accepted  as  a  seriou^  moral  concern,  there 
IS  considerable  disajureenient  as  to  whether  it  is  realistically  feasible 
to  give  sul>staMtial  weijrht  to  human  rights  concerns  in  a  U.S.  foreign 
policy  which  deals  with  soveriMgn  nations  and  whose  purpose  is  to 
safeguard  the  |M)wer  and  international  position  of  the  United  States. 

-  IJbrary  of  ron»r«»s«.  Foreign  Affairs  f.nd  NaMonal  Defonse  Division.  Human  Rlgbts 
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One  of  the  most  difficult  problems  involved  in  the  issue  of  interna- 
tional h.miun  n^ri.ts  ,s  timt  of  huiintn  rlKht.s  stiinduid^.  Societies  diffoi- 
sui)stiuitiiillv  m  th.'ii  .onst'iisiis  iiii.leistuiulin/irs  „f  busic  riirhts  U)  he 
ajvord.Ml  all  persons.  Should  the  I  nited  States  apply  a  sinirle  himuin 
n|!lits standard  to  all  nations  primitive  and  advanrrd,  l)ifr,and  small, 
friend  or  foe  n.Mitral  or  vital  national  seeiiritv  tner^  Some  ariruc 
Hat  It  IS  neither  pra.  tuul  nor  appropriate  for  \  United  States  to 
«m;  the  moral  ju.I^m.  for  a  world  in  which  U.S.  and  Westein  coiuepts 
oMinman  rights  differ  markedly  frons  the  hnman  ri^'hts  priorities  of 
otlirr  nations  an.'  .  idtiires.  Others  .  laim  that  violations  in  some  eoun- 
nes  aiv  on  siirh  a  wide  seale  and  threaten  siieh  basic  liuman  needs 
that  they  traiiMTiid  rnltiiral  and  |)olitical  diflVreiu-es  amoiur  nations. 

.Some  crities  hnve  voiced  the  opinion  that  without  establishing  the 
notion  of  iiunimuin  Mihstantiv*  rii^hts  for  everv  eitizen  of  the  idobt; 
(a  luiiiiniuiii  calory  intake  tosu.-tain  life  and  health,  minimum  shelter, 
imninuiin  employment  po«sil)ilities,  etc.)  the  pim'edural  rights  that 
Americans  cherish,  and  which  are  widely  violated  aiimiid  the  world— 
free.iom  of  speech,  assembly,  press,  religion,  and  thought  -will  remain 
irreleuint  for  a  majoiity  of  mankind  and  probably  unattainable  as 
well.  Others  suggest  that  maintenanee  of  a  basic  leve"l  of  human  rights 
IS  not  inconsistent  with  the  requiivments  of  economic  development, 
even  in  the  most  needy  nations. 

Once  a  decision  i>  nuK.e  to  take  some  form  of  action  on  a  human 
lights  issue,  the  .|uestion  arises  of  how  to  go  about  doing  so.  it  is  in 
the  area  of  productive  approach  that  efforts  to  maintain  a  si.igle  stand- 
ard, if  there  can  be  or  -hould  be  such,  are  most  sorely  tested.  DitTorent 
countries.  »liirerent  .  ultiiics.  ditl'eient  priorities,  and  different  I'.S.  in- 
terests, may  iv.piiie  ditferent  I'.-S.  responses.  .Vnot'.ier  problem  related 
to  the  (jiiestion  of  apf)ioaclie>  is  whether  any  action  by  ihe  I'nited 
States  d»M>s.  in  fact,  rexilt  in  a  positive  change  in  the  human  rights 
practices  of  anotlier  country. 

"riiiditioiial  optioii>  exercised  in  the  past  have  included  "(juiet  diplo- 
macy, public  statements  or  deimiiclat  ions  in  international  foruiii.s.  and 
requests  that  an  i  iteniat lona!  organization  take  action.  Quiet  diplo- 
macy wa>(  lie  tavoivd  approach  of  previous  Aibiiinistrations,  but  was 
critici/ed  by  man,\  as  inetfcctive  unless  it  v  .'iv  made  clear  that  other 
approa.  lies  woiil.l  U-  um  d  if  .piiet  diphuuac*  failed,  Ilowevei,  .since 
such  :i-tu»ns  were  taken  lu  private  bv  (liploiiii.is  who  were  interested  in 
Miauitaiiiiiig  working  ivlat  ioii>hips  with  their  couiiter])arts  from  an 
•MlfemiMig  nation."  ••.|ui.>t  diplomacy"  has  often  generateil  skepticism 
as  to  whether  I  ohjections  to  human  right:  violations  were  foroe- 
fii  Iv  conveyed,  '(  lie  ca>e  foi  '  (juict  diplomacy"  is  that  no  government 
IS  likely  to  accc|)t  med.lling  in  its  internal  aflaiis  but  inav  bar<riiin  and 
«-onsider  infernal  <  liango  that  it  visibly  initiates. 

Another  approach  is  that  of  miiltilatVial  or  unilateral  economic  sa-ic- 
tinri.s.  Hhodesia.  tlieohly  . oiintry  agi:iiist  wlil/l,  the  I  "nited  N'at ions eiir- 
ruitly  imposes  economic  sanctions,  is  considered  by  many  to  Ix-  giiiltv 
of  violating  liunian  rights  by  its opoosition  to.self-(ieteruiiiiation  for  itjs 
black  majority  population.  The  I'liited  States  modified  it;-  adherence 
to  fh.'  .s,s  inity  t'oimcil  suuctions  by  permitiing  the  importation  of 
Kliodesiaii  cliiome  muler  section  aWVuI  the  Military  Procurement  Act 
of  1S>7l'.  .Vtier  rep»ated  efro,..ito  repeal  the  amendment,  die  !>.")th  Con- 
gix'ss  eiiacteil  legislation  to  halt  T.S.  importation  of  Kho<lesian  chrome 
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(P.L.  9r)^12,  8oe  Archived  Issue  Brief  74031,  Rhodtsia:  U.S.  Imports 
of  Chrome  Ore,  for  further  information). 

^  An  approac  h  whieli  has  been  usimI  nu  ently  by  UUh  (N)n^'rt\ss  and  the 
(  arter  Adniinistrat ion  hash,  i  n  toHuiit  oreut  (itf  pi-ovisioii  of  econoniie 
and  or  niilifMry  assistanev  to  tvrtaiu  rountries  deemed  in  ^ross  viola- 
tion of  eertain  hiiinnn  ri^rhts.  Another  approach  which  the  United 
States  may  takr  tt»  «v\pn>s  its  (bsph^asure  with  the  human  ights 
situation  in  21  ^ivi^u  iountry  is  to  stuer  or  hiuit  U.S.  diplomatic 
representation. 


Two  aspects  of  T.S.  policy  on  human  rights  have  caused  particu- 
lar controversy  in  recent  years.  One  was  silence  on  repn^sion  of  dis-^ 
aent  in  Communist  c  ountries,  especially  the  Soviet  Union.  The  second 
source  of  c^ontrovei-sy  was  U.S.  economic  and  military  assistance  to 
several  regimes  that  luui  In^en  widely  accused  of  gmssly  violating  the 
human  rights  of  tlieir  citizens.  The  Ford  Administration  a*  3d  on  the 
premise  that  U.S.  silence  on  human  rights  in  Communist  countries 
was  litikod  to  good  relati«)iis  with  the  Soviet  Union  and  to  progress  in 
world  peace  and  arms  limitation  agreements  (for  more  information 
see  issut*  brief  T7o:U  Human  Rights  in  Soviet-American  Relations). 
Tht»  Ford  .Vtlminist ration  also  took  the  position  that  any  cnit  in  aid 
made  on  the*  ground  of  human  rights  would  be  counterproductive, 
and  that  aid  prognims  allowed  the  United  States  to  maintain  con- 
tinued infliienct*  in  tbost*  (Wintries. 


and  detente  by  vocif  iDiisIy  speaking  out  against  numan  rights  viola- 
tions in  the  Soviet  Union  and  Eastern  Europe.  The  Carter  Adminis- 
tration has  stressed  that  it  is  Iryinir  to  bt»  evenhandcd  in  its  public 
comments  on  human  rights  in  a)l  countries.  Some  members  of  Con- 
press  have  ihaigi^d,  however,  that  U.S.  conc^ern  for  human  rights 
in  partinilar  countries  has  been  in  inverse  proportion  to  the  closeness 
of  t!ie  U.S.  relatioiiJ^hip  or  prospective  relationship  to  that  country. 
Thus,  in  this  view,  it  is  easy  to  i»x^)ress  concern  for  the  human  rights 
of  various  individuals  and  groups  \\\  such  a  traditional  "enemy"  state 
as  the  Sovic^t  Unicm,  while  little  public*  concern  is  expressed  about 
human  riijlits  situations  in  such  friendly  or  allic^d  states  as  the  Philip- 
pines or  South  Korea. 

On  tlie  other  su\v  of  tliis  position  are  those  who  sav  that  U.S.  human 
riirlits  pt>Iicv  lias  ft)riiM'il  tot  niuch  n'itn'isin  mi  ri^^itist  governments 
ofti*ii  fricMidly  tt>th«*  United  States,  such  »is  Chile*  and  Argentina,  while 
human  rights  violations  in  tH)mniiiiiist  countries  such  as  Cuba,  the 
People's  Hopublic  of  China  and  Vietnam  have  hardly  been  men- 
tioned In  this  view.  U.S.  human  rights  policy  has  been  preoccupied 
with  relatively  minor  abridgements  of  <*ortain  rights  in  authoritarian 
staffs  whilr  <>\ <'rlnt)kiMir  massivt*  violations  in  totalitarian  states. 
Concern  has  also  \n\^u  oxp'-t^sstnl  that  T-.S.  policy  has  l><>en  so  pre- 
occupied with  violatit>n^  in  southern  Africa,  that  little  has  l)een  done 
about  nllcired  vi<)lati«HL^  ui  such  countries  as  Ci\iinea  and  the  Central 
African  Empire. 


In  tin*  face  of  (•oMgrt»v>ioual  action,  Administratit'^n  poIicMcson  intcr- 
mitionul  humati  rights  iindi^rwent  significant  charges  in  the  197»V76 
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h^vuhI  Tlir  1!)7:{  human  ri^fits  lunirin^s  of  the  SulK^oiiiinittw  on  the 
nt(M!iatioii;il  Or^nmizations  and  Movonuiits  of  tlio  Hou.s<»  Foreijn^ 
AlFaiis  ( \)iiiiiiitt(»t»  luarkiMl  tlu^  first  t\i\\v  in  tUv  iUuiuW  that  Conpivss 
diiHN  tt'd  srrioiis  r(|n>i*li»ratioM  to  nirrrnl  drviOopnuMits  in  the  hxivv- 
national  hupian  rights  fiold.  Tliov  examined  proposals  desi^ied  to 
sireu^^then  the  role  of  the  TnitcMl  Nations  in  protortin^r  human  rijEfhts, 
and  to  explore  tin*  ad\  isaUility  of  trivinjjr  huiinm  rij^hts  a  higher  prior- 
ity in  the  hierarvliy  of  I  ,S.  foreij^ni  polit  y  ohjectives.  In  the  spring  of 
VMi  from  tlio>*»  hearing's  eiiu»r|ifi'd  a  report,  entitled,  '•Ilnnum  Rights 
in  tlie  VVorld  (^aniniinity :  A  Call  for  T.S.  U^adership,''  Si^in^r  29 
reeoinnii'iidations  ad(h'es>injr  the  luumiu  rights  issues  of  the  day. 

Later  that  veai*.  Congressman  Fraser,  (^haiiman  of  the  Inti^rna- 
tional  Or^aiii/at ion  .Suhcommittee  reported  that  many  of  tlu»  orga* 
ni/ational  rhan^^es  rtuommendcd  in  the  report  had  heen  adopted  l)y 
the  Depaitment  of  Statt*.  Amon^  surh  reeonnnendutions  was  the 
tiesijjnation  of  human  rights  oflieei-s  in  all  State  Department  geo- 
graphir  hureaus.  A  father  reconuner.dat ion  fen*  creation  of  position 
of  speriul  assistant  on  luunan  rights  in  the  Deputy  Secivtarv  s  Office, 
to  insure  the  eonsitleration  of  hunum  rights  factoiN  at  the  policy 
nuikin^  level,  was  iinpleiniMited  in  niid-107r)  hy  creation  of  an  Office 
of  Ilununiitaiian  AtTaiiv.  A  new  position  of  Assistant  Legal  Adviser 
for  Ilunuinitarian  Rights  responsihh'  for  legal  nuittei^s  a ifectiug  hu- 
num rigiits  was  also  create^!. 

Anothei'  arena  where  official  I'.S.  [mlicy  appeared  to  follow  the  n^c- 
oiiunendatious  of  the  Intenuitional  Organization  SulKM)nunittee  was 
in  voieing  a  st rongei  ronciMu  for  human  rights  violations  in  such 
iutcrnationiil  oig:n)i/a:ii>ns  as  the  diited  Naticuis.  In  March  1075, 
r.S.  Kt^prcMMitativ*'  to  the  United  Nations,  Andaissador  John  Scali, 
in  a  spfiM'h  whu  li  deploretl  the  hu'k  of  progress  in  hununi  i-iglits  made 
hy  the  Tnited  \ation<  in  over  !M)  years.  aTnu>unced  that  the  I'^nited 
States  would  take  a  new  approach  to  hunum  rights  at  the  ITnited 
NatitMis.  lie  e\phiiuc«l  that  on  Ke!>.  (1,  11)75,  Sei'ivtary  Kissinger  had 
i'wtrurted  tlic  T.S.  Delegation  to  tin*  Hnuuin  Rights  Coiumission  in 
(leiu^xa  to  support  the  Conuuission's  conduct  of  thorough  studies  on 
allegetl  hununi  rights  violatimts  anywhcn*  in  the  world  in  msponse 
t*>  t-oniplaint^  tt>  tlu*  Conuuission  that  indicMitcd  a  consistent  pattern 
of  gi-o>s  and  rt  liaM\  attested  to  violations.  The  new  policy  wouldmean 
that  the  Tnited  States  would  support  intertuitional  inquiries  into 
alletred  luunan  right-  \  iolations  in  nations  regardcMl  as  friends  as  well 
as  adve!Na»M's.  In  following  this  new  policy  the*  United  States  an- 
nounced s  ri  for  t\w  \\S.  Hunuin  Rights  (\unmissiou's  studv  of 
the  -^ituatioh  in  Chile. 

SuhsccpHMit  statenuMits  in  various  international  forums  also 

called  tor  strengtliened  international  programs  and  nuichinery  for  the 
promotion  and  protection  of  liunuKi  rights.  TImis  on  November  24, 
197(k  r.S.  Kcppvst^iitative  to  the  lluited  Nations,  Vmhassador  Wil- 
liam Seianton.  charged  that  needed  aetion  on  hunuui  riphts  violations 
hv  the  r.\.  nuu;:iM  Uights  Conunission  had  died  amid  pro(^edu\^l 
tl'iftirulties  and  suggested  that  the  Third  (Vaumittee  cstahlish  etTective 
mechanisms  that  coiild  initiate  control  on  a  particulu!  ahus(^  of  human 
rights  hefon^  it  Inromes  a  global!  issue.  .^Wmilarly  (m  June  8,  lOTf?  Sec- 
retary of  State  Kissinger  in  an  address  before  the  General  Assembly 
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of  the  Oiynni/ation  of  Ainrrit^an  States  (OAS)  nieetinif  in  Santiaijo, 
C  hile  condoiiuuMi  CWiWs  violations  of  "elemental  inteniational  stand- 
ards of  human  liirhts;'  warnin^^  that  U.S.  relations  with  Chile  would 
be  impaired  until  i  han^s  were  made.  He  also  called  on  the  OAS  to 
broaden  the  powers  of  its  Human  Rights  (Commission. 

Yet,  in  an  (XloU^r  20,  l!)7iJ  s|wc»c»h  Secretary  Kissinger  said  that  the 
IJnited  States  must  iwognize  its  limitations  in  dealing  with  the  issue 
of  human  rights  violations  in  other  countries.  He  stated  tliat  "quiet 
diplomacy''  often  is  more  etfective  than  a  "public  crusade/'  (Caution 
was  also  reflected  in  State  Department  responses  to  congressional  ini- 
tiatives m  the  human  rights  aiva.  Thus  in  response  to  section  502B  of 
the  Foi-eign  Assistance  Act  of  1974  by  which  the  President  was  to 
ailvise  the  ( 'nngivss  of  extraortlinary  circumstances  necessitating  secu- 
rity assistance  to  a:  v  government  engaging  in  gross  human  rights  vio- 
lations, an  unsigned,  summary  report,  entitled,  "Report  to  the  Con- 
gress on  the  Human  Rights  Situation  in  Countries  Receiving  U.S. 
Security  Assistant"  was  transmitted  on  Nov.  14,  1975  to  Congress.. 
The  repoit  c<)n(»lud''d  that  human  rights  violations  were  common 
events  thmiighoiiL  the  world  occurring  both  in  countries  receiving 
U»S.  assistance  and  in  those  which  did  not: 

In  view  of  the  widespread  nature  of  human  rights  violations 
iri  the  world,  we  have  found  no  adequately  objective  way  to  make 
tlistiiu'tit>iis  of  degree  between  nations.  This  fact  leads  us,  there- 
fore, to  the  conclusion  that  neither  the  U.S.  security  interest  nor 
the  human  righis  (»au  would  be  properly  served  oy  the  public 
ol)lo<|uy  and  impaired  relations  witJi  security  assistance  recipient 
countries  that  would  follow  the  making  of  inherently  subjective 
U.S.  Governiiient  determinations  that  ^'gross*^  violat'  ns  do  or  do 
not  twist  or  that  ;i  "consistent''  pattern  of  such  violations  does  or 
dm's  not  exist  in  such  countries. 
The  repcM-t  con>  hided  that  •Vniiet  but  forceful  diplomacy"  continued 
to  be  th.e  best  way  to  improvi*  numan  rights  matters. 

iirMAN  KHiirrs  a*  rivirv  im  rincj  thk  ( Aim:R  administration 

Presiilc^nt  CurttM  U»gan  his  term  with  a  clear  commitment  to  human 
rights  lM)tli  at  home  and  abroad.  In  his  first  few  months  in  office  he 
spokt*  out  alH)iit  huiuan  rights  abuses  in  the  Soviet  Union  and  Czecho- 
slovakia»  wvoto  a  Ictt*  r  to  Soviet  dissident,  Andrei  Sakharov  and  re- 
t*eived  t\\r  »\\ih»d  VhMiimir  Hukiivsky  at  tlu»  White  House.  Moreover, 
aid  reductions  tt>  Kthiopiu,  .Vrg(»ntina,  und  I'ruguay  were  announced 
because  t)f  their  huiuari  I'ights  poli(»ies. 

PrcsidtMit  Cartel'  in  his  Mar.  17,  1977  spee(»h  at  the  United  Nations 
railed  for  st n^riirthtMiing  of  tlu»  ITunuin  Rights  Commission  and 

f(>r  the  iniphMutMitatiou  of  a  I  J  yeai'ohi  pi'0|M)sal  for  the  establislmient 
of  an  iiuleueiuh^rU  l\N.  Couimission  M*  for  Human  Rights.  He  also 
pledge<{  his  iutt»ntion  to  stn^k  approval  for  U.S»  ratification  of  some  of 
the  r.N.  hipnm  rights  instrunu^nts — namely,  the  Covenant  on  Eco- 
iu>mi(*,  StH'ia!  and  Cultural  Hights,  aiid  the  Covenant  un  Civil  and 
lN>lit:cnl  Ki^^hts  as  wt»ll  as  the  U.N.  (Jenocide  (Convention  and  the 
Conventicui  on  the  Kliniiiuit  ion  of  all  Forms  of  Racial  Discrimination. 
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President  ( 'arUn  also  unequivocally  stated  the  pcxsition  thai,  the  U.S. 
(iovenunent  considers  human  rights  to  l>e  a  niatU^'  of  intornationoJ 
concern : 

All  signatories  of  the  U.N.  (Iiaiter  have  pledged  themselves 
to  observe  and  ivsi)ect  basic  human  rights.  This  no  rnembiu'  of 
the  United  Xations  (»an  chuii»  that  nusti-eatment  of  its  citizens 
IS  solely  its  own  business.  Equally,  no  member  can  avoid  its  re- 
sfKmsibilities  to  review  and  to  spi»ak  when  torture  or  unwarranted 
deprivation  of  frcH}doni  wcurs  in  any  putt  of  .he  world. 
Iit*ss  than  a  inonth  later  the  Pivsident,  in  a  Pan  American  Day 
s|HHM»h  <m  April  14,  pledginl  increased  support  for  the  Inter-American 
Comnnssion  on  Human  Kijfhts,  Ids  intention  to  sign  the  American 
Convention  on  Human  Kignts,  and  support  for  broadened  programs 
for  aidmg  refugees. 

A  human  riglits  report  on  H2  countries  was  submitted  to  Congress 
in  Maivh  1977  by  the  Department  of  State  in  compliance  with  the  i-e- 
quirement  in  section  no^B  of  the  Foreign  Assistance  Act  of  1961  as 
amended,  that  such  a  ivport  U»  transmitted  aimually  as  part  of  the 
pn»S4»ntati()n  mattTials  for  security  assistance  programs.  This  report 
submitted  by  the  (^irtcr  Administration  but  compliecl  for  the  mott 
part  by  its  predecessor  was  criticized  l)y  human  rights  activists  as  too 
cautious  and  bhiud.  In  pi^)test  to  the  State  Department  re|K)rt  on  their 
human  rights  practices  and  the  earlier  U.S.  annov.nceinent  of  aid  re- 
ductions to  :{  countries  I)e<'aus4»  of  their  human  rights  activities,  five 
Latin  American  countries,  El  Salvador,  Argentina,  Brazil,  Guate- 
nulla,  ami  Uruguay  reiuiunced  V     military  aid. 

The  ivport  submitted  in  1!>7S  covered  1()5  vountries  proposed  as  re- 
cipients of  econnmic  ami  security  as^istam'c.  The  descriptions  in  this 
re|Hut  were  somewhat  more  d(»talled,  but  varied  from  country  to  coun- 
try an<l  region  to  region.  'I'lie  ov(»raII  congressioiuil  reaction  was  one 
of  dissatisfaction.  Some  wanted  reports  oi»  all  countries  including 
the  Soviet  I  niou.  the  People's  Hepiihlic of  (^hiiui  and  Cnbn.  Others 
wanted  inelnsion  of  ronntrit^s  like  Hra/il  and  Chile  (which  were  not 
propositi  as  tlscal  yea/  79  aid  reeipienfs  uiuler  the  sections  llii  and 
M>2l\  report iuAT  riMiuiivment).  Those  favoring  strong  public  action 
by  the  T.S.  on  huimin  rights  found  the  State  Depailnuuit  report  too 
^•autious ;  on  tlu  Mum  hand,  critics  of  the  program  pointed  to  the  dan- 
ger and  imprarl  ality  of  re^juii'ing  St^ite  to  write  ()l)en  ^M'<»port  cards" 
<Hi  counti'ies  with  which  it  was  trying  to  nuiintain  g(K)d  relations. 
Most  observeiN  auficed  that  under  thes^*  circ  umstan<»es. <)bjectiv(».  forth- 
right public  repoi'ts  t  ould  not  Ih»  expe(»t<»d. 

The  1971*  repoi't  which  im  iuded  1  !*>  countries  provoked  less  geiuM'al 
c<uigressional  and  |Miblic  reaction  than  eaiiier  repoits.  c.\<»ept  for  the 
section  alleging  the  routine  use  of  t<u1ure  in  Israeli  (M  cnpitMl  territories. 

At  the  emj  of  194't5  ( 'ongress  had  also  required,  umler  sectioii  r>02H(c) 
of  the  Foroiorn  Assistance  Art  of  1!>(11  as  amended,  that  the  Depart- 
ment ()f  State  snlanit  reports  on  human  rights  ami  T.S.  poli(\v  in  six 
countries  Aigeutina,  Haiti.  Indom^sia,  Iraii.  Peiu.  and  the'lMiilip- 
pines.  These  were  submitted  to  Congi  ess  as  HMpiinMl  in  DcM-endHU*  197t). 

During  the  sjiring  of  1977  Administration  statements  on  human 
rights  emphasi/rd  «'ralism  ami  limits  on  (".S.  a(*tion  in  this  area.  In  a 
speech  on  April  :U),  977  S(»cretai'y  of  State  \'ance,  while  emphasizing 
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the  U.S.  roiumitmcnt  to  huiimii  li^'hts,  oxplained  that  the  promotion 
Of  human  njjhts  must  Im-  inilistir,  avoidin^r  ri.ri.lity  and  an  uttpmi)t  to 
iniposo  AintTican  viiliu's  <m  others.  He  noted  that  thm'  ar«  constraints 
on  U.S.  policy  ni  this  iiica  and  that  U.S.  iM)Hcy  sliould  determined 
nexihihty  on  a  roimtrv  hy  .•oimtiy  |,asis.  Seoictiii  v  Vamr  also  (U'fincd 
human  rights  as  consisting  of  :j  parts-  -integrity  of  t  lie  individual,  ful- 
hllniont  of  basic  hiiiuan  needs,  and  civil  and  political  lil)erties.  He  listed 
questions  which  the  Tiiited  Slates  might  ask  in  deciding  its  human 
rights  policA-  toward  each  individual  count  ry.  Attempts  are  being  made 
witliin  the  State  Department  to  elahorate  on  the  principles  outlined  in 
tins  speech  I  ntil  such  elalMjiatioii  is  completed,  the  speech  forms  the 
basic  guideline  for  State  Department  activity  in  the  human  rights  ami. 

Kecent  Administration  actions  and  statements  on  human  rights  seem 
to  ivMect  a  more  »-aiitioiis  position.  I'uhlic  statements  criticizing  human 
rights  con(ht  ions  in  other  countries  have  not  been  issued.  The  quiet  dip- 
lomatic aijproach  in  a.lv(K  ating  improvements  in  human  rights  situa- 
V'rT  '';•'•.'•<>""(. I'K's  appeal  s  to  Ih'  the  recent  Administration  course. 
I  .S.  othciais  111  various  contacts  with  foreign  counterparts  (for  exam- 
ple, Secivtaiy  of  State  Vance  dui  iiifr  his  November  1!>V7  trip  to  Brazil, 
Argentina,  and  \  ene/uela)  are  lei.oi  tediv  discus..  >r  luiinan  rights  in 
private,  hut  little  i^saul  publicly.  In  contia.st  to  his  ..larch  1!)77 speech, 
I  iTsuleni  (  ai  te.  s(),  t„ber4,  l!>77  .speech  at  the  United  Nations  did  not 
iiientioii  the  topic  of  human  rights  at  all. 

President  Carter  di«l  sign  (as  he  pledged  in  his  spring  of  19'<'' 
.species)  the  .Vineruaii  Uoii  vent  ion  cm  Human  Rights  on  June  1,  1977, 
*!  I  fl  i  '  '"V"'"'""""^'  <  "tenants  on  Keoiiomic.  Social,  and  Cul- 
tural Uights  and  on  Civil  and  Political  Rights  on  October  .5,  1977. 
Ihesc  treaties  along  with  the  Imeiiiatioiial  Convention  on  the  Elimi- 
nation of  .Ml  1', mils  of  Racial  1  )iscrimiiiat i(ai  (signed  l>v  the  U.S  in 
l.»M,),  w(.ie  siibmitte.l  to  the  .Senate  for  its  advice  and  consent  to  rati- 
licationoii  r eliruary  1!)7S. 

The  Carter  Administration  has  differed  with  the  Congress  and  the 
two  Houses  of  ( 'ongiess  have  differed  with  each  oth.er  on  some  human 
nght.s  legislation  enacted  during  the  95111  Congress.  On  Apr.  6,  1977, 
the  House  by  voice  vote  agreed  to  human  rights  amendments  to  H.R. 
.0»-J.  aiitlioiizmg  I  .S.  contributions  to  intciiiat ioiial  financial  institu- 
tions. One  of  these  aiiieiidnieiits  ie(|uirc(l  U.S.  ofticials  of  all  interna- 
tu.iial  lending  iiist  it  iiti.uis  t vo(,>  against  extending  financial  assistance 
to  any  .ouiitry  foiiml  to  ha .  e  a  coii^istciit  |)atteni  of  gro.sM  viola- 
tions of  huiiian  rights.  This  amendment  was  agreed  to  despite  the 
opposition  of  President  Carter  who  descrilnMl  such  an  approach  to 
human  rights  "at  once  too  lenient  and  too  rigid."  The  President  had 
favored  an  auieiidnieiit  wlii»-|i  ,.|i,  (,uraged  (but  did  not  reipiiiv)  Ameri- 
can representatives  to  international  lending  organizations  to  seek  to 
channel  loans  to  countries  other  tlian  those  engaging  in  a  consistent 
pattern  of  gross  violations  of  inteniationall v  recognized  human  rights. 
The  Senate  on  .liiiic  1 1.  1977.  agreed  with  the  President's  position  not 
re<|mriiig  automatic  rejection  of  aid  to  nations  found  violating  human 
right.x,  an<l  so  the  Senate  version  of  H.R.  rm2  contained  no  section 
comparable  to  the  abo-  ited  human  rights  provision  in  the  Hou.se 
hill.  Tlie  coaiiiiittee  of  conference  retained  the  House  version  of  the 
iiieasiire  except  for  the  maiidatoi  v  '  no"  vote.  The  hill  as  finally  en- 
acted (Public  haw  95-118)  rc  .  lircd  U.S.  representatives  to  these 
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institutions  to  "oppose''  all  assistance  to  countries  engapring  in  a  con- 
i«tenr  putttM'u  of  gross  violations  of  human  rights  ur'ess  such  assist- 
anoi'k  diiXH  tly  s4m-  esthe  hunmii  nmisof  theoitizcnsof  such  country. 

A  si::iilar  (livcrgeu<'<»  in  congressional  and  oxocutivo  views  arose  over 
provisions  in  the  Foreign  Assistance  and  Related  Programs  Appro- 
pritttions  At  t,  (Public  I^w  95-148),  As  finallv  worked  out  after 
intercession  In  President  Carter,  the  measure  prohibited  direct  U.S. 
aiil  for  rganda,  Vietnam,  Tanihodia,  Laos,  Angola,  Mozambique,  and 
('uha.  The  House  had  voted  in  June  to  prohibit  international  finan- 
cial institutions  from  using  T.S.  funds  for  assisting  the  Lbove  listed 
countries,  because  of  their  \hx)v  hunuui  rights  records. 

In  Augusts  after  World  Bank  President  Uobert  McNauiara  warned 
that  that  institution  would  not  accept  U.S.  funds  under  the  restric- 
tions specified  by  the  IIoust».passed  measure,  the  Senate  deleted  such  a 
provision  from  the  bill.  After  a  House-Senate  (Conference  was  unable 
to  resolve  the  issue,  l^resident  Carter  (opi)osed  to  the  House  vei'sion) 
\wt  vvith  (X)ngressional  leaders  on  Sept.  30,  1977,  to  work  out  a  com- 
promise. On  Oct.  ()tli  the  Pivsident  wrote  a  letter  to  Chimice  Long, 
(Muiiniuin  of  the  Foreign  Openitions  SulHwnmittee  of  the  House 
.VpjMoprintions  roinmittee,  in  which  Carter  promised  to  instruct  the 
U.S.  representatives  to  international  lending  institutions  to  oppose 
and  vote  against  any  loatis  to  the  seven  named  countries  during  fiscal 
year  P>7s.  The  legislation  as  finally  enacted  into  law  prohibited  dii-ect 
U.S.  aid  to  the  seven  countnes. 

Ry  tlie  end  of  1078,  hunum  rights  provisions  had  been  added  to  the 
full  rangi*  of  U.S.  foivijur^  assistance  programs — from  the  Interna- 
tional Monetaiy  Fimds  Supplementary  Financing  Facility  to  inter- 
national militaiy  ediication  and  training  i)mgrams  to  programs  of  the 
OverstMis  Private  I  in  est inent  roriH)nition.  At  the  sanu»  time,  there  was 
a  I'leai-  indit-ation  of  lirnits  on  tne  kiiul  of  lumian  rights  provisions 
Congress  would  eontituie  to  support.  A  strong  hunum  rights  provision 
added  to  h^ifislat ioti  on  the  International  Monetary  Funds  Supple- 
mentary FinatuMng  Facility  was  passed  hy  the  House,  but  was  over- 
whelmingly defeated  by  the  Senate  and  deh»ted  from  the  final  legisla- 
tion. Similarly,  with  the  Carter  Administration  strongly  campaigning 
against  the  addition  of  stringent  himian  rights  provisions  to  Export- 
Fmpoii  Bank  legislation,  the  House  overwhelmingly  refused  to  add  a 
reqniivment  that  the  Export- Import  Bank  be  barred  from  advancing 
loans  to  human  rights  violators.  The  basic  argument  against  the 
amendiia^nt  was  that  the  I^ank  was  con(»erned  not  with  aid  but  trade. 
In  this  view,  although  Congress  might  have  no  particular  hesitation 
almut  restricting  U..^.  aid,  it  was  another  matter  to  place  restrictions 
on  an  institution  whose  purpose  was  to  promote  the  export  of  Ameri- 
can goods  and  thus  to  help  \yot\\  unemployment  and  the  balance  of 
payments. 

HUMAN  RIOIIT?  IJ-^OlSI.vnON  ENA(  TKH  SINCE  197.1 

Current  congressional  legislative  initiatives  on  international  human 
rights  Ivgan  in  197:^  Sinee  the  enactment  of  the  initial  197:}  measures, 
provisions  ivlating  to  luunan  rights  have  been  incorporated  into  almost 
every  major  pieee  of  legislation  ivlaiing  to  foreign  relations.  Enacted 
human  rights  provisions  are  annually  undergoing  amendment,  expan- 
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sion,  or  irfiiioiiu'nt.  The  human  riifhts  provisions  enacted  through  the 
eml  of  l»78  un-  th  st  iilxHl  in  the  following?  .summary  (by  year  and  by 

Act  /  • 

im 

Fonlyn  .UsiMarwi:  Avt  of  1973,  Piiblic  Law  93-189,  Dec.  17, 

Expn.ssod  tho  stMiM»  of  (  oiijfross  that  Hio  FresidiMit  deny  economic 
or  militurv  asMstaiuo  to  any  txmntry  which  interned  or  imprisoned 
Its  citizens  for  polit  ical  purposes. 

Prohihited  use  of  funds  avaihihlo  under  the  Forei^rn  Assistance  Act 
for  pohce  training  or  rehited  i>rojrrains  in  a  foreign  country. 

KxpresMMl  the  seiisr  of  (\)njfress  that  the  President  should  take  cer- 
tam  actions  ndatin^r  tn  protec  tion  of  human  rights  in  Chile. 

Fof^ign  AHHUttmce  Act  of  mi^,  Public  Law  Dec,  30, 

197Ji, 

Expmsst^d  the  sense*  of  (^ongivss  that  ^'except  in  extraordinary  cir- 
ciunstanres,  the  President  slui  11  substantially  i-educv  or  teiminate  secu- 
rity assistance  to  any  goviM  iiment  which  engages  in  a  consistent  pattern 
of  groK^  viohitions  oi  internationally  ivcognized  human  rights,  includ- 
ing  torturi*  or  cruel,  inhuman  or  degrading  treatment  or  punishment; 
prolo!igt*d  <letentioii  without  char^\s;  or  other  flagnint  denials  of  the 
right  to  hfe.  liUuty.  and  the  st^Mirity  of  pei^on."  If  assistance  were  to 
be  furnished  di^spiti*  human  rights  violations,  the  President  was  to 
adyist^  Congress  of  the  extraordinary  circumstances  necessitating  the 
assistance. 

Prohibited  use  of  funds  available  under  the  Foreign  Assistance  Act 
for  training  or  any  Hnaneial  support  for  police,  prisons  or  any  pro- 
gram  of  internal  intelligt»mv  or  surveillance  on  behalf  of  anv  foreign 
government. 

All  military  assistance  to  Chile  was  prohibited  and  economic  as- 
sistant^ was  limiti'd  to$:25  million. 

Called  ()n  (bo  Cnited  States  to  encounige  CN.  support  for  a  peace- 
ful transition  to  independence,  ncfrotiated  settlement  of  all  differences, 
and  ^^protection  of  human  rights  of  all  citizens''  in  Angola,  Mozam- 
bique, and  Guinea  Bissau. 

Tiiuii  Xi  f  of  ani  I'uhfir  Law  Mils,  Jifn,,i,  1975 
Tietl  most  favored -nation  treatment  in  trade  witli  nonmarket  econ- 
omy coui\tries  to  tlu»  maintenance  of  freedom  of  emigration  from  such 
countries. 

1975 

Inti'matitmal  />f  rrlo/wu  nt  (rn/I  Food  As,Hht<i7ice  Art  of  1975^ 
Pubtif  Law  .^i  //;/.  Drr.20. 1975 

Prohibited  economic  a>vsistance  to  any  country  whicli  consistently 
violates  internationally  recognized  human  rights  unless  the  aid  will 
directly  benefit  the  needy.  Tn  determining  whether  this  standard  was 
lH>ing  met.  the  foreigi.  relations  committees  of  either  Horise  could  re- 
quire a  written  n^port  demonstrating  that  sndi  assistance  would  di- 
rectly benefit  the  needy  |>eople.  If  either  committee  or  House  of  Con- 
gre.ss  disagreed  with  the  justification,  action  to  terminate  assistanc^e 
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miffht  bi^  initiated.  In  determining  whether  a  country  was  a  human 
rightK  violator,  consideration  was  to  hi*  gwvn  to  the  extent  of  coopera- 
tion of  such  government  witii  investigations  by  international  organiza- 
tions. The  Pivsident  was  anrmally  to  transmit  to  Congress  a  report  on 
compliance  with  these  provisions. 

^  Economic  assistance  to  Chih»  was  limited  to  $90  million  during 
fiscal  year  1976. 

im 

InU'v-Ami  riran  Ih  r^'/opmt  nt  liatdc  and  Afruan  Deiriopment 
Futuls  ruhllc  /Mir  nl^^Uhi.  May  JJ,  tWi 
Authorized  and  tlirected  the  T.S.  executive  directors  of  these  in- 
stitutions to  vote  against  any  loan  or  assistance  to  any  country  which 
consi.steiitly  viohites  internationullv  n»cognized  human  rights  unless 
such  assistance  \v<)uhl  directly  henetit  the  needy  people  in  such  country. 
In  <leteriuining  whether  tins  stiindard  was  l>eing  nu»t,  the  House  and 
Senate  f<)reign  relations  committees  and  the  House  Committee  on 
Hanking,  Currency,  and  Housing  weiv  authorized  to  recpiire  informa- 
tion which  woidd  identify  whether  assistance  to  siich  country  would 
<lin*ctly  henetit  the  luvdy  people. 

InUrnntumol  Saurity  Assistance  ami  Ann.s  Kxport  Contra] 
Ai  t.  VuhVu  Law  !Ki-.>^fK  Imw  ^iO,  IU7(l 

Established  as  a  princ  ipal  goal  of  CS.  foreign  policy  the  nromo- 
tion  of  iiu'ivased  observance  of  internationally  recognized  hunmn 
rights  by  all  coiintries.  F'stablished  as  U.S.  policy  the  prohil)ition  of 
security  assistance  to  governments  (hat  engage  in  a  consistent  pattern 
of  gross  vi<)lati<>ns  <)f  inteiiuitionally  recognized  hunuui  rights. 

Established  within  the  Departuieia  of  State  a  Coordinator  for  Hu- 
man Rights  and  Hunmnitarum  AflTairs  to  be  appointed  by  the  Presi- 
dent with  the  advice  juul  consent  of  the  Senate. 

Required  tin*  Set^retai^  of  State  to  submit  reports  each  fiscal  year  on 
human  rights  puictitcs  in  each  count i*y  proposed  as  a  recipient  of 
security  assistance. 

Require<l  that  upon  lequest  of  elthei'  the  Hons*  of  Senate  or  of 
either  foreign  relations  conunittee,  the  Secretary  of  State  prepare, 
with  th<»  assistaiuM*  of  the  Cooidinator,  a  statement  on  a  designated 
country's  hunuin  l  ights  prattii'cs  including  infonuation  on  the  steps 
the  United  States  had  taken  to  promote  hunuui  rights  in  thnt  country. 

EstablisluMl  that,  if  sucli  a  statement  on  a  desigiuited  country  is  not 
transnuttctl  within  days,  se<'urity  assistance  to  that  country  would 
ceast^  until  the  statement  was  transmitted. 

Provided  that  after  the  re<juested  statenu»nt  was  transmitted.  Con- 
gress might  reduce  or  cut  off  security  assistance  to  the  designated 
country  by  adopt  ion  of  a  joint  ivsolut  ion. 

Expressed  tlie  concern  of  Congress  foi*  the  erosion  of  civil  liberties 
in  South  Korea  an<l  reijuested  the  IVesidcnt  to  conununieate  this  con- 
cern in  foi'ct^ful  terms  to  the  South  Korean  government. 

Terminated  nulitary  assistance  to  Chile  and  liMiited  economic  as- 
sistance to  $27.5  million. 

FoTf'i(;n  Asshtanre  afuf  Rehittd  Procjiwm  Appropi^iatioyus  Art^ 
1977.  Public  Lau^  H-W.  Oct.  l[  1976 
Prohibited  military  assistance  to  Uruguay. 
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I ntrr national  l><  rrlapvunt  and  Food  AsHistatur  Act  of  1977^ 
Vubliv  Lfun       .SW,  Auij.  l{)77 

UiM|niivd  the  Atliniiiistrator  ov  AID  in  roiisiiltatitm  with  the  Co- 
orUiimttM'  for  Ilunuin  Kin:hts  and  Iluiiiaii  Affairs  to  t  tmsidcr  specific 
actions  which  luivi*  hwn  taken  by  the  I'resitlent  or  (\)ngres.s  ivTating 
to  ninltilateml  assistaiue  or  sirurity  assistance  Ihransi^  of  human 
rights  |>ra4tiii»s  or  ^>oliritvs, 

Revis<^d  the  oxistm^r  reiM)itin^  retiuireintMit  inandatin^r  that  the 
herretarv  of  Statt^  trnnsuiit  to  (\Mi);ress,  by  .lanuary  :U  of  ecah  year, 
a  full  report  on  tht*  status  ot  internat ioiuilfy  reto^nized  human  rlphts 
in  the  countries  reeeivinj;  (h»yeh)|)inrnt  assistance,  including  the  steps 
the  Administrator  luid  taken  to  alter  !\S,  programs  in  any  country 
because  of  human  ri^'\t  4'onsiderMtious. 

Karmniked  iu)t  U\ss  than  $7:)iMMM)  to  used  for  studies  to  identify 
and  for  carrying  out  programs  ami  activities  which  encourage  or  pro- 
niote  increased  ohstMvuiice  of  civil  and  political  rights  as  set  forth 
in  the  (Universal  Dcclaratitui  of  Human  Rights. 

Section  of  this  legislation  added  a  new  section  112  to  Public 
Law  480,  title  I,  pn>;rniiiis  whirh  prohibitcnl  entry  into  any  agreement 
umler  that  title  to  linance  the  sjile  of  agricultural  ccunmodities  to  the 

eovernmcnt  of  any  n)uiitrv  which  engages  in  a  consistent  pattern  of 
uman  rights  violatit)ns,  unless  such  agreement  would  l>enefitthe  needy 
people  in  such  i*ountry. 

/ntt  nurtwmf/  Nrrv/vvVy  Ad  of  1977,  Pitblic  Law  95- 

fL\  An(/.  :\  1977 

Kxpresstd  the  si'iise  oi  the  (\)ngress  that  the  rnited  States  supports 
"an  internatioiuilly  nrogiii/.etl  constitiitiomil  settlenuMit  of  the  Rho- 
desian  ctudlict  leading  promptly  to  majority  rule  based  upon  demo- 
cratic principles  ami  upholding  basic  I'uiman  rights.'' 

Prohibitiul  assistaiae,  credits  t>i  sah^s  to  Argentina.  The  House  bill 
had  ainemhul  seifion  ui  the  Fiuvign  Assistance  Act  to  prohibit 
military  assistance  and  saliv<  which  would  aid  the  etforts  of  foreign 
governiiuMits  to  rcpivss  the  legitimate  rights  of  their  citi/ens  contrary 
to  the  Tnivei-sal  1  >eelai'ntion  of  Ilunuin  liights.  This  provision  was 
deleted  by  the  ( *on  fei'iMice  Committee. 

Fon  U/n  Rf  lation.s  Author}. -Ration  Act,  I97S,  Puhlio  Law  95-105^ 
An;/.  17.  1977 

Klevated  the  Cotu'diiintor  ft)r  Human  Rights  and  Hunumitarian  Af- 
fairs to  an  Assistant  Set  ietury  for  Ilunuin  Rights  and  Hunumitarian 
Affairs.  It  also  retiuireil  the  Secietary  of  State  by  Jan.  :U,  1978,  to 
transmit  tt>  Congiess  w  ct>mprehensive  rewrt  on  the  Office  of  the  As- 
sistant Seci'etaiy  "inchnling  its  current  mandate  and  o|)erations,  the 
nuiiulate  and  opt^rations  xA  its  piM»d(»ccssoi*  offices,  autl  proposals  for 
the  i-eingani/.ations  of  the  Department  of  State*  that  would  strengthen 
huinan  rights  and  lumianitaiian  considerations  in  the  conduct  of 
United  States  foreign  policy," 

(^alled  f^n  the  FnittMl  States  to  consider  proposals  for  reforming 
and  n»structuring  the  systems  which  would  impix>ve  coordina- 

tion of  and  ex|)and  l\X.  uctivitieson  behalf  of  human  rights. 
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Exprossod  t!u»  sense  of  the  Con^rnvss  that  Tuba's  disrospec^t  for  the 
huinan  rights  of  individuals  must  1h>  taken  into  acuount  in  any  nego* 
tiations  t4)  vard  nornmlization  of  ivlat ions  with  that  country. 

Auth4>t%2atiim  for  IntematimuU  Finafwlal  In^titutioiu^  Public 
Lain  fK'i  IIS,  Oct.  J,  1977 

Provided  that  the  U.S.  (iovei  ninent  shall  advance  the  causi^  of  hu- 
man rights  tlirougli  those  organizations  by  staking  to  channel  assist- 
ance to  countries  otlier  tlian  tliost*  which  show  a  consistent  pattern  of 
groKs  violations  of  lunnan  rights.  The  United  States  is  tos<»elc  to  chan- 
nel assistance  to  projects  which  address  the  basic  huinan  needs  of  the 
|HM)ple  of  tlie  rts  ipient  <»ountry.  Tlic  Secretaries  of  State  and  Treasury 
aiv  t<)  submit  an  annual  report  to  Congress  on  pi*ograms  in  achieving 
tlie  human  rights  goals  in  this  section.  The  U.S.  executive  diix^ctors 
of  the  international  financial  institutions  are  to  opposi'  any  loan,  any 
extension  of  Hnancial  assistant  e  or  any  technical  assistance  to  couu- 


ti<mally  recognized  hunuui  rights  or  providing  ivfuge  to  individuals 
committing  acts  of  international  terrorism  by  hijacking  aircraft,  un- 
less such  programs  serve  basic  I:  ;iman  needs. 

Required  the  U.S.  (tovcrnment  to  initiate  consultations  with  other 
nations  to  develop  a  standard  for  meeting  basic  human  needs  and  pro- 
tecting hunuin  rights  and  a  mechanism  to  insure  that  the  rewards  of 
Internatiomil  economic  cooperation  aiv  especially  available  to  those 
subscribing  to  such  standards. 

Export  Import  Ihuik  Aot  of  WI^'>  A  mendnu  ntH^  Pnhtic  Law 
!h'y-ljf.i,  Oct.  Tit;,  1977 

Amended  section  2(b)(1)(H)  of  the  p:xport-Im|)ort  Rank  Act  of 
l})45  relating  io  tlie  [uilicy  of  the  United  States  on  loans  by  rec^uiring 
the  Hoard  of  Direi^tors  to  "take  into  account,  in  consultation  with  the 
Secretary  of  State,  the  observance  of  and  respect  for  human  rights  in 
the  country  to  receive  the  exports  supported  l)y  a  loan  or  financial 
guarante4'  and  the  etfect  such  exports  nuiy  have  on  human  rights  in 
sucli  country.'' 

Foreign  A,s»i^taru*t  ond  Iirfated  Programs  Appropriati/rrX'S  Acty 
Pubfic  Lair  !h'>^l48,  Oct.  SU  1977 
liarrinl  military  education  and  training  funds  for  Argentina. 
Prohibited  clirect  T'^.S,  aid  to  Uganda,  Vietnam,  Cambodia  and  I^aos; 
prohibited  such  aid  to  Angola  and  Mozanibicpie;  and  prohibited  as- 
sistance t4>  Cuba. 

Prohibited  military  assistan(H\  international  military  education  and 
trainings  or  foivign  nulitaiy  credit  sales  to  Kthiopia  and  Urupuay. 

Prohibit4Hl  foreign  military  cn^lit  sales  to  Argentina,  Brazil,  El 
Salvador  and  Guatemala.  * 

Limited  appropriations  for  the  Philippines  to  $l8,Of)0,(XK)  for  mili- 
tary aid,  $1,8,50,()(X)  for  niilit^iry  credit  sales,  and  $700,000  for  training. 

l^rohibited  security  avssistance  to  any  comttry  for  aiding  directly  the 
efforts  the  government  of  such  country  to  repress  the  legitimate  rights 
of  the  |x>pulation  of  such  country  contrary  to  the  Universal  Declara- 
tion of  H\unan  Rights* 

Expressed  the  sense  of  Congress  that  U.S.  representatives  to  inter- 
national financial  institutions  oppose  loans  and  other  aid  to  nations 
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systomtitirttlly  violating  human  rights,  ooccept  when  the  President  de- 
tenniiuHl  that  ri^rhts  woiiM  he  U^tter  ser  ved  by  not  votiiijf  airainst  such 
asHistaiuv  or  when  thv  aid  was  intended  to  go  directly  to  the  imoover. 
ished  majority  of  the  country. 

OvcrmiuH  I'rhate  /niHMtnunt  ('arpo7  Hon  AmendmentH  Act  of 
/!h\S.  ruhllr  Ijtir  /a:  jfis,  Apr. 

Amended  set  t  ion  of  the  FonMpi  Assistance  Act  of  1961,  as 
amended,  by  udihii^r  siil>section  (1)  providing  that  the  Corporation, 
m  consultation  with  the  Secretary  of  State,  take  into  account  in  the 
conduct  of  all  its  programs  in  a  coiintrv,  all  available  information 
about  observance  of  and  respect  for  human  riglits  and  fundamental 
freedonis  in  such  country  and  the  effect  the  operation  of  such  programs 
will  have  on  human  rights  and  fundamental  freedoms  in  such  coun- 
try The  provisions  of  section  1  lt>  of  the  Foreign  Assistance  Act  an  to 
apply  lo  any  insurance,  reinsurance,  guaranty,  or  loan  issued  by  the 
(  oriHu;ation  for  projects  in  a  wuntry,  except  m  addition  to  the  e\cep^ 
tion  with  ivsi)ect  to  benefiting  luvdy  peopL*  ''the  Corporation  may 
support  a  project  if  the  national  security  interest  so  requires," 

Intvrnattomtl  Serunty  AssistafWi      J978,  Public  Lau  95-^8L 
Sept,  2(1,  197S, 

Amended  the  wonling  of  the  first  three  paragr  is  (policj  state- 
ment )  MM'tinn  :>(LM{  i)f  {\xv  Foreiini  Assistance  A  *  ccording  to  the 
confereme  report,  the  intentled  effect  of  this  amem,  t  was  to  sub- 
stitute for  tlu»  ciirn  nt  policy  statement  a  legal  reqi  ment  to  deny 
security  assistance  to  any  wuntry  whose  government  engages  in  a 
consistent  pattern  of  gmss  violations  of  internationally  recognized 
human  rights,  unless  tfie  Secn^tary  of  Statf>  finds  that  extraordinary 
circumstances  neccssitaie  a  continuation  of  security  assistance*  for  such 
country,  and  tliat.  based  on  all  the  facts,  it  is  in  the  national  interest 
of  tht*  rnited  States  to  provide  such  assistance. 

Athhtl  tlu»  provision  that  security  assistance  may  not  be  provided 
to  tin*  polii'i*.  dt)iiH'stit'  intelligtMUH*,  or  sinular  law  enforcement  forces 
t>f  a  country,  that  liceiist^s  may  not  be  issued  under  the  Kxport  Admin- 
istration Act  of  !!)<;!>  for  the  export  of  tTiine  control  and  detection 
instrunu'iits  ami  equipment,  and  that  assistance  may  not  be  provided 
uiuhM*  rhai)trr  :^  (international  military  education  and  ti-ainmg)  to  a 
count rv  which  engagt^s  in  a  consistent  pattern  of  gross  violations  of 
interiiaf  ionnlly  HM-ognizeil  human  rights,  unless  the  President  certifies 
in  writing  to  the  SpeakiM'  t)f  the  lloiisi*  and  the  Chairman  of  the  Sen- 
ate Foreign  Relations  ( 'ominittee  that  extraonlinary  circumstances  ex- 
ist warranting  prt^visitm  of  sm-h  assistace  and  issuance  of  such  licenses. 

Added  a  thini  substH  tion  to  the  purposes  (section  543)  of  th.^  chapter 
on  international  niililary  ciliication  and  training  as  InMiig:  ^to  increase 
the  awareness  of  natituials  of  foreign  t-onntries  nart icipating  in  such 
activities  of  basic  issutvs  invtdving  internationally  recognized  human 
rights."  (TW  Senate  vtMsioii  had  proliibitetl  use  of  fis(*ai  year  1979  in- 
ternatituial  military  etiiication  and  training  funds  for  Nicaragua  and 
raraj^iiay.  Tin*  ctmft^rencc  committee  (eliminated  naming  specific  coun- 
tries, hut  rediicc.l  the  international  military  education  and  training  ac- 
count by  $:5()o.(K)0.  the  exat  t  amount  iirogrammed  for  both  Nicarairua 
and  Paraguay.) 

Keqiiiivd  the  President  to  submit  to  Congress  bv  De.c  :U,  1979, 
a  review  of  C.S.  policy  toward  the  Soviet  Union.  Among  other  topics, 
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the  rvivicw  is  to  iin  lu(h»  the  polu  iesof  tlu»  United  States  toward  human 
rijfhts  roiulitioiis  in  the  Soviet  Tnion  and  how  inipnived  Soviet  iv- 
speet  for  human  ri^jhts  might  Ih»  more  effectively  eneoui-apiHl,  and  what 
linkaK<»>*exist,  or  shoiiltl  or  sht)uld  not  exist,  lH»tween  various  elements 
of  I'.S.-Soviii  relations  smh  as  arms  control  negotiations,  human 
rights  issues,  and  eeonomio  and  cultural  exehan|?es. 

/ntern<Uh/mU  l>i  ri  lafmu  nt  and  Foixl  A^fMiJitafiee  Act  of  1978. 
Puhrw  Law  fl^i        Oct,  (J,  1978. 

Amends  sivtion  llti(i')  of  the  Foreign  Assistance  Act  of  1961  au- 
thorizing and  encourafring  the  President  to  use  not  iess  than  $1,5  mil- 
lion of  doyelopinent  assistaiue  fuutls  in  tis<'al  year  1J)7})  for  programs 
and  activities  to  eiu'ouragi'  t)r  promote  iiureased  adherence  to  civil 
and  political  rights,  asset  forth  in  the  Universal  iK^claration  of  Hu- 
uuin  Rights. 

Fm^ign  lit  UituHUi  Auth^/rUation  Act,  Fiscal  Year  1979.  Publie 
Law  95  /^C,  Oct,  7, 1978, 

Stated  the  finding  of  Congn  .ss  that  lu^ws  dissemination  and  ftee  flow 
of  information  across  iutenuit ioiml  iKHinduries  are  vital  to  good  rela- 
ti(ms  among  nations  and  that  there  are  strong  indications  that  in  many 
countries  foreign  j«)urnalists  are  subject  to  governmental  luirassment 
and  restrict  ions. 

Kxpressed  the  sense  of  Congivss  that  the  President  should  advise 
foreign  {jovermiients  engaging  in  such  harassment  and  restrictions  of 
journalists  that  the  Tnited  States  regards  such  actions  as  a  significant 
and  potentially  damaging  factor  in  tl.S.  relations  with  such  country 
ami  that  the  President  shouM  raisethe  issue  of  the  treatment  of  foreign 
journalists  in  appropriate  intermiti(uuil  forums.  It  tlirects  the  Presi- 
dent to  report  to  the  (\)ngress  by  Jan,  liO,  1979,  on  actions  taken  pur- 
suant to  this  section. 

Stated  the  finding  t>f  I'ongress  that  reliable  renorts  attest  to  the 
existence  in  CauilMMlia  ami  Tganda  of  froveriunental  practices  "of  such 
systenuitic  ami  extensive  brutality''  as  to  recjuirt^  special  notice  and 
condemnat  ion. 

Prged  the  President  to  support  multilateral  and  bilateral  action  by 
countries  having  extensive  relations  with  the  two  countries  to  bring 
about  u  Iess4»niu^  of  inhumane  pra«  ti(^es. 

Directed  the  .Secn^tary  of  State  to  transmit  to  ('onifress  not  later  than 
Jan.  liO,  1979,  a  report  <)f  uctions  taken  to  fidfill  (b),  Kxpressed  the 
sense  of  t\)n>rivss  that  the  President  should  (1)  prohibit  the  export  of 
military  ami  related  e(|uipnient  to  Uganda;  (2)  prohibit  the  issuance 
of  a  visa  to  any  I  gamlan  oHicial  for  the  purpose  of  military,  para- 
military, or  policy  training  in  the  I'nrtctl  States  unless  the  Department 
of  State  th»termines  that  I'gamla  has  thuuonstiated  proper  respect  for 
the  rule  of  law  ami  internatioiuiily  reeognized  human  rights;  and  (3) 
in.struct  the  P.S.  representative  to  the  Unite^l  Nations  to  submit  to  the 
Security  Council  a  resolution  imposing  a  mandatory  arms  embargo 
on  Uganda. 

Intcrfuitmnul  Monetary  Fund  Supptemrntary  Finnnelng  Facil- 
ity, Public  Law  /AT-^yj,  Oct,  10^  1978 
Re(iuircd  the  Secretary  of  the  Treasury*  in  consultation  with  the  Sec- 
retarv  of  State,  to  prepare  and  submit  to  C«)ngress  an  aiuuial  t*eport  on 
the  observanoe  of  internationally  recognized  human  rights  in  countries 
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usinjr  tho  fa.  ility  S....I  i„n  statos  timt  ('o.i«iv«s  finds  tl.at  the  Govern- 
nu  1  of  I  piiula  ha.  .  ..iiuiiittcd  K<'n«Ki(hs  mnl  tUiU  tho  U.S.  Govern- 

K;«.uhm.Io  It  ,,roh.h.t..l  ,M„...H  into  tho  United  States  of  any  arS 
fw  I  '"""ufu.  tun  d  in  Upu.da.  and  f.„„.  exporting  to 

oi  UKaiidu  IS  M.)  loii^r,.,.  .  onmuttin^ra  c.nsistcnt  pattiMii  of  ifross  viola- 
.«us  ot  hun.an  ,         '11...  I'r.'sid.  nt  is  .lim  t.Ml  to  .nrou.a^v^rsup- 

r.*;?'      '''i'"^'''''/'''"^  ivst.ictioMs  to  respond 

to  t'on.lit  ions  in  I  jjan.hi.  *^ 

''^^\KTi'^/r ^'r'''f>'  ^'<x''-^f<'n,r  and  Related  Programs, 

inst  iS ioils  '  ^*"^yinK  at  U.S. 

f,.n!rVi"r''  ^'J  •M">:'i".l.i.,u(.  OP  An^rohi,  hut  oxon.pted 

I  Juried  the  ii.e  of  funds  f..r  .liioct  aid  or  trade  with  Cuba, 
ojrm-f"  ;  f  M.  PHtpose  of  aiding  th« 

rlM  t  f  H  r  '^T^'''  f  «'V  ''  •■••"»^»'y  to  repress  the  legitimate 
rv  .V  ""'i;'!!'" ^r^^  'ounlrv  cntrary  to  the  Univei^sal 
IM-hiiationof  Iluimiii  Ui^hts. 

Ke(|.iir...|  th..  Pr.'si.h.|it  t«.  din-.  t  U.S.  reprosntatives  to  the  inter- 
national hanks  to  pi„,,(,se  and  s.ok  ad.)pti.)n  of  aniendinents  to  the 
Ai1n-l.-s  „t  Ap.TiM.-Mt  of  sii.-h  iiistitMti.Mis  to  establish  human  rights 
ataiulttr.is  to  be  .•.)nsi.h.ivd  in  .•.nnurt  ion  with  loan  applications. 

-^'''P''''^  ■\»u'ndimnt.s.  Public  Law  fM),  Nov.  U\ 

,i!^''n'** /I'!'  '  '^'''^^  provision  added  by  the  1977  legislation 

(I.I.  .>..  U:{)  and  i)r.)vi.l,.s  inst.'a.l  that  ".)iirv  in  easels  where  the 
i  resi.loiit  d.'t.  iimins  th.it  siu'l.  actioo  u-mld  .  learly  and  importantly 
ii.lvaiir..  I  ..s  |M,h.  v  in  airas  su.-li  as  liiitiiun  rights,  Should  tlie  Export- 
inipoit  Mank  d.-nv  appluatioiis  tor  civdlt  for  iion-Hnancial  or  non- 
coiiiiiu'ivial  .■.)iisid.'rati.)n. 

Til.-  ni.-asiiiv  alM)  in. dudes  provisions  wlii.di  prevent  the  Export- 
Import   |?aiik  lioiii  .  .xt.-iidiiijr  .MViiit   f.u-  any  export  to  the  South 
African  ir.nvrniiinit  that  would  .-.uitrihute  to'the  niaintenam-e  or  en- 
foieein.-nt  .)f  ipat tli..|.l  l.y  that  >:.)veniiiieMt   (unless  the  President 
d.-t.-riuines  that  siy-iiiti.  ant  proiness  t.)wai(ls  the  elimination  of  apart- 
heid has  Ih-.  ii  mad.-  and  traii>Miits  to  (\.tigivss  a  statement  describing 
ami  explauiiii^r  that  d(>t.'niiiiiati..n ) :  for  any  ."xport  to  other  purchases 
III  South  Africa  utiles^  tli,.  S..,r..taiv  .)f  .Stat.-  certiti.'s  that  the  piir- 
chns«.r  has  cmh.rse.l  and  has  pr<Mc.>de.l  to  adopt  the  f.illowing  prin- 
fiple^:  noil  s«-iri.'irat  ion  of  nic.-s  in  all  \v.)rk  facilities:  cpial  and  fair 
ompif)yiuent  for  all  .•inploy.'cs :  iidtiation  an.l  .lev.dopnient  of  train- 
infr  programs  t.)  pr.'paiv  uoo-whit.-  South  Afri.-ans  for  supervisory, 
technical,  and  «  l.>n<  al  jobs:  iucicasing  (he  miml)er  of  non-whites  in 
innnagcment  and  supers  is.)ry  p.)sitions;  willirgness  to  engage  in  col- 
lective haigainiiiir  with  lal)oi-  miidiis;  and  improvement  of  the  qnalitv 
of  lift'  for  all  eiuploveoL. 
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Should  Observance  of  Basic  Human  Rights 
Be  a  Prerequisite  for  Aid?  * 

By  Edwin  M.  Martin 

Vd  like  to  propose  a  positive  statement  of  what  I  think  U.S. 
policy  should  be  with  respect  to  aid  and  human  rights. 

**Aid  should  be  given  to  an  LDC  when  doing  so  is  more  likely  to 
improve  the  observance  of  basic  human  rights  in  the  future  than 
withholding  it." 

I  want  to  make  half-a-doien  general  comments  on  this  policy  and 
its  implementation  and  then  talk  about  handling  aid  specifically. 

It  is  a  pragmatic  criteria— how  can  we  effect  what  happens 
elsewhere?— how  we  feel  about  ourselves  is  irrelevant;  there  is  no 
room  for  actions  to  soothe  our  consciences  or  vent  our  anger  at 
violations. 

We  are  dealing  with  societies  in  various  stages  of  progress  toward 
modernization.  Most  of  them  have  ancient  and  strongly  held  cultural 
patterns  and  institutional  arrangements  which  more  often  than  not  are 
quite  different  in  the  fields  covered  by  human  rights  from  those  of  the 
English  common  law  or  the  Napoleonic  civil  code.  Moreover,  the 
conditions  of  life  with  which  these  institutions  and  value  systems 
have  to  deal  are  quite  different  from  our  own,  not  ovily  economically 
but  also  politically,  as  many  of  them  fmd  themselvtis  in  a  no-man's 
land  between  traditional  and  modem  societies. 

What  are  the  basic  human  rights  to  be  observed?  It  is  not  a  phrase 
that  is  self-defining,  glibly  as  we  are  accustomed  to  using  it.  For 
Americans  the  most  familiar  summary  of  what  we  hold  dear  is  in  the 
Declaration  of  Independence — "all  men  are  created  equal,  that  they 
are  endowed  by  their  creator  with  certain  inalienable  rights,  that 
among  these  are  life,  liberty  and  the  pursuit  of  happiness." 

Starting  from  this  5*atement,  I  identify  five  types  of  human  rights  as 
deserving  U.S.  support: 

1-  Laws  protecting  rights  such  -is  movement,  speech,  political  or- 
ganization, etc. 

2.  Methods  of  enforcement  of  all  laws  which  ensure  a  rational 
process  for  thi.  '*~ir  and  prompt  determination  o(  guilt  or  innocence. 

3.  Institutional  arrangements  which  permit  adult  citizens  to  play  a 
role,  directly  or  indirectly,  in  policymaking  by  their  government. 

4.  Absence  of  discrimination  for  reasons  of  race,  religion,  wealth, 
sex,  etc.,  in  the  formulation  and  application  of  laws  or  public  pro- 

*K<-t>rliit<'<l  i>v  |>crtiilsi<fi)ti  from  the  Atlniitio  Commiinftv  Uiiartc.'lr.  vol.  10.  Summer  1978: 
219-  221 
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grams,  or  in  significant  human  relationships  of  a  non-goveinmental 
character. 

5.  Provision  of  basic  human  needs  without  which  "life"  is  en- 
dangered, "libcny"  is  a  fraud,  and  "happiness"  cannot  be  pursued 
but  only  starvation  and  disease  postponed  a  bit. 

Since  economic  aid  has  a  direct  relation  to  point  (5),  economic 
human  rights.  I'd  like  to  say  a  little  more  about  them.  First,  I  wish  to 
read  a  quote: 

"Human  needs  are  inseparable  from  human  rights— that  while  civil  and 
political  liberties  are  good  in  themselves,  they  are  much  more  useftil  and 
much  more  meaningAil  In  the  lives  of  people  to  whom  physical  survival  is  not 
a  matter  of  daily  anmety. 

"To  have  sufTicient  food  to  live  and  work,  to  be  adequately  sheltered  and 
clothed,  to  live  in  a  healthy  environment  and  be  healed  when  sick,  to  leam 
and  be  taught— these  rights,  too.  must  be  the  concerns  of  our  govenunents. 
To  meet  these  needs,  orderly  economic  growth  is  crucial.  And  if  the  benefits 
of  growth  are  to  reach  those  whose  need  is  greatest,  social  justice  is  crucial 
as  well.  " 

This  quote  is  from  the  address  of  President  Carter  to  the  Indian 
Congress  last  month.  I  endorse  all  of  it  but  would  add  two  basic 
needs.  The  first  is  that  all  parents  have  the  effective  capacity  to  have 
the  number  and  spacing  of  children  they  want.  The  second  is  that  a 
job  which  will  provide  a  decent  living  for  oneself  and  those  for  whom 
one  is  responsible  is  a  central  economic  right,  basic  to  self-respect.  It 
is  also  usually  the  most  efficient  way  to  meet  other  basic  needs.  Since 
first  writing  this  paragraph.  I  was  pleased  to  hear  President  Carter 
refer  in  his  State  of  the  Union  message  to  a  job  as  a  human  rij.  ht. 

"Observance"  of  human  rights  means,  of  course,  "observance"  in 
practice,  not  just  in  theory  or  in  law.  The  most  basic  right  is  the  right 
to  enjoy  one's  rights.  A  perfect  legal  and  judicial  system  is  no  protec- 
tion if  one  is  unable  to  know  what  one's  rights  are  or  doesn't  have  the 
money  to  defend  them.  Economic  rights  are  even  more  dependent  on 
availability  of  resources. 

"Observance"  also  should  folk>w  the  rule  established  in  our  quote 
from  the  Declaration  of  Independence  that  "all  men  are  created 
equal."  Violations  of  the  human  rights  of  any  person— 4he  tortures 
endured  by  a  starving  infant  in  an  Asian  village  or  inflicted  by  the 
political  police  on  a  distinguished  scientist— are  equal,  abhorent 
crimes  which  should  be  of  equal  concern  to  us. 

Sticking  to  the  rule  of  the  equality  of  all  humans  precludes  the 
application  of  a  double  observance  standard  in  choosing  countries  as 
targets  for  our  human  rights  efforts.  Exceptions  should  have  to  be 
justified  fully  on  major  U.S.  national  security  grounds,  with  the  bur- 
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den  of  proof  clearly  on  those  who  would  make  exceptions. 

One  may  have  to  seek  observance  of  some  rights  while  accepting 
stagnation  with  respect  to  others.  Particularly  difficult  is  the  trade  off 
between  freedom  and  order.  I  suspect  a  good  many  Americans  living 
in  our  cities  wou^.d  give  up  a  few  legal  freedoms  to  feel  able  to  take  a 
walk  around  the  block  after  dark  without  fear  of  being  mugged;  for 
them  it  would  be  a  not  inconsiderable  freedom.  The  potential  for 
conflict  between  order  and  economic  progress  in  many  LDCs  is  even 
more  serious,  hard  for  us  at  our  level  of  income  to  appreciate. 

When  human  rights  and  their  observance  are  so  deHned  it  is  clear 
that  what  we  need  are  changed  attitudes  toward  them  throughout  a 
society.  Otherwise  we  may  get  favorable  public  actions  from  gov- 
ernment leaders  from  time  to  time  but  not  the  constant  vigilance  at 
every  level  in  public  and  private  actions,  which  is  necessary  to  assure 
their  observance. 

If  one  accepts  this  emphasis  on  attitudes  rather  than  merely  legal 
rules,  one  must  look  for  the  best  means  to  motivate  people  to  want  to 
improve  human  rights  conditions  in  their  community  and  country.  1 
feel  that  punishment  can  often  produce  compliance  but  seldom  be* 
lievers  and  what  we  need  are  more  true  believers.  Converts  are  made 
by  communication,  not  by  iron  curtains. 

I  would,  therefore,  put  no  limit  on  what  we  say  publicly  or  pri- 
vately, except  that  public  statements  should  be  designed  solely  to 
promote  observance  of  human  rights,  not  to  boost  our  pride  in  our- 
selves. 

We  need  a  strong  dose  of  humility  in  our  approaches  to  this  issue. 
There  will  surely  be  many  surprises,  pleasant  and  unpleasant,  no 
matter  what  we  or  other  outsiders  may  do — the  Nazi  and  Fascists 
regimes  in  our  century  are  prime  examples  of  the  latter  and  India  last 
year  of  the  former  But  we  must  keep  trying,  evaluate  the  results 
continously  and  alter  our  tactics  accordingly.  Our  knowledge  of  the 
chemistry  of  international  dealings  is  still  in  its  infancy. 

What  are  the  tools  given  us  by  foreign  aid  to  pursue  car  human 
rights  goals?  I  see  foreign  aid  as  falling  logically  into  two  quite  differ- 
ent categories  for  this  purpose.  First,  there  is  that  designed  to  do  our 
share  in  cooperative  programs  with  developing  countries  to  improve 
the  economic,  social  and  political  conditions  of  their  peoples.  In  this 
category.  |  put  bilateral  and  multilateral  economic  aid  and  food  aid. 
Second,  there  are  those  activities  designed  to  strengthen,  directly  or 
indirectly,  the  military  power  of  foreign  goverments.  In  this  category, 
I  put  military  assistance  and  our  related  programs  of  supporting  assis- 
tance. I  reali/e  that  these  compartments  are  not  watertight  in  either 
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direction,  but  ihc  differences  are  deep  enough  to  justify  separate 
treatment  for  our  purposes. 

Let  me  treat  military  assistance  first.  As  a  general  principle,  I  am 
•gainst  giving  it  to  countries  with  poor  human  rights  records.  Adding 
to  the  military  strength  of  such  a  government  can  only  help  it  to  keep 
the  lid  on  its  opponents  and  block  change.  There  would  rarely  be  any 
compensating  benefit  for  human  rights  from  such  aid  which  could 
outweigh  the  encouragement  given  to  human  rights  violators  by  the 
close  political  friendship  which  military  cooperation  inevitably  im- 
plies, going  far  beyond  the  significance  of  economic  aid  cooperation. 

The  only  rational  exceptions  to  this  rule  that  I  can  think  of  would 
be  situations  in  which  the  receipt  of  military  assistance  from  the  U.S. 
would  strengthen  the  position  of  a  gove.Ttment  threatened  by  external 
or  internal  enemies  from  the  right  or  left  whose  accession  to  power 
would  be  likely  to  make  the  human  rights  situation  appreciably 
worse.  But  the  threat  and  the  need  for  our  help  must  be  clear  and 
success  probable.  Even  in  such  cases  I  would  like  to  believe  that  the 
government  being  helped  was  prepared  to  make  an  honest  effort  to 
improve  human  rights  conditions,  either  on  its  own  or  as  a  condition 
for  receiving  such  aid  from  us. 

It  is  also  particularly  likely  to  be  the  case  with  military  assistance 
that  other  foreign  policy  considerations  will  be  thought  to  outweigh 
those  of  human  rights.  But  I  would  put  the  burden  of  proof  squarely 
on  those  who  would  seek  such  an  exception  to  the  policy  I  have 
advocated. 

When  it  comes  to  economic  aid,  I  would  reverse  the  U.S>.  ^sition, 
putting  the  burden  of  proof  very  much  on  those  who  would  withhold 
it  for  human  rights  reasons,  even  though  there  is  no  doubt  that  the 
usual  efTect  of  giving  economic  aid  to  a  country  is  to  strengthen  the 
position  of  the  government  in  power,  if  it  is  a  government  with  a 
record  for  violating  human  rights,  that  is  bad.  But  it  isn't  the  whole 
story.  It  is  not  inevitable  that  a  stronger  government  will  be  more 
repressive.  It  sometimes  turns  out  to  be  the  reverse.  And  quiet  talks 
associated  with  our  aid  transaction  can  sometimes  make  sure  that 
conditions  improve. 

Moreover,  if  wisely  chosen  and  supervised,  the  aid  can  bring  about 
improvements  in  the  short  term  in  the  basic  needs  aspect  of  human 
rights,  as  the  Congress  has  recogr-zed.  This  may  outweigh  lack  of 
progress  in  other  human  rights  art  To  enable  aid  to  do  so  we  must 
accept  several  giudelines  for  our  aid  activities.  First,  help  must  go 
most  generously  to  those  countries  most  in  need  of  our  aid  to  meet 
such  needs,  and  prepared  to  use  the  total  resources  available  to  them 
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in  ways  which  give  a  proper  priority  to  meeting  the  needs  of  their 
poorest  citizens. 

We  must  also  recognize  that  a  new  road  or  power  line,  seed*  fer- 
tilizer or  food  aid  for  poor  mral  areas  cannot  be  restricied  as  to  use  to 
just  the  poor  in  the  region  served.  We  can  only  select  areas  in  which 
the  poor  predominate  and  make  a  special  eflfort  to  encourage  and 
facilitate  their  use  of  them. 

it  is  essential  too,  that  we  recognize  that  it  is  not  rational  to  seek 
virtue  for  ourselves  alone  by  requiring  that  all  our  aid  go  directly  to 
the  poor  and  that  other  donors  do  the  rest.  For  there  is  an  essential 
rest  —  just  meeting  human  needs  even  depends  on  infrastructure 
investments  as  well  as  direct  help  for  the  poor 

Giving  reality  to  the  right  to  a  job  depends  heavily  on  that  ''overall 
economic  growth/*  which  President  Carter  endorsed  in  his  New 
Delhi  speech.  Of  course,  it  is  also  necessary  to  stress  labor-intensive 
technology  and  open  export  markets  for  labor-intensive  products,  the 
latter  a  problem  about  which  1  need  say  no  more  to  this  audience. 

More  important,  however,  is  the  effect  that  the  right  aid  programs 
can  have  on  the  long-term  evolution  of  the  attitudes  of  society.  De- 
velopment  is  change  and,  if  the  situation  is  bad,  what  is  needed  is 
change.  No  doubt  it  will  be  slow,  even  zig-zag,  as  it  has  been  and  still 
is  in  some  fields  in  the  U.S.  Let  us  not  become  impatient  ff,  despite 
our  aid,  there  appears  to  be  backsliding  here  and  there. 

As  an  example  of  the  long-term  potential  of  aid,  support  for  demo- 
cratic principles  has  almost  invariably  in  the  past  come  from  people 
above  poverty  line  and  with  some  education.  And  governments 
selected  democratically  have  generally  improved  the  observance  of 
other  types  of  human  rights.  There  is  no  guarantee,  of  course,  of  this 
outcome,  especially  in  the  short  run,  but  progress  has  seldom  been 
made  without  this  contribution  of  ''overall  economic  growth/* 
Slums,  urban  or  rural,  can  produce  only  mobs,  not  democratic  politi- 
cal parties. 

Finally,  my  NO  vote  rests  on  the  ineffectiveness  of  the  only  alter- 
native to  giving  aid  in  the  way  1  have  urged,^  namely,  denying  it  to 
regimes  with  poor  human  rights  records.  Unfortunately,  U.S.  eco- 
nomic aid  is  seldom  important  enough  to  a  country  that  denying  it  will 
force  a  government  to  change  its  basic  policies.  These  policies  have 
usually  been  chosen  because  they  are  considered  necessary  to  stay  in 
power.  And  survival  is  just  as  fundamental  a  goal  for  governments  as 
for  people. 

ir  however,  U.S.  economic  aid  should  be  large  enough  that  denial 
would  cause  trouble — unlikely  as  long  as  U.S.  aid  appropriations  are 
so  small  for  so  great  and  rich  a  country — let  us  remember  that  all  our 

ERiC  01  i 


581 


expenence  suggests  that  democratic  societies,  devoted  to  human 
rights,  have  never  been  nourished  on  the  soil  of  economic  depression 
and  cannot  be  constructed  overnight  by  dictatorial  fiat.  The  more 
likely  result  will  be  even  greater  political  repression  to  maintain  oider 
in  the  face  of  the  worsening  condition  of  economic  human  rights, 
made  inevitable  by  the  aid  denial.  An  already  bad  government  is 
likely  to  And  this  their  only  answer. 

To  summarize,  at  base  what  is  required  in  repressive  societies  is 
change,  changes  in  value  systems  and  changes  in  power  structures. 
Development  aid,  wisely  given,  can  change  current  attitudes  only 
slowly,  bul  it  can  open  a  few  windows,  widen  opportunities  for  some 
people,  create  communities  capable  of  doing  more  things  for  them- 
selves and  proud  of  it.  All  these  are  steps  toward  increased  respect 
for  themselves  and  for  others  as  human  beings,  steps  which  inevitably 
undermine  that  blind  acceptance  of  centralized  authority  which  is  the 
antithesis  of  respect  for  human  rights. 

Let  us  then  seek  in  every  way  we  can  for  pragmatic  levers  which 
will  improve  human  rights  abroad,  political  and  economic,  and  think 
hard  about  what  will  work,  never  substituting  high  moral  fervor  for 
action  that  will  accelerate  the  process  of  change.  And  above  all.  let  us 
never  forget  that  the  most  effective  instrument  we  have  is  very  prob- 
ably the  example  we  present  to  the  world  of  a  society  which  respects 
the  human  rights  of  all  and  in  which  the  result  is  an  enhanced  quality 
of  life  for  all.  a  better  opportunity  to  enjoy  "life,  liberty  and  the 
pursuit  of  happiness."  For  observance  of  basic  hurian  rights  is  a 
valid  goal  only  so  long  as  we  use  it  to  improve  this  quality  of  life.  ■ 
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AMERICA'S 
RELATIONS 

WITH 
DICTATORS 


DR.  ANTHONY  L.  WERMUTH 


Thlt  ptpsr  cottflMi  itiilf  to  
•niptiom  of  monl  wtnp  that  §i4nm 
a  infle  theme  aiiioiif  the  thouwid 
themee  of  wMch  American  foitlpi 
poUcy  ii  oompriied:  **Wliy  4oee  Ike  IMIed 
States  continue  to  prop  up  dicialon  aiouad 
the  alobe?** 

In  eome  reepecti,  tlie  question  may  appear 
simple^inded,  equivalent  to  askina  "Why 
don  the  United  States  nefotiate  with  forelfn 
represenutivct  who  ate  riaht-handed,  or 
n^'fotiate  on  weekdays  or  before  hinch?** 
Upon  reflection,  the  question  doee  not  seem 
so  simple. 

The  question  is  often  asked  in  contexts 
indicatina  it  is  asked  not  out  of  curiosity  or 
innocence,  but  out  of  ideoloay.  Frequently* 
the  form  of  the  question  expresses  one 
recurrent  American  trait:  moralistic 
denunciation  (quite  difTereat  from  morality). 
A  judanient  is  already  included,  as  in  the  old 
clichtf  question:  "Have  you  stopped  beatlna 
your  wife?** 

Here  are  a  few  examples  of  recent 
inteiTogstion  or  alleaation  alona  this  line. 

Thomat  M.  Frsnck  and  Edward  Weisband 
wrote  in  The  New  York  Times  about 
then-Ambassador  Moynihan*s  viforous 
defense  of  American  foreman  policy: 

To  rsUy  the  forces  behind  the  Uttered  flsg 
of  human  dignity  snd  IndMdiisI  worth  is  s 
splendid  endesvor.  Yet  (the  United  StstH 
repreienutive]  mutt  slio  insure  that  he  It 
teen  to  carry  the  banner  with  clean  hands. 
If  he  cannot  persuade  Wathington  and 
Amerktn  butinett  to  ttop  tubsidixlDa 
fascitm  in  Sptin  snd  Chile  or  redtt  reglnMs 
in  Southern  Africa,  hit  cmude  will  merely 
appear  naive  or  hypocritic^.i 

Columnist  Gay  ton  Fritchey  wr  >te  in  The 
Washington  Post  about  the  merican 
introduction  into  the  United  Nacions  of  a 
draft  resolution  on  amnesty  for  political 

prisoners: 

It  sounds  pett  tt  first,  untfl  others  ttsrt 
aakins  why  the  United  Statea  for  so  many 
years  has  aupported  so  many  despotic 
Sovernments    that   have  specialised  in 


•  Kt'l'rtMTt'il  !»\  iM  Tini^sinn  f  reru  rMrjHiirtJTs.  Journal  «»f  tht*  T  H.  Army  War  ('oIIorp,  vol.  7, 
n  ».  I.  n»77  7s 


583 


lockini  up,  torturing,  tnd  killing  their 
poUtkil  opponents  ' 

Early  in  1976.  Mr  Ranucy  Clark  anil  three 
coUeagues  denounced  conditions  in  Sp4m  in  a 
letter  to  The  .Wu  Ynrk  Times 

.  .  .  We  are  particularly  outraged  by  the 
arrett  of  la^^yeu  gaiheicd  m  a  pnvjtc 
home.  fiOlowed  by  a  pniiwe  assauli  on  ) 
attorneys  and  others  whv>  peacefully 
petitioned  fur  ilie  rcleiM.*  ot  ihcit 
colleagues  , 

Mr  Clark  and  colleagues  then  nude  it  clear 
that  what  Ihcy  were  really  denouncing  v^js 
**thc  'traditionaP  US  policy  of  supporting 
dictatorships  anywhere  and  everywhere 

CATEOORIZINQ  FOREIGN  REGIMES 

Is  there  st>me  universal  set  ol  standards  by 
which  to  judge  Arnericini  styles  in  deahng 
with  foreign  rej»imes'^  Are  all  ret:imcs  in  the 
world  headed  either  by  dicl^ilors  or  by 
demtKrals?  IX>esone  deal  with  all  dictators  tn 
&n  identical  way** 

Actually,  there  are  about  160  regimes  in 
control  of  the  nations  of  the  w^Md.  and  no 
two  are  exactly  ahke  whether  monarchies, 
republics,  tyrannies,  lunlas,  oligarchies, 
theocracies,  or  whatever 

In  order  to  manage  the  data,  let  me  su^rt'st 
a  typology,  a  categorization  oI  the  IMj 
regimes  into  4  groups  Communist 
totalitartans.  non-<  ommunist  totalitarians, 
democracies,  and  'he  others  a  mixed  lot. 
mostly  ■ulhontarians  Can  we  estahhsh  that 
different  patterns  of  relationship  charjcleri/c 
America's  dealings  with  eacli  group '  H,ilpcrn 
suggests  that 

It  Tiidv  pi>NSihle  to  disMn^MUsh 
amon^  { I )  (.ountfK^s  whu  h.  despite  tvtjnnv 
(or  Its  ohveiH\  mstjhiliT\ ).  ate  vet  nuhio 
disljikc  ItvMii  itUi'in;il  \*3rtarc  iiuoknu! 
extrcini^tv.  oi  fi>feigii  aJvennwisRi  MiMdn^' 
aggics<i,>n  O  .(Hiufiics  v^hiJi  lik- 
AtJuifk  N  lurkt'v.  Iijvc  ih  ,ii> 
authntiijiun  rojd  thai  is  intt'iulc  !  i  -  k  jJ 
lo  dcnu>tt.K%  {\\  LiiunitH's  like  i!n. 


Union  of  South  Africa,  Iran  or  Jordan. 
wKkh  are  clearly  heading  for  the  kind  of 
catastrophic  Internal  or  external  explosion 
which  will  make  intervention  by  outside 
powers  unavoidable  ♦ 

Obviously,  considerable  differences  obtain 
within  each  group.  Even  among  the 
(ommunist  totalitarian  regimes,  there  have 
been  basic  differences  among  the  regimes  of 
Lenin.  Stalin.  Mao.  Castro,  Ktm  II  Sung,  Ho 
Chi  Minh,  and  their  ideological  look-alikes. 

THE  UNPROff EO  COMMUNIST 
TOTALITARIANS 

Despite  the  uniqueness  of  each  nation  in  a 
number  of  respects,  this  is  one  category  of 
dictators  which  is  emphatically  not  propped 
up  by  the  United  States. 

I  must  say,  at  the  outset  of  discussion  of 
this  category,  that  I  decline  to  diabolize 
Communism  or  Communists;  I  do  not  care  to 
encourage  a  rabid  obsession  that  regards  every 
occurrence  adverse  to  America  as 
Communist-generated,  or  that  regards  every 
Communist  challenge  as  requiring  renewal  of 
the  Cold  War.  or  as  threatening  our  immediate 
survival    All  kinds  of  social  changes  are 
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chdUenginn  us  thai  have  nothing  u>  dv)  with 
the  (  ominuni^tH.  And  all  the  important  give 
and  take  in  world  dy  iinic^  is  not  restricted 
10  the  Kimian  American  J>ad 

What  common  characteristics  identity  ihis 
group?  First  of  all,  without  diahoh/mK  I  he 
movement,  we  i>h!ierve  that  CornnuinM 
regimes  *khare  the  common  chaiaUeristu  ot 
operating  on  a  numher  ot  repressive  pniKiples 
that  are  ahhiTreni  to  iidsI  AnuTican> 

Secondly,  one  notes.  M  is  now  tashion.ihh" 
in  some  quarters  to  ohserve  ilutt  lUc 
C  oininunisl  uunerncnt  w  no  ion^i  r 
monolithic  (to  he  sure,  it  never  was  iiter.ilK 
100  percent  monoltthu,  hut  it  was  close 
enough  to  achieve  the  s.irtie  etlect ).  as  thou^ti 
that  statement  esiahhsliv  J  some  premise  lli.il 
the  movement  is  t\o  U>nj:ci  an  adversarv .  or  n«> 
longer  powerlul,  or  no  li>nger  dangerous 
When  opportunities  ociur  to  diminish  the 
strength  oc  the  I'nited  States,  or  io  pr\ 
another  geograptiuai  iinii  ami  its  popuLitivMi 
looM.*  from  tlie  non<  ominuiiist  w\nl\l 
w!  jtever  the  disagreements  imj\  he  .iinonc 
Mi>scow.  iVkin^.  Haiu>i.  aiKl  so  t.Mi  llu  w  lioK' 
Communist  world  mi>re  or  less 
"monohihualK  "  pri>vKies  the  >:i>ods  ol  wai  to 
the  ( onimuntst  sule  ot  the  contlu  t.  m 
Vietnam  Ami.  ot  voursc.  the  worljuu)/ 
sophisticated  (*oin  iiuj  n  1st  pro|Ui:ami.i 
network  is  atwj\s  nuui'  or  less  at 
ctt'icuMU^  er  nut  1 11'.*  oni  ^r.ttuH^'iiv 
*'mono|iihu"  denunci.it lot^s  oj  itic  tree  world 
I  hese  .lie  marks,  not  of.U  t>f  sut^si.iriii.i! 
Iink.it'.r.  hut  als«»  ol  j:>  uiueleiitiiii-  !  thou^'h 
prudent!  expansionist  elhu 

Hexause  Ms  power,    jrul  Us 

opposition  to  il\e  (  ojnnmnist  s\  sf*.  ol 
intcifial  and  external  opcMtion.  Xnurnj 
he*,  ame  an^t  reni.uns  tiu'  pi  ifu  ipa!  u  K  in 
the  path  ot  (  ortwnunivt  oImv\Ii\».v  (i:>-a.s, 
tra>:mented  and  v.mousU  '  Mr>  mioiv  ^ii  tluv  " 
|1k>sC  objCi  ii\i's  ni,o  hv'  ir)  l)!.'  v  up  ^  :m  w  orlj  i 

Th*'  wTitin^s  ot  Mex.imli"!  Nol/h'.  niis\  n 
Aiulii'i  S.ikh.ir.  v  .iriil  <»tiurv  t.  i.hiii:~ 
thi  \<  .st.  suppK  iiu*  r\f  iih-  .1  nvi':')^  r 
other  iiuhv  .ttors  icsiitv  Ic  the  ^  riu  fmu  c  ot 
detinitc  vi.Kks  rn  tli^'  t'^>M  (  iir!,n'i  ■  .iK - 
stj  h  \I,iri(i  0^  |;.  .  1  'i.ijn,  .  ■  rw 
IIJ-'Klllies     \i'  r:os.     K    -.  ic^ 


who  confirm  our  inleMigence  data?  Shall  we 
pretend  thai  they  do  not  know  what  they  are 
talking  ahout,  and  thai,  for  example,  Jane 
f  onda's  opinion  is  much  more  reliable  on 
what  the  (  oinmunisl  movement  is  still  about? 

How  much  has  been  eroded?  In  a  1975 
hi)ok  generating  a  furor  in  European  political 
circles.  Jean-Francois  Revel  wrote: 

,  hulluwuig  titc  lead  of  the  ( ummunist 
l**rt)  III  ItAly.  the  freiuh  CoinniuniMs  have 
been  tr>in>:  to  shiow  that  they  are  now 
deducted  to  dcinociatie  principles  and  a 
pluralistic  Siviety  and  that  they  are 
mdepcndcni  of  Moscow 

At  Melsingor.  Denniark.  on  January  18, 
I  ^7(>,  at  a  conference  of  1 8  European 
SiKialist  Parties.  Chancellor  Helmut  Schmidt 
of  West  Germany  opposed  cooperation  **'ilh 
communist  parties:  but  in  a  realistic  fashion, 
he  obsiMVed 

the  Communists  are  large  pa^'ties  in 
France  and  Italy ,  and  they  won't  disappear 
liisi  because  wc  think  their  strong  appeal  to 
tlu*  Voters  IS  a  bad  thing.  It  would  he  wron^ 
It  h>  our  conduct  we  contributed  to  halting! 
the  developments  thai  have  led  to  a 
break  up  ot  ihe  tormei  monolithic  block  oi 
eonmiunisrii  ^ 

One  {(Hirnalist  observed  in  Febmary  h)7h 
that  "many  anti-C  ommunist  Furopeans  see  a 
historic  opportunity  if  Moscow  loses  control 
ot  the  international  Communist 
movement  .  .  /'"^  (Obviously,  **many 
1  uropeaiis"  regard  Moscow  as  bein^  still  in 
control  ol  tlie  movement.) 

Another  lournalisl  reported 

in  \o\cmhoi  the  Kieiicii  and  Italian 
|(  oiniMiinisi  I  parties  signed  a  coninion 
e  ii  :i  r  ter  cndoising  par  tit.  ipjtion  in  a 
phiialistic  pohtical  ssstcni  as  opposed  to 
the  one  parts  system  preserved  in  llu* 
Soviet  I'nioii  since  . 

Mr  M.irchais  |lejdor  ot  the  Coninuini^i 
Pjris  ot  t  raruel  leiiewcil  his  call  tor  his 
p.iM\  lo  dn'['  one  ot  the  most  sjcre^l 
Ma'Msf  I  iMUtns'  d'\tfifK's  the  du  I  ji  ol  ship 
ul  (lie  pi'«ii'tan.j  ^ 
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These  arc  hopeful  »igni.  but  they  primarily 
compnse  words.  Non-Conimunist  states 
r«ma«n  skeptical,  waiting  for  deed)»  Wrote 
Flora  I.cwis  of  these  movements 

Abnokl  all  non  Conmmnisi  tuiopeani 
ihaje  wHh  Wailungtun  suspuion  of  the 
depth  and  juiteiity  of  the  claims  of 
Wesum  CoiMiuunJsls  U>  luve  vJ!»i  off  the 
Jutiis  lit  Mi>wi>w  inJ  to  hjve  brcn 
convened  to  political  deriuh.  rav  >  y 

Fven  jn  editorial  in  7'he  Vcw  y(trk  Times 
expresM?d  \kcplKisiii 

M^Khau  and  hi^  wOniiadcs  are  Irving  :u 
lump  on  the  bandwagon  of  national 
('(unnmnisni  which  the>  denounced  in 
servile  iuh)eciion  lo  Moscow  for 
decadt% 

NaiuMial  (ommunism.  it  must  be 
leniembend.  really  surfaced  with  Stalm  s 
tf\pIusioii  ol  Yugoslavia  fiom  rhe 
loni-nlofni  in  ihe  laie  nineteen  louu-s  It 
was  ttic  cenliaJ  issue  in  the  Poluh  mutiny 
uid  in  die  Hungarian  revolution  against 
Soviet   rule   in  js  well  as  m  the 

Soviet  ( luiie!»e  break  ui  the  early  nineteen 
sixties  And  it  played  a  key  role  U)  the 
•Prague  si>nng'  ot  |%h  which  ende  *  wirh 
ihc  Soviet  mvj\utn  uf  (  /eJio-Joval^ij  In 
all  those  historic  testv  i)f  the  Communis! 
movement  ihe  I  reiuh  (  ojtiniumst  Pjtt> 
was  iMie  ol  Moscow's  most  ardent 
ideoKigual  supporteis 

It  may  well  be  iJut  hunger  for  powc; 
tilliei  Uun  gemiine  idei)|ogj,.j|  vonversion, 
is  at  the  nvt  ol  the  French  Coniinumsi 
ihange  Si-veithcless.  it  is  soioe  kinJ  ^t 
aJvanic  s^lleM  what  ^^js  formerly  oik-  >>• 
Ihe  iitost  orrhodiA  ni  the  wofKl\ 
Comnuimst   p.u!U'.  it  jjvisjhii-  to 

prestisr  a  iiii'ic  HcvifHi-  evtcnoi  and  t. 
pi«>clairn  ^n-jtcr  iiulepeikleiu  o  t«<Mi! 
M.'Siow  S..nu:  d.i\  there  ni.n  esni  K 
dccil  to  Ji'inor;  s'M'i'  fh,»!  tho  \  h'iu  h  [M'^s 
reallv  d^es  «^|H*r.i;o  on  tf ^  ^vk n  i  o 

.irv  Wic  .K  fKwiN  tl;.il  niid.l  ov.  i  tun,'. 
contriKiU-  III  pcrsU.uiiM^  otlu-t  \l.itCN  that'thc 
('•uiununisi .     now     ilcsirc     m  su^^^ltt^:tc 


cooperation  for  their  well-known  goals  of 
subversion  and  conquest?  What  are  th« 
Soviets,  then,  doing  in  Angola,  and  Portugal, 
and  the  Middle  East,  and  Somalia?  For  that 
matter,  as  the  Soviets  are  still  heard  insisting, 
for  example,  that  it  is  only  right  for  the 
Israelis  lo  abandon  Arab  territory  captured  in 
the  1967  war.  what  are  the  Soviets  still  doing 
in  whole  stales  •'captured*'  during  or  soon 
after  World  War  II  C/echoi'')vakia,  Poland. 
Hungary,  East  Germany,  Bulgaria,  Rumania, 
Latvia.  Estonia,  and  Lithuania?  If  the  Soviet 
Union  is  relentlessly  determined  to  support 
movements  of  "national  liberation'* 
everywhere,  how  is  it  that  the  Soviets  pnde 
themselves  on  supporting  "liberation"  in 
Angola  and  Vietnam  but  not  in  Hungary  and 
Czechoslovakia? 

Most  Americans  are  quite  clear  about  the 
threat's  still  being  there,  clearly  desirous  of 
damagini;  Amencan  interests  if  it  could  get 
away  with  it;  most  Americans  have 
confidence  that  it  can  be  contained  by  the 
United  States  and  its  Allies  so  long  as  they 
remain  alert  to  prevent  greater 
aggrandizement  of  Communist 
po  Aer  -monolithic  or  not. 

Therefore,  on  one  side,  the  United  States 
continues  to  be  open,  as  always,  to  genuine 
cooperation  with  Comnunist  states  and  all 
other  states  It  remains  opposed  to  aggressive 
maneuvers  of  Communist  states- not  because 
those  states  are  undemocratic  or  because 
they  arc  totalitarian,  or  even  because  they  are 
Communist  in  ideology  and  system.  (The 
United  States  has  said  repeatedly  that  it 
would  raise  no  objection  to  the  installation  of 
a  Communist  regime  honestly  elected  via 
t>pen.  free  elections  by  any  full  electorate.) 

In  sum,  the  prinur>  r.-asons  for  US 
resistance  ;ind  opposition  to  propping  up 
ilut.iiors  of  the  Coninuinist  variety  are 
tlu-sc 

•  t  omiiiunist  regimes  are  specifically  and 
relent li  ssly  dnti-Aniencin .  in  deed  as  well  as 
wori! 

•  I  hey  ire  not  merely  individually 
thriMteniiii:  counlrK-s    In  nuiny  attributes. 

.lie  siill  Imkcil  together .  combining  and 
nuilli(>l,  \\\^.  the  po\\cr  ol  nuny  countries  into 

a  "inoiu^lilliic "  .ucretion  of  pov^cr. 
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•  The  ( ommunisl  mDvemcnt  IhreatenN 
AmeriCii  nol  with  ideas  but  with  actions. 

Thu4.  the  sclf-'Hosen  guidelines  tor 
American  dealings  wilh  Communist 
loulitanans  are  not  mere  whims.  America^ 
stance  of  reaaslance  and  refusal  lo  '*prop  up** 
Communist  dictators  is  not  an  option  it 
lelccts  automatically  out  ot  willfulness,  or 
perversity,  or  ideology,  or  distorted 
perception 

THE  SOMETIMES  PROPPED 
NON  COMMUNIST  TOTALITARIANS 

In  many  particulars,  the  reprehensible 
features  of  internal  onentations  of 
Communist  totalitarian  regirr.ss  are  replicated 
in  all  totalitarian  regimes,  whether 
representative  of  the  Right  or  the  Left, 
whetfier  fascist  or  Communist  or  mavenck 
Such  internal  regimes  are  universally  though 
variously  deplored,  denounced,  or  despised  by 
democratic  and  semidemocratic  societies,  and 
on  (Kcasion  by  benign  authoritarian  regimes 

Is  Ihcr*  jny  basis  for  difference  in  US 
responses  to  totalitarian  nations,  either  in 
propping  up  or  in  nudging  down?  If  so.  what 
IS  the  difference''  The  cntical  basis  is  the 
difference  between  internal  and  external 
policies,  between  internal  and  external 
activities,  and.  within  the  category  of  external 
relations,  the  differences  among  helpful, 
neutral,  and  hannful  act:«  not  merely 
statements  or  abstractions,  but  .ictions 

In  sonic  non <  omnuinist  stalCN,  tlic 
totalitarianism  or  authoritarianism  is  not 
maximal  but  at  some  lower  or  intermediate 
level  of  intensity,  and  applied  only  in  selected 
fields,  ways,  or  degrees  Their  nudities  do  not 
constitute  the  wholf  o\  some  sssteris  Wt* 
deplore  their  totalitarian  aspects,  son  of 
which  are  total  as  in  Comn^.tust 
societies  .uiil  some  ol  vkhich  are  nr,\  In 
general,  such  nation^  cim^titule  a  cate^:i>r\  to 
be  d  istinguisheil  t  roin  C  oiiimuntst 
dictatorships.  Jl  least  op  the  lollowin^' 
groutuls 

•  I  hry  remain  nuliviJiial.  separate  st;ites, 
not  linkeJ  l^^^rther  in  Ihreatrnin^:  a^re^ateil 
po>M  I 

•  Si>nu'     fiave    consuler.ihle     pov^er.  aN 


single-nation  power  goes,  but  the  sc^le  of  even 
the  most  powerful  constitutes  no  real  threat 
to  the  United  States  even  if  the  power  were 
directed  by  anti-American  orientations 

•  Possibly  the  greatest  difference  between 
Communist  totalitarians  and  other 
totalitarians  is  that  most  of  the  latter  arc  not 
anti-American.  They  may  argue  with  America 
over  particular  issues,  but  neither  in  word  or 
deed,  so  far  as  we  can  tell,  do  most  of  them 
express  or  intend  harm  to  tlie  United  States. 
They  may  be  repressive  m  relation  to  their 
own  peoples,  but,  fur  various  reasons,  many 
admire  Amenca  and  like  Americans  and 
American  ways.  Some  among  them  may  not 
like  American  ways«  but  do  respect  American 
power 

•  Some  other  totalitarian  and  authontarian 
states  may  not  be  pro-American,  but  they  arc, 
for  vanous  reasons,  anti-Communist.  To  the 
extent  that  individual  nations  can  affect  such 
an  issue,  they  have  no  intention  of  permitting 
aggrandizement  of  the  Communist-controlled 
portion  of  the  world. 

•  Some  totalitarian  countries  control 
certain  critical  resources  or  geographical 
features,  primarily  involving  valuable  strategic 
location  related  to  countering  certain 
C  onimunist-world  potentialities  for  damaging 
America  or  the  West, 

Suppose  an  American  looks,  for  example, 
at  South  Africa-what  does  he  see"*  Well, 
It  depends  largely  on  ^^hat  he  is  looking 
for.  Some  Americans  will  sec  only  the 
censorious  characteristic,  apartheid,  anil 
nothing  but  apartheid,  and  insist  that  for 
Americans  nothing  else  matters 

But  there  are  a  great  many  other  things 
about  South  Africa,  favorable  characteristics 
that  also  matter  very  much  iii  internationji 
strategic  equations,  such  as  higli  literacy, 
advanced  modern  civili/atiiwi.  hi^:h  skills,  hidi 
standards  oi  perlorinance  in  economic, 
military .  professional  fields,  strategic  location, 
physical  power:  lar^:ely  Western  values: 
I  nglisli-speakin^.  sell  support,  nol  depeiulent 
on  anyone  else,  nol  Imkeil  m  po\\er 
a^:|:re^:ation  with  ot!»ers.  achievement  o! 
pt^sition  tliroujMi  sweat.  t>looil.  ,iiul  hraniN. 
an  i  similar  allnbiitcs 
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No   doubt,  a   tubttantial    maiority  of 
Americani.  itJl  in  proem  of  ^Uminatini 
racial  discrimination  from  our  own  society, 
would   condemn   oparthtid.    However,  no 
matter  how  agonizingly  the  single  factor  of 
aparlhtid  looms  in  current  social  analyses,  it 
does  not  and  should  not  constitute  the  sole 
basis    or    the    overndtng    critenon  for 
determining  total  American  relationships  wtih 
South  Africa.  It  is  to  be  noted,  fof  example, 
that  several  black  Afncan  regimes  have  come 
around    to   the   perspective   that,  despite 
apartheid,  they  themselves  are  now  wiilmg  to 
do  certain  kinds  of  business  with  South 
Africa  The  US  Government  has  condemned 
apartheid  in  nunierous  puWic  sUtcments  and 
ofricial  communicat)c:is  to  the  South  African 
Govemmenl.  but  we  maintain  fall  diplomatic 
ivlations  with  that  country 

There  is  also  o.ie  addUional  notable  and 
transcendent  trait  ol'  South  Africa  that 
necessarily  \o^ym%  very  large  in  Ameriuan 
policy  South  Africa  has  no  enmity  towards 
the  United  States  It  happens  in  this  decade 
that  wc  are  not  so  besieged  by  foreign 
admirers  that  we  can  afford  gratuitously  to 
alienate  another  nation  that  wishes  us  well.  C*. 
L.  Sulzberger  cited  a  late  1975  informal 
estimate  among  American  diplomats  that  in 
the  UN  General  Assembly  at  that  time  there 
were  represented  about  JI5  nations  lriendl>  to 
us.  about  .^5  neutral  but  rather  hostile,  and 
about  70  "sworn  adversaries  ' 

T!ms.  while  some  general  pattern  ol 
relationships  can  be  worked  out  to  govern 
American  dealings  with  non-<'ommunist 
totahtanans.  each  nation  presents  a  largely 
unique  ut  slill  complex  challenge  to  be 
sorted  out  im  its  own  merits,  with  hi-avy 
emphasis  on  reality  and  practicahty 
Particularly  ditlicult  cases  tor  American 
policy  involve  those  countries  that  f.ill  captive 
to  totjhiarian  regimes,  despite  havm^ 
previouslv  enunod  denu>crjtK  trjdiiions. 
and.  perhaps.  jnikMhle  rrUtu^ns  with  the 
United  Stales  ovei  extended  periods  ol 
tiiTie 

Incuk-nt.ilK .  in  rclativ>n  tv)  supporiuH* 
certain  >elevted  regimes,  it  ^hould  nut  be 
ditfivult  to  discern  ih.if.  in  special 
circunist.wues.  support  pf  ure  dt.  Litor  nuv 


botnl  anoUier  dictttor-or  perhaps  both  of 
them. 

TMI  Of MOCIUTIC  NATIONS 

US  intttnction  with  democratic  regimes 
poaes  no  domeittc  ideologicti  inhibitions  for 
Americans.  However,  for  thoae  who  aeem 
offended  by  having  to  deal  with  anything  but 
democracies,  it  is  unfortunate  indeed  that  so 
few  nations  possess  valid  credentials  On 
December  17,  1975,  US  AmbasMdor 
Moynihan,  addressing  the  UN  General 
A  s  se  m  biy .  noted  that  "most  of  tht 
governments  repivsented  in  the  Genera] 
Asstmbly  do  not  themselves  govern  by 
consent  (of  their  citiaensl**;  he  asaerted  that 
there  are  now  "28,  possibly  29,  functioning 
represenutive  denoocracies  in  the  world'*-and 
one  of  them,  Swit2erland,  is  not  a  member  of 
the  United  Nations. 

Freedom  House,  Mt  the  start  of  1976, 
estimated  Chat  of  the  world's  158  countries 
and  4  06  billion  people: 

•  1,823  million  people  in  65  nations  arc 
"Not  Free." 

•  1 ,436  million  people  in  53  nations  are 
•Partially  Free." 

•  804  million  people  in  40  nations,  mostly 
in  North  America  and  Western  Europe,  are 
'•Frec."U 

It  is  sad  but  true  that  not  a  great  deal  of 
the  world's  strategic  real  estate  is  currently 
controlled  by  democratic  states,  simply 
because,  among  several  reasons,  there  are  so 
few  of  them.  Thus,  if  one  insists  that  the 
United  States  deal  only  with  democracies,  our 
foreign  policy  cupboard  is  likely  to  be  nearly 
bare  a  good  bit  of  the  time. 

THE  MIXED  OTHEHS-MOSTLY 
AUTHORITARIANS 

This  fourth  category  of  nations  is  the 
largest  and  most  varied.  Most  nations  in  it  arc 
in  some  stage  of  authoritarianism.  There  may 
well  be.  for  example,  some  direct  correlation 
between  thodegreeof  democracy  prevajent  in 
a  sixiety  and  its  degree  of  economic  and 
social  prx^^ress.  but  the  connection  is  not 
rt'jdily  r  it>vjbltv  Many  experts  do  insist  that 


only  via  itrong  internal  centralized  control 
can  developing  countries  emerge  from 
backwardness  and  stagflation,  pnd  the 
argument  makes  much  scnK.  Another  expert 
insists  that  only  two  kinds  of  government  are 
feasible  in  poor  countries,  and  both  are 
authoritarian;  one  type  seeks  to  perpetuate 
inequitable  elite  advantages,  and  the  other 
tvpe  seeks  gradual  but  genuine  social 
reform 

Practically  all  Third  World  countries  have 
small,  authoritarian  elites,  no  mid  classes, 
and  masses  of  the  poor.  Moreover,  among  the 
world's  poorer  nations,  both  old  nations  that 
were  never  colonies  and  new  nations  emerging 
from  former  colonial  status,  few  were  ^ver  in 
the  hands  ot  democratic  regimes  or  developed 
democratic  cultures.  Their  regimes  have 
invariably  been  authoritarian,  they  have  never 
experienced  any  other. 

Barbara  Ward  is  one  ol  those  who  insist 
that  to  operate  even  basic  democracy 
successfully,  large  numbers  of  literate,  tramed 
administrators  tnust  be  available.  ^ Probably, 
many  other  elements  are  likewise  esiiential  at 
least  mimmal  numbers  of  competent  leaders 
at  several  levels  of  participation,  articulate 
leaders  and  electorate,  some  moderate  level  ot 
universal  literacy,  at  least  minimally  adequate 
networks  of  communications:  a  press 
encourairod  to  and  committed  m  larn*  part 
to,  society's  positive  interests  and  not  to 
ideolo^  or  ag^andi/ement  of  itself  or  elites, 
at  least  nu^derate  per  capita  economic 
prosperity,  making  modest  degrees  ot 
diversity  profitable;  and  nation-buildm^. 
encouraging  innovation.  But  liberty  places 
responsibilities  on  mdividuals  that  people  m 
some  stage<;  ot  difterent  cultures  do  not  want 
They  m.iv  distrust  their  i>wn  iv,;ior.in».i\  or 
fear  to  question  the  dicta  of  tlieir  priests,  ox 
in  other  ways  (ail  to  enthuse  over  ilenuxriitK 
visions  "Ihey  nuv  resist  change,  and  pre IV r 
stability  Inste.ul  ol  ..utonoiny  thc>  niav 
prefer  a  system  i>f  ^<>iUathers  .Ak:cori1n)^> , 
even  to  assist  suth  peoples,  one  nuist  in  rn.inv 
instances  do  busuuxs  with  dK!.iii»rN 

VARIETIESOF  INTERACTIONS 
ANO   PROPPINGS  UP  ' 


at  foreign  capitals  to  express  their  specific 
advice  or  demands.  While  the  types  of 
objectives  of  relations  among  states  have  not 
changed  much  (such  as  alliance,  trade,  and 
threat),  the  range,  scale,  and  means  for 
intei^ention  have  increased  enormously. 
Literacy,  transportation,  communications, 
political  awareness  all  are  proliferating;  so 
that  there  are  now  seemingly  endless  varieties 
of  ways  and  means  to  influence  another 
nation's  course. 

There  are,  of  course,  a  host  of  positive  and 
negative  ways  short  of  armed  attack,  in  which 
support  or  propping-up  may  be  rendered,  or 
..I  which  coercive  measures  in  the  form  of 
intervention,  interference,  or  attempted 
threat  might  be  brought  to  bear  against 
another  state,  its  personahty,  or  its  political, 
economic,  and  cultural  elements. 

We  need  a  set  of  more  precise  terms  to 
identify  the  various  ways  in  which  one  nation 
can  project  influence  into  another.  Halpem 
observes: 

It  is  an  iltusi ration  ot*  the  unstable 
character  of  ihe  present  international 
system  that  ihere  is  no  agreeineni  on  the 
deOniiion  of  the  two  acts  mosi  likely  to 
destroy  the  sovereignly,  independence  and 
equality  of  any  participant  of  ihe  system, 
or  perhaps  even  the  system  itself-namely. 
aggression  and  intervention.  That  is  not  to 
say  thai  there  is  no  agreement  whatever. 
There  is  etiou^th  agreement  to  make  the 
system  endure,  not  sufficient  agreement  to 
make  it  stable  ... 

.  .  ,  We  live,  more  nou  than  ever,  iii  an 
interdependent  world  ...  A  great  power 
intervenes  in  the  domestic  realm  of  other 
stJtes  when  it  says  yes  and  when  it  sa>s  do. 
indeed  by  its  sJieer  existence       .  * 

Ihe  characters  and  values  of  foreign 
regimes,  as  noted,  vary  widely  Some  toreign 
countries  have  pursued  policie-;  that  one  or 
more  subgroups  ot  Americans  have  foutid 
d  I  s  t  a  s  t  e  f  u  I  on  religious,  psychological , 
eeo  nornic,  siKial,  theoretical,  or  other 
^r»Miruls  Anieru  a  has  supported  ^onie  regimes 
{ and  d«'c  lined  t(^  support  others )  that 
condoned  a  lii>st  of  practices  considered 
I ontroversi.il  oi  repugnant,  nuhtdinj!  capital 
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punithinent.  euthanasia,  ancestor  wonhip,  the 
killing  of  bulb,  the  uniting  of  icais. 
castration,  sterilization,  'polygamy,  drug 
usage,  child  betrothal,  wholeule  race  or  class 
discrimination,  and  many  other  practices  that 
some  Americans  diMpprove  of.  it  is  important 
to  realise  that  among  the  Americans  who 
diagpprove  art  often  inchided  American 
decisionmakers  themselves,  who  had  to 
choose  workable  policies,  and  American 
representatives,  who  had  to  negotiate  them. 

In  passing,  it  may  be  worth  noting,  for  the 
benefit  of  Americans  who  are  quick  to 
denounce  any  practice  of  others  that  they 
find  distasteful,  that  despite  American 
amenities  Jierc  exist  also  a  number  of 
widespread  practices  tolerated  in  America  but 
repugnant  to  certain  foreign  societies,  such  as 
hedonism  and  blatant  exploitation  of  sex; 
contempt  for  authority,  preeminence  in 
incidence  of  vandalism,  homicide,  anJ  other 
crimes  against  the  person;  widespread 
personal  possession  of  guns;  self-glorification; 
appalling  waste,  in  a  world  of  shrinking 
resources;  commercialization;  and 
irresponsibibty  of  sectors  of  the  media.  Would 
it  be  conceded  by  any  Americans  that  foreign 
disapproval  of  such  characteristics  would 
justify  denunciation  or  attempts  by  foreigners 
to  intervene  in  American  internal  affairs  or  to 
exclude  the  United  States  from  some  tacet  of 
international  relations.^ 

We  have  difficulty,  indeed,  in 
undersunding  ourselves,  in  prvdicting 
the  outcome  of  complex  factors  which 
partly  assist  but  partly  obstruct  desired 
outcomes,  in  predicting  our  own  future,  in 
achieving  optimum  mixes  of  policy  that 
satisfy  the  many  strands  and  interest  groups 
in  America.  It  is  difficult  to  identify  what  is 
best  for  ourselves.  How  much  more  diff  icult  it 
is  to  select  what  is  best  for  other  societies** ' 
Who  are  we  to  insist  that  we  know  better 
than  they  do  what  is  best  for  them,  how  they 
ought  to  perceive  external  pressures,  where 
their  interests  lie.  what  pace  of  change  they 
should  adopt,  and  how  best  to  organize  their 
pohtical  and  economic  affairs''  How  would  we 
know  what  trade-ofts  between  personal 
sacrifice  and  national  progress  they  should 


prefer?  Democracy  may  not  be  indeed, 
apparently  is  not -suitable  for  elementary 
stages  of  social  organization.  Perhaps 
democracy  is  acceptable  as  a  universal  goal; 
but  until  different  societies  reach  their 
respective  ••critical  mass**  itages  of 
development,  democratic  practices  may  be 
not  only  premature  but  counterproductive. 

Ultimately,  th^  primary  criterion  must  be 
the  same  one  later  discussed  in  relation  to 
recognition  of  new  regi.nes:  effectiveness. 
Regardless  of  political  cast  or  the  state  of 
internal  social  justice,  does  or  does  not  the 
regime  in  question  have  effective  capability  to 
govern? 

In  judging  on  the  basis  of  its  internal 
practices  the  desirability  of  supporting  a 
foreign  regime,  the  United  States  may  be 
faced  with  a  difficult  choice  in  ambivalent 
circumstances.  The  real  choice,  as  so 
frequently  occurs  in  human  affairs,  may  not 
lie  between  a  good  course  and  an  evil  course; 
that  choice  poses  no  insuperable  problem. 
The  great  dilemmas  involve  choice  among 
several  courses,  each  of  which,  dependent 
upon  the  perspectives  and  perceptions  of 
observers,  involves  different  kinds  and  degrees 
of '*evil  " 

It  has  been  essential  to  distinguish  between 
external  affairs  and  internal  affairs 

Thus,  in  international  affairs,  the  principle 
has  long  been  accepted  that,  while  the 
external  affain  of  a  nation  involve  other 
nations,  the  internal  aff  airs  of  a  nation  are  no 
other  nation*s  concern.  President  Kennedy 
underlined  both  points  in  the  la^t  paragraph 
of  his  letter  answering  Chairman  Khrushchev  s 
protest  against  our  Cuban  crisis  intervention: 

I  believe.  Mr  Chairman,  that  you  should 
recogni/e  that  free  people  in  all  parts  of  the 
world  do  not  accept  the  claim  of  historical 
inevitability  for  Communist  revolution. 
What  your  govermnent  believes  is  its 
butiness;  what  it  does  in  the  .vot\d  is  the 
world's  business  18 

Rooted  in  this  and  related  causes,  there  has 
existed.  historicall>.  ;i  powerful  barrier  to 
American  intervention  m  the  internal  affairs 
o  I    other    nations      the    provision  of 
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international  law  prohibiting  luch 
inierference  or  intervention.  This  provision 
has  not  deterred  Communist  orga-*izen  and 
activists,  frequently  posing  (and  occasionally 
acting)  as  gcnume  homegrown  revolutionaries 
against  repiessive  local  elites.  Most  local 
masses  have  not  understood  in  time  that, 
when  they  follow  Communist  cadres,  they 
merely  exchange  one  set  ot  repressive  masters 
for  another 

America,  supporting  the  concept  of  mic  of 
law.  has  generally  respected  this  provision  of 
international  law.  This  is  not  to  say  that  the 
United  States  has  not  intervened,  for  it  has 
done  so.  particularly  in  Latin  America,  m 
three  kinds  of  situations 

•  To  restore  order,  when  chaos  threatened 
or  arrived  in  the  Western  Hemisphere. 

•  To  forestall  F.un>pean  intervention  or 
coJonuli/ation.  when  a  power  vacuum 
mvolved  some  other  nation  in  the  Western 
Hemisphere  (thus,  rather  than  exploiting  the 
endanetered  nation's  vulnerability.  American 
policy  preser%ed  the  nation's  sovereignty). 

•When  invited  to  intervene  by  the 
concerned  nation  itsel! 

Almost  invariably,  and  r.  ^stly  sooner 
rather  than  later.  American  ir'ervcniion  was 
terminated  when  order  y,^^  restored  and  as 
viable  administration  tethered  momentum.  Of 
course,  American  interests  were  usually 
mvolved,  tliough  ot  t\\o  kinds.  One  kind 
comprised  direct  American  interests,  such 
actions  temied  to  be  understood  il  not 
applauded,  by  pragmatic  regimes  of  ai,  stripes. 
The  other  kind  cornpnsed  certain  interests 
and  responsibilities  o!  fhe  United  States,  as  a 
superpower,  tor  some  ;.fjiree  of  world  order 

One  feels  that  any  discussion  ot 
interactions,  or  ol  up«proppinji.  is 
incomplete  these  itavs  without  at  tCast 
mentioning  the  prohlerating  means  and 
methoils.  brought  jHmit  h>  technolojtical  and 
stKial  change,  tor  projecting  intluence  !rom 
people  to  people,  overpassing  governments, 
and  rendering  more  ^.onipK'x  and  difficult 
adherence  to  the  noninterference  principle 

A  luinihor  o!  sigiut iv. ant  changes  are  m 
progrevs  or  in  tfie  otfir^v:  appejrmg  ti>  presage 
weakening  ol  dutuutuMK  between  domestic 


and  foreign  policy.  To  cite  one  illustration, 
Senator  Henry  Jackson  and  others  have 
applied  pressures  with  some  success  on 
American-Soviet  negotiations,  apparently 
benefiting  the  efforts  of  Jews  to  be  released 
from  the  USSR  in  order  to  emigrate  to  Israel 
In  another  example,  the  US  Senai  ,  on 
February  18,  1976,  voted  60-30  to  pass  the 
International  Security  Assistance  and  Arms 
Export  Control  Act  of  1 976;  one  provision  of 
the  Act  would  terminate  transfers  of 
American-made  weapons  to  nations  **iudged 
to  have  violated  the  human  nghts  of  their 
citizens'** » 

One  is  entitled  to  some  unease  about  this 
provision.  In  instances  of  flagrant  cruelty,  of 
well-documented  internal  repression  of  such 
extreme  degree  as  to  **stink  to  high  heaven,**  a 
foreign  nation  may  well  decline  to  do  business 
with  a  particular  regime  involved  (and  thus 
intervene  via  inaction).  But  extreme 
conditions  tend  to  simplify  policymaking; 
most  problems  fall  within  e<treme$,  along 
spectra  exhibiting  many  intersections  of  many 
complex  factors.  Which  human  nghts  will  be 
involved?  What  degree  of  violation  is  intended 
to  result  in  prohibition?  If  we  could  be  sure 
ot  two  things-tlie  reliability  of  our  data,  and 
the  participation  of  Solomon  in  judging  net 
truth  and  virtue  in  each  instance-  we  might 
come  closer  to  justifying  such  '^negative 
inter  vent  ion.'*  even  in  violation  of 
international  law. 

In  any  event,  the  former  uncertain  state  of 
separation  of  internal  and  external  aspects  of 
issues  is  being  further  eroded,  by  many  forces, 
including  such  changes  as  these: 

•  Instant  worldwide  communications  via 
satellites.  TV.  and  radio. 

•  Immediate  means  of  international  give 
and  take  constantly  available  at  standing  and 
ad  hoc  international  conferences, 
organizations,  and  other  agencies. 

•  A  great  variety  of  economic  interventions 
and  proppingS'Up  are  becoming  available  and 
more  effective,  such  as  interactions  on  od 
allocations,  and  oil  prices. 

•  T  he  government  of  one  nation  can  today, 
in  many  instances,  even  appeal  over  the  head 
ol  government  \o  the  people  of  another 
nation    One  notes,  for  example,  full-page 
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advertiaementi  tn  The  New  York  Times  and 
The  Washington  Post  of  September  24,  1974, 
headed  **The  Preaident  of  Veneauela 
Raaponda  to  the  President  of  the  United 
States/*  The  laaue  wat  oil  policy.  Had  the 
Venezuelan  Pretident*s  real  purpose  been 
merely  to  addreia  the  American  President,  he 
certainly  did  not  need  to  buy  a  page  of  The 
Sew  York  Times  to  do  so, 

•  It  it  now  feasible  for  private  groups  to 
intervene  in  other  nations,  in  contradiction  i<> 
official  national  policy.  Criminals  and 
terrorists  have  demonstrated  that  they  can 
intervene  and  even  intimidate  some  societies 
and  governments  into  acceding  to  their 
perverie  wishes.  For  another  example,  Prime 
Minister  Harold  Wilson  of  the  United 
Kingdom  denounced  in  December  1975 
**misguided  Insh-American  supporters  of  the 
Irish  Republican  Army";JO  and  the  Prime 
Minister  of  Ireland,  in  addressing  a  joint 
ttssion  of  Congress  in  mid-March  of  1976. 
asked  that  the  US  Government  put  a  stop  to 
this  form  of  intervention  in  Insh  affairs. 

BASIC  US  INTIRESTS 

Careful  definition  becomes  imperative  in 
modern  times  when  a  charge  is  leveled,  for 
example,  that  "the  United  States  is  propping 
up  dictators/*  What  US  interests  are  involved, 
and  what  mran^  of  up-propping  are 
employed** 

The  primary  interest  of  the  United  States  is 
exactly  the  same  as  every  other  nation *s,  it  is 
precisely  what  Dean  Achesi)n  said  it  was  when 
he  was  asked.  'To  survive."  he  responded, 
"and,  if  possible,  to  prosper.** 

One  may  argue  -  gingerly,  for  analogies  can 
be  tricky  that  the  hierarchy  of  interests  of  a 
nation  can  to  some  extent  be  perceived  to 
resemble  the  universal  hierarchy  of  personal 
interests  that  Abraham  Maslow  postulated  for 
individuals.  Maslow *s  five-step  hierarchy  of 
interests  and  motivations  agrees  with  age-old 
priorities  in  establishing  that  self-preservation 
is  the  first  Uw  of  nature  Maslow*s  (msic  step 
has  first  priority  among  steps  the  most 
fundamental  interest  ol  man  is  survival  and 
the  means  to  survival  hfe.  food,  warmth, 
shelter,  healing  ilo  the  contrary,  moral  codes 


do  not  give  high  place  to  self-interest,  but  in 
the  practical  arenas  of  living,  lelf-preservation 
comes  first.)  As  Adam  Smith  wrote  in  The 
Wealth  of  Nations  ( 1 776) 

It  is  not  from  tht  benevolence  of  the 
butc*i«r.  the  brewer  or  tht  baker  that  we 
expect  our  dinner  ^ut  from  their  regard  to 
their  lelf-interett  We  iddreu  ourselves  not 
to  their  Iiuminity.  but  to  their 
self-love  21 

In  Maslow's  terms  (endorsed  here  to  the 
extent  that  they  appear  to  reflect  rual  life) 
other  considerations  and  aspects  of 
self-interest  come  later:  security,  esteem, 
prestige,  self-actualization.  While  no  analogy 
is  ever  completely  parallel ,  one  may 
reasonably  draw  one  obvious  analogy  between 
the  identical  first  priorities  of  individuals  and 
nation<«ocieties:  to  exist,  to  survive,  to 
endure.  Thus,  the  security  of  the  nation  is  the 
first  and  foremost  of  each  and  every  nation's 
interests.  Moral  considerations  take  second 
place. 

William  Bundy  recently  identified  three 
objectives  of  American  foreign  policy:  the 
physical  security  of  the  United  States;  the 
maintenance  of  an  international  environment 
in  which  the  United  SUtes  can  survive  and 
prosper;  and,  somewhat  unique  to  the  United 
States,  the  exertion  of  American  temporizing 
influence,  by  word,  example,  or  action,  upon 
the  more  repressive  governments  in  the 
world.  2  2 

Accordingly,  can  there  be  any  quarrel  with 
consensus  that,  similar  to  the  primary  goal  of 
every  other  nation  on  earth,  the 
overwhelming  objective  of.  for  example. 
American  aid  (economic,  military,  or  other) 
to  foreign  countries  is  to  preserve  American 
national  security  and  prosperity?  This 
primary  objective  does  not  preclude 
incorporation  of  other  objectives  among  our 
"package  of  objectives**  inHuencing  our 
support  of  any  particular  nation  or  group  of 
nations  (e.g.,  NATO).  It  does  not  prechide 
generosity,  h  u  m  an  i  t  a  r  ia  nism .  or 
encouragement  to  democracy  and  social 
justice  in  appropriate  circumstances.  The 
United  SlJles  has  frequently  incorporated 
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iur*h  values  in  its  agreements  But  there 
•hould  be  no  confusion  about  the  pnmary 
objective.  As  one  writer  points  out 

• . .  lh«r«  in  thov  who  bclWvc  that,  in  the 
ftalliy  ci  tha  powtr  itniggU  bt twtf n  the 
UiUlcd  Slitfi  and  its  two  principal  rtvals, 
the  U.S.S.R  and  China,  ratpact  for 
lnternalk>ii«2  taw,  «lf  determination,  mii 
the  like  muil  come  lecond  Such  principle) 
will.  In  Daan  Achason  i  obaie  ■  serve  is 
'ethical  rrstriint  but  will  yield  to  htaher 
necentiek  '2) 

Needless  to  say.  the  outcomes  of  these 
dilemmas  are  not  often  crystal  clear  in 
advance,  and  favorable  outcomes  cannot 
be  piaranteed  No  one  can  read  the  future 
Some  nrcipient  countries  are  not  sure  what 
they  themselves  will  do.  We  make  mistakes,  as 
do  our  adversaries  We  wiri  some,  and  we  lose 
a  few. 

MIT  political  scientist  Lincoln  Bloom  field 
has  expostulated 

The  question  for  the  United  States  is 
whether  it  is  to  he  permanently  cast  a\  the 
enemy  of  all  new  movements,  tendencies . 
and  historical  foices  .  .  Nothing  in  the 
US  Constitution  sayn  we  have  to  be  allies  of 
small  time  dictatt^rships.  one-party  poltce 
states,  and  unpopular  oligarchies.  vit 
are  in  a  war  in  which  our  very  existent e  ts 
at  itike 

On  the  other  hand,  the  Constitution  Joes 
not  stand  mute  abi>ut  the  deUnsc  and 
aecunty  of  the  I'nited  States.  It  ct^ntams  no 
requirement  to  refrain  from  coopvratton  or 
alliance,  if  need  he  with  any  state  m  a 
position  to  protect  or  further  American 
intt  rests,  whether  or  not  that  state  is  a 
dfomcraey  or  a  tyranny,  benign  or  cruel, 
ra^.i^al  or  reuvtionary.  moral  or  immoral  or 
amoral 

All  public-  ofticijU,  elected  and 
appointed  the  President.  memKrs  ot 
(onjcress.  tahmel  ministers  eiviliai  and 
militar\  I'ttieuils.  ami  ovnu  (Mhers  toininit 
themselves,  hy  taking:  a  puhlu  tuth,  to  deteiul 
the  Constitution  a^.nost  both  cx'ernjl  and 
mtrrn.il  OfU  iiikX 
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Neither  the  President  nor  anyone  else, 
elected  or  appointed,  is  committed  by  his 
oath  of  office  to  spread  democracy  around 
the  world,  or  to  be  fenerous  or  stingy  with 
America*!  wealth,  or  to  educate  or  criticize 
foreigners  about  their  faults  or  virtues,  or  to 
choose  morality  (whose  morahty?)  above  all 
other  considerations,  or  to  fivor  foreign 
naiiuiis  according  iu  the  preferences  of 
powerful  pressure  groups  in  America,  or  to 
support  the  Right  or  the  Left  anywhere  in  the 
world,  or  to  see  to  it  that  foreign  regimes 
treat  their  people  the  way  even  most 
Americans  think  they  should.  The  sole 
overriding  commitment  of  public  ofucials  is 
to  the  security  of  this  nation,  "to  defend  the 
Constitution  against  all  enemies,  foreign  and 
domestic"-a  clear  and  stark  priority. 

Emphasis  on  the  criterion  of  self-interest 
does  not  connote  that  the  United  States 
believes  it  has  any  right  to  ride  roughshod 
over  the  interests  of  any  other  nation,  or  that 
America  imagines  that  it  can  afford  to  engage 
in  relations  with  other  states,  big  or  small, 
without  morality,  equity,  or  compassion. 

THE  AMERICAN  STYLE 
OF  tNTERACTION 

American  policy  toward  ny  one  nation  is 
never  conceived  in  a  germfree  laboratory  or  in 
a  vacuum.  Any  one  major  American  policy 
must  emerge  from  some  resolution  among  a 
host  of  conflicting  forces  and  interests, 
including  critical  American  interests; 
peripheral  interests:  perceived  and  stated 
interests  of  the  regime  and  the  people  ot  the 
other  nation  involved:  interests  of  allies  and 
clients  of  the  United  States  and  the  other 
nations;  interests  of  other  third  parries;  the 
interests  of  world  (and  possibly  regional) 
order:  long-range  factors  as  differentiated 
from  short-range;  "the  opinion  of  mankind" 
in  Its  various  manifestations;  morality  as 
differently  perceived,  pressures  by  interested 
private  groups  within  the  United  States: 
alteri  at  v  means  and  methods  available, 
feasible,  and  preferable,  and  others. 

I  wo  eircumstanees  of  interaction  are 
particularly  sitinifieant  the  recognition  of 
new  jroverninents,  and  interactions  with  Third 
W(Hld  c(Mintiu's  It  seenis  \o  nu*  likely  Hiat.  in 
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many  respects,  reljiions  with  Third  World 
countries  will  become  tht  prototypes  oi 
ltt«lion&  with  most  or  all  foreign  cimntnes. 

In  194*^,  Secretary  of  Slate  Dean  Acheson 
fnuncMted  ^  set  ot  principles  which  expressed 
America's  overall  voinmitmcni  to  "Waging 
Peace  in  the  Americas**  I  hut  duster 
expressed  as  well  as  any  othiM  the  basu 
principles  characten/ing  I  S  foreign  pohcy 

•  OuresjKMiiul  Utih  m  the  wvuUi  v>t  the 
individual. 

•  the  picwrvatim,  i)(  oat  vvav  ot  life 
withoul  trying  ti»  iiupDK  it  on  others 

•  Ihe  nbservjiuc  by  Alt  giwcrnnicntx  ot 
ethical  «4ndard\  bawrd  on  mtwc  and 
respect  li>i  t reels  aicepted  injcrnjtiDnal 
obligations, 

•  proie^'ti^tn  ot  the  legjiiniate  nnciesis 
ot  t)ui  people  ami  governn?eiit  ti^jjc'her 
with  re«pctt  toi  ihr  leginmaie  inicrcxjs  o\ 
all  other  peoples  jnd  g»wernnieiM>, 

•  the  )undu  jl  cquj|ii\  v'l  all  \\w 
American  Republks, 

•  nonintcivcniHMi  ui  iIk'  uilL'rriui  di 
external  altjiis  ot  jns  \inefkai)  Rcpu^Ik  , 

•  the  ititnulation  ot  pnvjte  el  ton  js  iho 
most  important  tactoi  rn  pohn^dt. 
econoniK,  ajij  so».ul  purpoM«s 

•  trccdoMi  o\  mlornuTjott  jnd  the 
development  of  tiee  exi  han^es  in  all  tklds. 

•  the  perttMion  v^nh  ihi«  oth^r 
American  tiHinliics.  ot  le^ronjl  jnj 
universal  aiungemenis  toi  maintaining 
inteinatiot.al  pea.  o  and. 

•  the  promolUMi  oi  ihc  eo>noiiiK  ,  >ivu!. 
ajid  pohtkal  weltan-  o|  the  pcnpk'  ot  ihc 
Amcikan  Kepuhli^  s  - 

In  rcti'rerwc  to  the  rocopjutu^n  ot  m-vs 
govcriunonls.  Ariu'ru.i  hjs  I  ecu.  in  i^cncr.it. 
syrnpathftu  to\\.ird\  gcnunu-  r.-volutuMKirv 
movements  that  .>ppcarcd  to  K-  .K  tinp  m  their 
people's  inti'rfsts  (tnit  not  smi|.,  ci\.\{/ 
revoliUtiMiN  instiKjU'J  l>v  suhMrMse 
ttiovfinents  dircvtod  hy  re\ oluhiMi.iriOs 
trained  in  ollu-r  tv»untiK'\  m  tluir  inierestN^ 
Henry  Stunson  \^l^llr  Se^rel.iis  (»t  St  u\ 
insisted  to  tlu'  (  ^mt\  i|  ol  t  t>reipi^  Kel.iiu)nN  in 
\^K^\  Ihjt  sirut  llu-  \nieiK.wi  K/\ottitK>n  i  s 
Pohcv    no    re,i>i:rnh<Mi         m-u      »\ .  t  n nu>n f  s 


had  always  emphajuzed  the  de  facto  element 
(ftieaning  recognition  of  a  regime's  effective 
control  of  the  country,  acquiescence  by  the 
people,  and  willingness  to  discharge 
international  obUgationsi,  with  the  dv  jure 
factor  held  in  abeyance  2*  I>ean  Acheson,  on 
the  same  1 93 1  occasion  referred  to  abcvc, 
explained  traditional  American  policy; 

.  .  Our  policy  with  reipect  to  recognising 
new  jovernments  in  the  heniisphen-  rs  m)t 
inconsistent  with  inir  encouragement  of 
democracy.  We  maintain  diplomatic 
relations  with  othei  countries  primaril> 
becauw  we  are  all  on  tJie  same  planet  and 
must  do  business  with  each  other.  We  do 
not  establish  an  embass>  or  legation  in  a 
foreign  country  to  show  approval  of  its 
goverrmient  We  do  so  to  have  a  channel 
through  which  to  conduct  essential 
government  relations  and  to  protect 
legitimate  United  States  interests, 

it  and  when  we  do  recojtni/c  a 
government  under  these  circunjstances,  our 
act  of  recognition  need  ni)i  be  taken  to 
imply  approvdJ  of  it  or  its  potkiCN.  It  is 
recognition  ot  a  Kt  ol  facts,  notliing  more 
We  may  have  the  gravest  reservations  as  to 
the  mannct  in  which  it  has  come  into 
pi  wer  We  may  dcpltue  its  attitude  to\said 
civil  liberties  ,  . 

Professor  John  (iange  wrote  in  1^)5^ 

fhe  United  Slates  has  often  held  tlio  lact 
ol  tree  elections  to  bo  a  critical  test  of  the 
freely  given  support  ot  any  people  to  the 
governmeni  ,  ,  In  the  immediate  po>twar 
montlis  in  \W,  ih.  Unik-d  Siatcs 
government  made  frequi  -elcrcnccs  to 
iht\  matti-r  of  tree  elections  m  its 
consideration  ol  exiendmn  recognition  to 
some  ol  the  new  governments  of  Eastern 
Kurope 

As  e V e ri I  s  p r  o y to \ sc d  and  t he 
Coinnuinists  tirmlv  fastened  their  control 
t>vci  the  gosernnients  of  l  astcrn  I  iiropc 
t  except  I  iiilanJ)  ihc  I  nitcd  States 
reluctantly  gave  uf)  its  niMstence  on  free 
elections  and  leco^nr/cd  niost  ot  these  nes^ 
Hovcrnnu'Mts      I  lu*     i  nc  v  1 1  nhihis  iif 
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rtcognitlun  becau!ir  ol  the  need  for 
ofn<:i«l  intmourse  wa»  thu\  UlusKaieJ 
tgain,  at  it  had  beti\  many  tinier  bcUne  ui 
our  history  and  undoubtedly  wdi  be 
again 

Something  of  the  satnc  iDrvitabiiii . 
emerged  to  move  the  I'niled  States  lowarJ 
recognition  ot  the  USSK  in  I^M.^  and 
recognition  o(  the  People's  Republic  ot  C  l*n>a 
in  P>7|. 

There  are  three  natioru  that  reprd 
iheniselves  as  niolheriaiuls  i>!  levoha.on 
the  limteil  States.  France,  and  Russia 
hach  expctids  much  rhctorrc  on  the  potnt. 
am!  each  has  niuch  to  support  its  claim,  but 
no  claim  exceeds  Anvhca's  in  validity,  N^e 
might  profitably  cite  here  a  number  of 
ch iractcristic  elonients  of  the  American  style 
m  dealing:  witli.  supporting,  pri>ppinp  up, 
opposing .  or  a^isistin^  all  foreign  countries 
over  generations 

•  I  he  American  idea  revolulioiMr> . 
succcsslul.  open  has  provided  a  beacon  to 
mankind  tor  200  years,  riiillions  of  people 
have  abandoned  almost  all  other  lands  to 
participate  in  the  American  dream  01  is  a 
nuitter  ol  chagnn  thai  so  many  young 
Americans,  rejecting  history,  appear  not  to 
kni»w  what  an  uiinijlched  beacon  America 
has  represented  tj>  nuuh  of  ihr  rt»«t  ot  tl)e 
>fcorld  over  tune ). 

•  American  sympathies  have  usuall> 
focused  on  the  undcrdv^^i.  the  dov^ntrodderi. 
thi'  disadv;intjged  (yet  we  hjve  also  learned 
via  considerable  painful  experience  of  the 
quest  ion  a  tie  eflects  of  helping  people  v,ho 
appear  unwilling  to  help  themselves) 

•  America  has  consistently  pressed  for 
self-deteiTnination  of  peonies  every  v^here. 
during  and  alter  UorUi  ^^ar  ILtlie  Intted 
States,  despite  the  variable  resentnuMit  and 
obkujuy  ot  some  of  its  friends,  pressed  tor  the 
end  i>l  the  colonul  .ige  and  lor  the  Irecdoni  (^t 
Coloniah/ed  peopK's 

•  As  ntUeil.  \nierie.i  has  Iretiuenily  K'eii 
among  the  tirst  U\  extoful  recogniiioii  to 
genuine  re\ t^luriiMUiT\  n >iimes 

•  Whenever  .ind  wherever  ilisasters  Imnc 
strut k  other  perples.  Xnu'rkj  hj\  rushi'J  i»> 


provide  practical  help  in  tlic  form  of  funds, 
transport,  food,  supplies,  and  medical  services 
to  aftlicted  peoples.  I  rum  Russia  to  India  to 
Turkey  to  the  Congo  (rarely  have  reciprocal 
efforts  fror.  foreign  nations  been  contributed 
on  behalf  of  disadvantaged  Americans). 

•  The  Drilled  Slates  has  solidly  and 
consistently  supported  efforts  to  articulate 
universal  human  rigliis  and  to  encourage  not 
only  words  but  also  decd>  in  making  such 
riglits  meaningful 

•  The  United  Stales  iias  undertaken  no 
measu  res  t  o  wards  other  nations  that 
encouraged  or  aided  in  the  repression  of  their 
peoples  no  reparations  after  wars;  no 
degradation  of  enemy  peoples;  no  i^al  or 
*^ymbo!ic  chains.  To  describe  I'S  performance 
as  "imperialistic"  requires  distortio  i  and 
falsehood.  Rather  than  damage  otners.  the 
United  States  has  poured  much  of  its 
resources  into  ri>reigii  peoples,  eveii  inti» 
reconstruction  of  enemy  peoples.  The 
Marshall  Plan,  which  Churchill  called  "the 
most  unsordid  act  in  history."  was  jlfered 
even  to  Communist  nations  tor  their 
participation  (and  refused  by  tlicm);  but  the 
unique  unselfishness  of  the  Marshall  Plan  was 
matched  in  America's  Baruch  Plan  the  olier. 
while  America  enjoyed  a  monopoly  of  nuclear 
power,  to  yield  control  of  nuclear  weapons  to 
an  international  agency  (another  offer 
declined  by  the  Soviets).  Nor  were  such  offers 
solitary;  to  them  can  be  added  others,  such  as 
Eisenhower's  "Open  Skies"  proposal,  and 
Nixon's  suggestion  that  all  coastal  nations 
waive  economic  mtcresls  derivable  from  the 
oceans  and  ocean  beds  in  favor  of 
underdeveloped  nations. 

Can  any  honest  and  informed  evaluator 
suinmari/e  American  relations  with  foreign 
nations  by  asserting  that  the  United  States 
traditionally  "supports  d  Ic  I  a  torslups 
anywhere  and  everywhere"' 

In  sum.  the  American  style  ol  approach  to 
other  nations  large,  small,  rich,  or  poor  has 
earned  a  heavy  content  ot  eooperutj*  c  spirit, 
hiiiiianitarianisin.  and  magnanimity.  It  has 
been  charaeteri/ed  b\  aspects  that  are  the 
aiilitheses  of  eiu  oiirageiueiit  ol  dictators  No 
other  nation.  o\  jrn  persuasion,  has 
contrihuted     more     t  otistnu  l>\el\  .  more 
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cooperatively,  more  effectively,  to  the 
economic  and  political  betterment  of  foreign 
peoples,  or  to  their  progress  toward  social 
justice,  than  the  United  States  As 
d^en-Ambas^dur  Moynihan  challenged  the 
critics  recently  in  the  United  Nations  ''Find 
its  equal*** 

Unfortunately.  America's  image  a&  the  real 
inspiration  for  genuine  revolutiv  n  toward 
the  achievement  of  social  justice  has 
become  clouded,  tarnished  partly  by  events 
beyond  its  control,  partly  by  its  own  actions 
When  the  United  States  assumed  from  the 
French  the  burden  of  the  war  in  Indochina, 
even  though  for  radically  different  objectives 
than  the  French  pursued,  the  United  Staies 
involuntarily  but  inevitably  took  on,  in  the 
eyes  of  many  Asians,  something  of  the  mantle 
of  a  colonialist  power  trying  to  prevent  the 
iclf-determination  of  Asian  peoples  Such 
perceptions  were  untrue  and  unfair,  but  to 
many  peoples,  particularly  unsophisticated 
people,  the  role  seemed  fairly  clear. 

The  American  crusade  behind 
**counterinsurgency"  was  similarly  misleading 
We  meant  to  "counter"  Cf}mmuni\t  (i.e.. 
leally  uiiperialistic)  insurgency,  not  genuine 
revolutionary  movements,  but  that 
qualification  never  became  as  clear  as  the 
**countering"  part  The  Communists 
trumpeted  '"national  Iihcratiiin*\  our  ^loitao 
trumpeted  the  'Uountehng*^  of  insurgencies 
It  did  not  take  long  for  boih  contrived  and 
natural  image -!th aping  forces  to  cast  America 
in  the  role  of  the  world's  great 
counterrevolutionary  power.  Again,  this 
peiception  was  false  and  distorted,  but  since 
when  has  human  perception  limited  itself  to 
reality,  to  fairness'^  And  we  had  ourselves 
contributed  to  being  misunderitcxid 

Various  aspects  of  other  American  policies 
contributed  to  strengthening  und  others  t{> 
weakening)  the  misleadmg  image  of  Ami-ncj 
as  a  status  quo  pi>wer  Manfred  Halpern  otters 
a  thoughtful  reconinicndatK>n 

In  the  rraln>  ot  intcrvcntiDn.  as  one 
insight  till  n^eniher  of  the  OcpJtlmcnt  ot 
Slate  h,is  pi>inted  luit,  these  new  rules  of 
(he    gauK   denunJ    tar    nuMo   skill  x\\k\ 


prudtnce  than  the  old  For  example,  for  a 
gieat  power  patently  to  extend  lupport  to 
any  local  faction,  whether  in  the 
loverninent  of  the  oppcnition,  may  in  this 
highly  nationalis.  environment  turn  out  to 
be  a  KiK  of  Death.  In  a  world  in  which  the 
Soviet  bl(K  hu  become  an  alternate  lource 
of  tupport  and  suppiiet  we  may  not  always 
be  able  to  afford  to  let  a  country  whkh 
refutes  to  abide  by  the  conditions  of  our 
aid  suffer  the  consequences  But  the  more 
moral  and  morr  useful  course  of  action  has 
also  t^ecome  clearev  it  is  no  longer  enough 
to  pick  a  strongman  and  intervene  on  his 
behalf  The  politics  of  social  change 
demand  intervention  in  behalf  of  programs 
relevant  to  societies  already  in  rapid 
transformation.  29 

The  argiument  does  appear  persuasive,  in 
these  times  of  political  and  social  awakening, 
that  the  United  States  cannot  let  itself  be 
cast,  in  the  eyes  of  downtrodden  peoples,  as 
the  means  by  which  an  oppressive  regime 
appears  able  to  continue  repression. 

Sometimes,  applicable  policies  must  be 
delicately  spun,  with  great  tact  and  sensitivity 
yet  with  certain  kinds  of  firmness.  Professor 
Edwin  O,  Reischauer,  former  American 
ambassador  to  Japan,  wrote  in  1967:  "We 
should  not  sponsor  poUtical,  social,  or 
esA>iioriiic  change  rn  Asian  countries,  though 
we  should  be  responsive  to  requests,  .  .  ." 
(italics  added.)  Reischauer  points  out  that 
there  is  too  much  risk  when  we  take  the 
initiative  or  when  our  influence  is  so 
preponderant  that  we  appear  to  assume 
responsibility  for  a  regime  or  its  practices. 

Among  proliferating  and  intensifying 
challenges  to  America  in  the  future,  the 
followin,^  appears  to  be  one  of  the  most 
critical:  how  to  see  that  the  image  of  the 
United  States  disseminated  around  the  world 
IS  reasonably  accurate,  reasonably  consonant 
with  the  real  ethos  of  American  approach  to 
foreign  peoples,  nrefemng  equity  and 
cooperation,  tilted  loward  the  side  of 
gtfu-rosity  and  humanitarianism  not  the 
inuiKi*  of  a  iniilt-ridden  **do-goodor.*'  but  of  a 
pragniatir  power  that  emphasizes,  in  a 
civih/od    way    and   among   a    number  of 
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imporunt  ubjcttiven,  lU  own  stlf  inreresu. 
American  inleresU  can  he  assumed  to  fare 
beuer  in  rtflations  with  other  nations  that  are 
friendly  and  cooperative,  and  if  po&sibie. 
strong 

FIRST  TMINQSFtBST 

hleHibiltiy  and  niuitipie  iccommodation, 
^'hilc  never  losing  appreciation  tor  "tlrst 
things  first.**  seems  to  me  amply  illustrated  by 
Abraham  Lincoln's  sorting  out  ol  priorities, 
even  in  reference  to  such  an  important  issue 
as  slavery,  hvidcntly.  Lincoln  abhorred 
slavery,  but  not,  at  that  time,  at  the  expense 
of  preservation  of  the  Union  It  uas  in  IS6: 
that  Lincoln  wrote  to  Horace  Cireeley 

ll  I  v\>uld  save  the  l'nh>n  without  fieciiij: 
anv  slave.  I  v^iwld  do  it.  and  it  I  ccHild  wvc 
it  by  Ifccuig  jil  the  sIjvcs.  I  v^ould  d\>  it. 
aful  I?  I  ^ould  do  It  bv  IrcetMg  some  an  J 
kMvir>j5  others  aliUie.  I  v^ould  jlsi>  \lo  \hiX 

It  IN  cvuUmii  it'Mu  tlic  albumen  Is  use  J  by 
such  spokesmen  as  v^crc  cited  at  the  outset 
of  this  paper  liiai  a  scfiool  of  opinion  e\i>ts 
which  hold%  that  the  I'niied  Slates  should 
enle?  into  joint  agreements  onlv  with  foreign 
n;ilK>i)s  which  *'lhjT)k  like  v^e  Jo  "  |  h.'.ve  no 
desire  to  nuNreprescnt  or  o\erslalc  the  lMno. 
huf  sottif  );fit|«  %.  ^fo  vvt*.b  t.»  rcytricl  An!er;cj 
e\eh,ince  .irran>:enu*nls  to  democr.iliL  re>;iines 
like  ours  Otheis  do  not  insist  thai  the  re^itiies 
we  do  business  with  he  denuKraiu  only  that 
they  not  be  repressive  Others  emplias./e 
some  desired  orthodoxy  ui  a  single  aspet.1. 
stvh  as  ecim^MUK  or  rawi.d.  or  religious 
Luiulitiotis  SikM  pri^poiu'Mls  hoM  that  tfu' 
overndini:  crilcru»n  as  to  wlu'il)er  t^r  ni*t  the 
I'liiled  Stales  should  deal  v.\tU  the  loieipi 
rcj:ime  should  W  ilie  tiatun  of  iIk  te^iiiie 
.Sotne  wt>uld  not  even  "roi^ocTu/o  '  certain 
rCKnnes  i)(  v^hu  h  lhe\  dtsaj^prvUv' 

Anu>tHMMliers.  ll.ir^'Ul  lassvul!  atul  IViniel 
I  erner  haw  iIk*  ru'cJ  \r  ^/nr^vl  tins 

*'pathetK  talla^v"  dial  assunus  " \u  [\AiUi^  ,\\ 
ifi  all  cte.ilivi'  arts  tluit  Dk  i<hu\i  «>f  om  \ 
attetilion  is  I'ssar  lis  also  nt 
one's  atU\lion  Ir)  poliluai  s^eiue,  as  in  all 
s  1  I  e  lU  t\      \  hr      V  1  Is      ii  s  i;  .1  i ;  \  the 


reverske  .  . .  ."^i  We  shall  doubtless  continue 
to  find  it  prudent,  in  our  own  interest,  in 
appropriate  a'  umstances,  to  prop  up  or 
otherwise  enter  into  mutually  beneficial 
arrangements,  whether  or  not  the  regimes  in 
question  are  dictatois  or  democrats.  As 
former  Secretaries  Stimson  and  Acheson 
made  clear,  recognition  and  the  making  of 
suitable  arrangements  do  not  necessarily 
convey  approval.  One  recalls  the  comment  of 
Winston  Churchill  in  the  House  of  Lords. 
March  7,  1^50 

One  has  to  recogni/e  a  lot  of  things  and 
people  in  ihis  world  of  sin  and  woe  that 
one  does  not  like.  The  reason  for  having 
diplomatic  relations  is  not  to  confer  « 
compliment  but  to  secure  a  convenience.  3  2 

Or  even  more  simply,  as  William  Miller  has 
expressed  it,  we  may  or  may  not  like  them; 
but  we  deal  with  them  "not  because  we  hke 
them,  but  because  they  are  there. 

Two  criteria  remain  paramount:  Will  the 
proposed  commitment  be  hkely  to  benefit  or 
to  injure  American  interests?  Will  the 
proposed  commitment  be  likely  to  enhance  or 
to  disturb  world  stability'^ 

However,  the  immediate  contexts  in  which 
criteria  and  principles  manifest  themselves  are 
steadily  chan^ng.  None  are  immune,  thougli 
paces  of  change  vary  from  glacial  to  frantic. 
1  ven  internationally,  the  imperatives  in  favor 
ot  the  rule  of  law  promise  continuing  support 
at  some  substantial  level  for  the  principle  of 
noninterference  by  one  people  in  the  affairs 
of  another. 

On  the  oilier  hand,  it  v^ill  not  serve 
American  interests  tt^  exhibit  abiding  icd\  in 
tneasuring  out  support  to  the  v^orld's  worst 
repines  MdsI  indicators  point  to  the  probable 
lowernif!  ot  impediments  to  social  progress. 
Ferfiaps.  in  a  luiinbcr  of  instances,  one  of  the 
interactions  most  likely  to  slow  down 
desirable  cams  will  be  tlie  mjcetion  ot  moral 
outrage  vvjlk^ed  atid  tliiiiulered  gratuitously 
b\  foreigners  without  responsibility  for  the 
stibscviuent  suecess  or  laikire  of  their 
e\liot  l.ilu)Ms, 

Whafevt'r  ptitKiples  and  criteria  appear 
siiii.ihK"  in  I  he  luliire .  w  e  vv  ill  lu'cd.  as  alway  s. 
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le»  heal  and  more  Ught  more  careful, 
informed  assessmeni,  nol  of  q»juks.  whims! 
biases,  or  lenlimenial  imprcs)iioii&.  but  of  hard 
data,  at  nearly  impeccable  as  we  can  obUin 
To  assert  thai  the  United  States  '  propji  up 
dictators**  intending  by  the  assertion  to  place 
a  slur  upon  the  United  States  as  deliberatel> 
chooiing  to  be  indifferent  to  injustice  or 
insensitive  to  oppression  or  enthusiastic  about 
human  misery  it  not  only  false  and  absurd;  it 
is  perverse . 

*  In  sum,  wherever  AmerKa  supports  some 
dictator,  it  is  never  hecauyf  he  is  a  dictator 
America  also  opposes  other  dictators 
America  also  supports  tome  democrats  and 
in-betweens  and  rejects  others  Whatever  our 
policy  turns  out  to  be  toward  one  countr>  or 
another,  the  bedrock  principle  invrUwJ  is  the 
same  in  every  case  American  mter -st 
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Ih'MAx  HioiiTH  Abrdai)— Reauty  or  Illusion  ron  U.S.  Poucrf* 

President  .linnny  Carter  has  proclaimed  human  rights  "a  funda- 
mental U'net  of  our  foreign  policy."  Abroad,  this  new  emphasis  pleases 
some  leatlers.  worries  othei-s  and  offends  still  othen^notably  in  the 
Kremlin.  At  home,  it  is  welcomed  as  reflecting  this  nation's  heritage 
of  freedom  and  our  desire  that  America  should  regain  its  position  as 
a  nioral  foite  in  the  world.  Hut  can  we  harmonize  these  noble  principle.s 
with  our  other  foi-eign  policy  goals?  Can  we  advance  individual  fwe- 
«lom  ahioail  without  endangering  peace  and  orderly  progress?  What 
means  should  we  use,  and  how  soon  can  we  expect  results? 

^^Our  rommitnwnt  to  human  rights  must  be  absolute  .  .  .  Became  we 
are  f  ree  ire  ran  tie  rev  be  indifferent  to  the  fate  of  f  reedom  efswhere. 
Our  numd  xenj<e  dictates  a  c/earcut  preference  for  those  societies  which 
fthare  with  m  an  abiding  renpert  for  individ^ud  human  rights.  We  do 
iwt  neek  to  intimidate,  but  it  k  clear  that  a  world  which  others  can 
doninuite  with  impunitu  wauJd  be  inhospitable  to  decently  and  a  threat 
to  thr  we/, -being  of  all  people  "—From  President  Carter's  Inau- 
gural Adtlreas.  January  20, 1977. 

Din  ing  his  Hrst  months  in  office.  President  Carter  made  it  clear,  by 
word  and  deed,  that  he  ranke<l  hunuin  rights  high  on  his  list  of  foreign 
|>olicy  prionties.  Only  16  days  after  his  inauguration  the  President 
wit)tc  the  >oviet  pliVMcist  and  leading  dissident,  Andrei  D.  Sakharov, 
a  iM'rsjMial  letter  which  the  U.S.  Kmhassy  in  Moscow  hand-delivered. 
I  lie  r%ovu«ts  protested  I'.S.  meddling  in  their  domestic  affairs.  On 
.March  1  the  Pivsident  and  Vice  President  received  the  exiled  Soviet 
human  nghts  activist— Vladimir  Bukovsky— at  the  White  House. 
Again  the  .Soviets  wre  outraged:  they  considered  Bukovsky  a 
criminal." 

The  Carter  Administration  sought  to  reassure.  Moscow  that  it  was 
not  our  intention  to  be  "strident  or  polemical."  "We  will  not  comment 
<Hi  each  and  every  issue.  I.ut  we  will  from  time  to  time  comment  when 
we  see  ,1  threat  t(,  Iniiimn  rights,  when  we  believe  it  constructive  to  do 
so.  \\  e  w.Mv  not  picking  on  the  Soviet  Union,  we  added.  The  U.S.  un- 
derscore.! tlu«  Moint  l)y  suspending  s(K-urity  assistance  to  three  non- 
Conuiiunist  liiiiiian  rights  violators— Argentina,  Uruguay  and 
rittiiopia. 

Despite  our  ivassiiranees,  U.S.-Soviet  relations  in  the  following 
months  c(K)led  peireptil.ly.  At  the  en.l  of  March  1977  the  Soviet  Union 
rejected  two  U.S.  proposals  for  ccmcluding  an  arms  pact.  That  ap- 
peiuvd  to  kill  any  prospects  of  a  strategic  arms  limitation  agreement  in 
I.'m  .  It  also  gave  rise  to  some  seccmd  tlioughts  al)out  the  priority  eiven 
to  human  nght.s.  * 

tl«c"'4ew  Yor^^§7rp"1'-18''^"'  PnW'.hed  by  Foreign  Poilc,  A..ocl.. 
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UNANSWERED  QUESTIONS 

Domosticttlly.  opinion  polls  indicate,  the  President's  etforts  to  regain 
the  country  s  moral  leadership  have,  struck  a  responsive  chord.  Speak- 
ing out  as  a  nation  on  In-half  of  human  rights  because  it  is  nwrallv 
right  apiH'ars  to  have  dispelled  some  of  tho  cynicism  and  disillusion 
that  were  le^rncies  of  \V  aterjfate  and  Vietnam.  Morality  aside,  is  the 
U.S.  human  rights  posture  sound  forei|rn  policy  ?  Will  our  commit- 
im-nt  to  huinan  rights  enhance  our  stature  as  a  world  power  or  dam- 
ajfe  other  vital  goais^  Can  w.-  outspoken  in  condemning  human 
rights  violations  m  the  Soviet  I  nion  hut  not  in  China,  in  Argentina 
hut  not  ill  Iruii,  in  Kthiopia  but  not  in  Zaire,  without  appearing  hvp- 
(K-ritualf  If  the  I  '.S.  is  not  evcnhaiukd  ami  consistent  in  upholding 
human  rights  (hM's  it  risk  civating  a  back  lash  at  home  and  abroadl 
As  the  I  alter  Administration  quickly  discovered,  only  one  thing  is  cer- 
tain :  human  rights  is  a  complex  and  j  ontroversial  issue. 

In  the  future  how  much  weight,  if  any  should  the  U.S.  give  to  human 
rights  111  formii iatm^r  foreign  policy  ?  Should  we  apply  a  single  stand- 
ard to  ail-to  the  developing  nations  and  older  industrialized  coun- 
tnesf  to(  ommiiiust  and  m)ii-(\)inimmist  countries?  to  allies,  neutrals 
ami  potential  udvj'i-snries' 

I  low  can  the  IS.  mcKst  effectively  promote  respect  for  human  rights 
in  the  worhH  By  example^  By  discivet  diplomatic  protests  when 
rights  aiv  tiainpled  iipon^  By  publicly  denouncing  violations?  By 
punishing  vu>latoi-s,  nitting  off  .voiiomic  aid,  military  support  and 
trade  concessions  #  Do  we  have  a  right  to  impose  our  standards  on 
othei-s,  to  act  as  a  moral  |)olicemai.  to  the  world?  Do  you  have  an  obli- 
gation to  ,  o  soV  Ale  w»>  wise  to  do  so  where  militarv'  allowances  may 
conf  let  with  human  rights  aims^  An-  there  any  universally  accepted 
fmi^^  '  "'^  fundamental 

From  Cavk  to  In-hjinationai,  Covknant 

Fived.uu  is  tlu.  ahseiuc  of  foive  and  the  ability  to  do  what  one 
'       'T'i  ^vorshii),  to  travel  and  to 

sneak  ^'H'  s  mind,  to  receive  a  f  ur  and  speedy  trial  Fi-eodom,  writes 

iK'iiig  ahle  to  choose  and  to  carry  out  purposes." 

nf'.r?'-'  I'f  distinctive  pow- 

eis  of  the  ...nd  to  meddle  with  the  natural  environment.  By  construct- 
ing irnjration  and  drainage  systems,  building  cities,  inventinc  writine 
and  incivasing  his  power  over  the  environment,  he  also  gained  more 
effective  freedom. 

The  first  recorded  use  of  a  word  meaning  fi-eodom  goes  back  to  the 
24th  century  B.C  when  the  Sumerian  king  ITrukaginS  of  Lagash,  the 
eels  f  v^M '.'  "'f'"""};  ''is  citrzen-sub- 

of  th.^Iigirprlesr  ""^  ^•"'"^•"ff  the  excesses 

rriikacina  was  well  ahead  of  his  time.  Centuries  passed  before  all- 
poweiful  ,11  ers  gave  more  than  fleeting  attention  to  their  subjects' 
jelfan.  And  then  it  was  in  the  West-in  the  Greek  city-states  and  in 

r'Vi  '  V""''*'P*  "'"^  rights  of 'the  individual 

took  root.  The  legacy  of  ancient  Athens  was  democracy— albeit  a 
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minority  tloiiuwTac  y  of  slavo-ownin^  oitlzons.  And  the  le^racy  of  the 
Roman  ropjiMir  was  the  foiueijt  of  citizens'  rights  nmliM'  hiw. 

Tho  (iren)-Konum  mo<lels  or  th  inorratit-  rights  mul  iiulividual  free- 
doms were  not  lost,  hut  many  t  enturies  were  to  pass  l)efore  thev  wen^ 
emilhited  hy  a  handful  of  Western  eountries.  In  Knjjhuul  the  af)sohite 
power  of  the  kin^'  was  lirst  rurln  d  hy  the  Ma^jna  Carta  in  1215.  As  late 
as  1()7SK  wluMi  thr  HaU^as  Corpus  Art  was  sijnuMl,  Kn^lishnien  were 
still  sul)jret  to  urhitrary  arrest  and  in(U»tinite  impris(mment  without 
trial.  The  original  Kntrlish  Hill  of  Kiyfhts  was  only  passcnl  in  1689, 

rNAMKNAHI.K  RiUH'm 

At  roujrhly  the  same  tiinr  that  the  rivil  and  political  libertiCvS  of  the 
individiuil  wrre  he^rinning  to  win  rero^Miition  in  the  West,  the  concept 
of  frKMlom  itself  was  expantlin^.  Out  of  the  relijrious  turmoil  of  the 
KUhrentury  known  as  the  Prutrstant  Kefoi  imition  emerged  aeeeptance 
of  thr  idea  that  the  individual  has  fivedoin  of  ronseienee  and  the  right 
of  dissent.  Su*  h  lij^hts  arr  not  tonferretl  hy  soriety  or  jrovernments, 
asserted  the  17th-century  Kn^lish  philosopher  •fohn  Lwke  and  the 
isth  eenturv  Fhmk  h  phihjsopluM*  .huin-.farques  Housseau;  they  are 
rijrhts  with  whit  h  the  individual  is  l)orn. 

That  revohititnutry  iltntrine  of  natural  ri|;hts  is  emhodied  in 
FraiUTs  Declaration  of  tin*  Kijrhts  of  Man  and  of  the  (Mtizen  (1789) 
and  in  oui*  own  Declaration  of  Imlepcndcncr :  **We  hold  these  Truths 
lO  Ih^  self  m»\  ith'iit,  that  all  Men  aic  created  ecmal,  that  they  are  endowed 
by  their  Creator  with  certain  unalieiuible  Kights  .  , 

The  U.S.  Constitntit>n  separates  and  limits  the  governn»ent*s  power 
over  the  indivithial;  the  Hill  of  Rights  (the  first  ten  amendments  to 
the  (\mstitutitnt)  spells  t)ut  his  civil  and  political  rights,  including 
freeilom  of  >pcech,  pres:;,  ivligion,  the  right  of  avSSiMnhly  and  the  right 
to  a  speedy  and  puhlit^  trial  struivil  hy  an  independent  ju(!iciary. 

In  the  llHli  century,  a  <piite  ditfercnt  and  much  older  concept  of 
froiulom  reappeared,  e^pecially  in  Kurope.  This  was  the  right  of  whole 
peoples,  united  hy  language  or  culture  t)r  national  identity,  to  be  free 
from  oppivssion  hy  an  alien  ruler  the  rolhetlve  right  of  self- 
detvrminat  ion.  The  appeaUof  these  nat  it)ns  and  minorities  for  th(»  right 
of  self  (h'tcrmination  hit  a  rcspt)nsive  chord  hcvause  nationalism  was 
by  then  a  major  political  foive.  Some  sympathetic  governments  even 
intervened  militarily  on  lx»half  of  such  rebellious  peoples,  justifying 
their  intiMvent ion  on  hmiianitarian  grounds.  In  tlu»  1820's.  (ireece, 
with  outsitle  help,  fought  ft)r  independence  ^rom  the  Ottoman  Empire. 
Latin  .Vineriean  republics  freetl  thems4»lves  from  the  Spanish  and 
PoitiigiieM*  <M)|onial  vokc.  The  Balkan  states  v'>f  Rumania,  Serbia  anci 
Montenegro  ri^hellcil  and  in  IS!)!)  gained  their  iiulepeinlence  from 
Turkey.  And  the  T.vS.  intei  venetl  to  lu»lp  Cuba  free  itstdf  from  Spanish 
misrule  in  1H9S. 

At  the  end  oi  World  War  I  the  right  of  iHM)ples  to  self-determina- 
tion— one  of  I*resident  Woo^lrow  Wilsons  Fourteen  PointvS— was 
witlely  acceptetl.  But  deciding  what  iMmstitutcs  a  ''people'^  was  not  so 
easy.  Tlu»  victorious  powers  redrew  Kurope's  boundaries  and  carved 
out  a  half  (lozcn  new  >tates — Kstoniav  I^atvia.  Lithuania  and  Poland 
from  the  old  Russian  ciupins  Czechoslovakia  and  Yugoslavia  from 
what  had  Ihtu  the  greatest  national  hodgepodge  of  Europe,  Austria- 
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liungury  The  latter  amtained  several  nationalities,  and  rather  than 
set  n[>  earh  nationality  jus  intle|)iMulent,  the  League  of  Nations  Cove- 
nant extendod  Its  protection  to  some  nullion  national  and  linguistic 
minorities  ivithin  the  innUinational  states  of  Central  and  Eastern  Eu- 
rope. Meanwhile,  far  from  Euro|HMin  shores,  the  covenant  also  started 
another  wave  of  srif-deternunation  hv  paiveling  out  Germany  s  for- 
mer colonies  as  ^-niandates  '  U)  the  several  Allied  lowers— and  obligat- 
ing the  inandat(u  ies  to  rt.spect  the  nyhh  of  the  peoples  under  their 
tutelage. 

With  that  one  exception,  the  covenant  contained  no  reference  to  hu- 
man rights.  Individual  civil  and  political  rights,  not  to  mention 
economic  and  social  rights,  were  not  considered!  an  appropriate  concern 
of  an  international  hody;  they  were  strictly  the  responsibility  of 
governments. 

It  took  a  second  world  war  to  convince  the  inteniational  community 
that  violations  of  individual  human  rights  were  a  threat  to  the  peace 
and  that  protection  of  those  rights  was  a  collective  responsibility.  The 
barharoiis  tyranny  of  Xazisiu  and  the  extermination  of  6  million 
•)<-ws  and  unnumbered  people  of  other  allegedly  '''inferior  races'  — 
demonstrated  that  <leprivations  of  human  rights  go  hand  in  hand  with 
aggression. 

At  the  same  time,  a  further  step  was  taken:  the  concept  of  human 
rights  was  extended  to  include  not  only  civil  and  political  rights  but 
also  econoMiic  rights.  In  listing  their  peace  aims  in  the  Atlantic  Charter 
of  August  IJUl,  PivsidiMit  H(Kisi*veIt  and  British  Prime  Minister  Win- 
ston diun  hill  ealled  for  international  collalmration  to  secure  "for  all, 
improvetj  labor  standards,  eeoncmiic  advancement  and  social  secu- 
rity .  .  ."  as  well  as  the  right  of  people  to  choose  their  own  forms  of 
government. 

On  the  eve  of  vietory  in  M)  nations  with  diverse  political  and 
economic  systems  met  as  I  ruted  Nations  founders  in  San  Francisco, 
In  ratifying'  the  I'N  ('barter,  the  members  affirmed  their  faith  in  the 
dignity  an.i  worth  of  the  individual  and  undertook  an  unprecedentedly 
broa<l  obligation  to  promote  universal  respect  for  and  observance  of 
human  rights  and  fundamental  freedoms.  Each  nation  pledged  itself  to 
work  separately  and  in  C(K)peration  with  the  UN  to  implement  its 
obligation. 

The  (Mnirter  d(H\s  not  delino  human  rights.  That  task  was  left  to  fu- 
ture (onferences.  On  DeremlnM-  10.  1!)48,  the  UN  (leneral  Assembly 
a<lopted  the  I  nivt  rsal  Deelaration  of  Human  Right.s  without  a  dis- 
senting vote.  (The  Soviet  bloe,  Saudi  Arabia  and  South  Africa  ab- 
stained.) riu^  dtt'laration  in  time  has  conu*  to  l>e  mon*  than  a  mere 
statement  of  Imsii*  prim  iples.  In  the  legislative  work  of  the  UN  it  has 
iHs  ome  a  standard  of  n^ft  rem  e  to  whieh  every  new  text  in  human  rights 
must  con  form.  For  new  governments,  it  has  served  as  a  model  for  their 
constitutions.  And.  atrording  to  some  experts,  the  declaration  is  now 
part  of  tlu'  customary  law  of  nations  an<l  therefore  binding  on  all 
states,  whether  they  voted  for  it  or  not. 

Not  all  lawyei-s  agree  on  the  last  point.  But  there  are  international 
hunum  rights  treaties  called  conventions  or  covenants — incorporating 
direct  n^ferences  to  the  declaration  that  ar  •  binding  on  their  signa- 
(ories,  in  law  if  not  in  actual  practice.  I*rincipal  among  them  are  the 
two  covenants  which  were  conceived  as  the  first  international  bill  of 
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human  rights:  the  International  Covenant  on  Civil  and  Political 
Rights,  with  its  Optional  Prot(x»ol  (nations  whieli  sign  the  protocol 
aceept  the  rijjht  of  petition  by  individuals  as  well  as  by  governments) 
and  the  Inteinationul  Covenant  on  f^eonoiuicK,  Social  and  Cultural 
Rights,  The  eoveiumts  were  adopted  by  tlie  (ieneral  Assembly  in  1966 
and  entered  into  force  in  1»7().  The  President  signed  them  in  October, 
but  tliey  have  iiot  lieen  ratitied.  The  Soviet  Union  is  among  the  more 
than  40  signatories. 

Two  regioiuil  organizations  have  made  signiHcant  contributions  to- 
ward international  observame  of  liuman  riglits.  One  is  the  Organiza- 
tumof  American  States  (OAS),  wliicli  adopted  the  American  Declara- 
tion of  the  Rights  and  Duties  of  Man  in  Bogota,  Colombia,  nine  months 
l)e fore  the  CN  approved  the  Universal  Declaration.  The  other  is  the 
(^ouncil  of  Europe,  a  pioneer  in  develoningniachineiy  for  the  collective 
enfoi-cenient  of  hunuin  rights.  Under  the  European  Convention  for  the 
Pi-oteetion  of  Hunuin  Riglits  and  Fundamental  Freedoms,  adopted  in 
1950,  an  individmil,  gnmp  of  individuals  or  nation  whose  rights  have 
been  violated  can  tile  a  eoniplaint  with  the  European  Commission  of 
Human  Rights.  If  a  settlement  isn't  reached,  the  aggrieved  party  has 
recourse  to  the  European  Court  of  Human  Rights  or  the  Council  of 
Europe's  Conunittee  of  Ministers.  All  19  Western  European  members 
of  the  eouneil  have  ratified  tlu>  ro.ivention.  Indeed,  respect  for  human 
riglits  is  a  eondition  for  membei-ship — and  the  condition  is  maintained. 
Portugal  was  not  admitted  until  197(5,  after  democracy  was  established, 
and  Spain  is  not  yet  a  membiM*. 

The  European  commission  served  as  n.ndel  for  the  OAS  Inter- 
American  Conuiiission  on  Hunuin  Rights,  created  in  1960.  Its  members 
are  usually  distinguished  jurists  of  independent  stature.  The  commis- 
sion, which  aets  as  a  monitor  of  luuuan  rights  in  the  Americas,  has  in- 
vestigated violations  in  Cuba,  Holiyia,  Brazil,  Chile,  Haiti  and  else- 
where. In  the  last  few  yivirs  its  etfeetiveuess  has  been  hurt  by  the  refusal 
of  some  countries  to  permit  on-the-spot  investigations  and  pressures  to 
curtail  its  activities. 

HELSINKI 

A  new  chapter  in  the  ini folding  history  of  human  rights  was  started 
in  Helsinki,  Finland,  on  August  1,  1975  when  the  U.S.,  Canada,  the 
Soviet  Tnion  and  :V2  luitions  of  Western  and  Eastern  Europe  signed 
the  Final  .Vet  of  the  Conference  on  Security  and  Cooperation  in  Eu- 
rope. In  exchange  for  accepting  as  permaneiit  the  post -World  War  II 
map  of  Europe — Moscow's  basic  aim  in  originating  the  confeixmce — 
the  Western  con feives  obtained  inclusion  of  a  section  known  informally 
as  Basket  l\.  The  sei^tion  calls  for  the  freei*  movement  of  people,  ideas 
and  inforiuation  U^tween  East  and  West.  The  act  is  a  political  state- 
ment of  intent  not  a  treaty  oi*  legally  binding  agreement — but  its 
modest  undertakings  on  human  rights  have  already  had  a  powerful 
p8ychologi(»al  iiiHuiMice  in  all  the  sigiuitorv  countries!^ 

It  was  h»ft  for  a  follow-up  conference  in  1977  to  measui'c  the  extent 
of  eadi  i'ountryV  imphMucntation  of  the  Helsinki  act  s  provisions.  The 
U.S.,  in  a  mid-i977  report  to  the  follow-up  conference,  charged  that  the 
Soviet  Cnion  and  its  allies  'Muive  advanced  argimients  and  interpreta- 
tions which  seek  to  blunt  the  purpose  of  Basket  Ji  through  token  and 
selective  imphMuentation  of  its  provisions.''  The  August  1977  report  of 
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joint  oonjrrossional  commission  was  t'ven  more  critical.  It  declared 
that  tho  Soviot  Union  hail  "shown  systematic  disregard  for  civil  and 
political  rights."  A  follow-u^>  meetinj?  convened  in  October  in  Bel- 
grade, Yugoslavia  ami  was  still  meeting  behind  closed  doors  as  Great 
DtHisions  went  to  press.  Like  the  act  itself,  resolutions  adopted  by  the 
meeting  will  not  bt^  binding.  Hut  binding  or  not,  Helsinki  and  Belgrade 
have  foousetl  attention  on  what  the  Kremlin  insists  are  domestic  mat- 
ters—the widespread  violations  of  human  rights  in  its  own  country  and 
in  Eastern  Europe. 

F'Rn>ax>M  rxDER  Fire:  A  Woru)  Tour 

International  concern  for  human  rights  has  como  a  long  way  in  a 
short  time.  Thii  tv  MKld  years  ago  there  were  no  internationally  agreed 
standards  of  luimnii  rights  or  government  behavior  with  respect  to 
those  rights  ;  no  international  forum  for  discussing  the  srbject;  nopro- 
eedures  for  investigating  eomplaints;  no  continuing  studies  of  particu- 
lar rights  ami  their  vioUition.  Today  all  those  things  exist— yet  human 
right.s  tjilvcKtttes  believe  most  of  the  hard  part— implementation— lies 
ahead.  Maiw  would  agi-ee  with  Ambassador  William  W.  Scranton,  who 
told  the  I)  N  in  1976,  "  Totiay  the  only  univereality  that  one  can  honestly 
associate  with  the  Tnivei-sal  Declaration  of  Human  Rights  is  universal 
lip  service. 

Few  nations  measuie  up  to  the  declaration's  "common  standard  of 
achievement."  Moreover,  theiv  are  basic  disagreements— over  the  rela- 
tive importance  of  the  rights  of  the  individual  vs.  the  right  of  society; 
over  economic  and  social  rights  vs.  civil  and  political  rights.  In  the 
West,  the  mdivulual  comes  first  and  tlie  state  helps  assure  the  liberty 
that  IS  his  birthright.  In  Coniim  nist  and  other  one-party  states,  the 
mdividuul  IS  sul)ordinate  to  the  stat*(  and  is  pennitted  only  such  riirhts 
as  the  stjite  sees  fit  to  grant.  ^  » 

Many  developing  countries'  leaders  insist  that  for  them  political 
rights  a IV  frills.  What  use.  they  ask,  is  freedom  of  speech  to  a  starving 
manf  t  ivil  libertarians  turn  the  question  around:  How  can  the  starv- 
ing man  liope  to  improve  his  lot  unless  he  can  change  the  government 
that  permits  lum  to  continue  starving? 

Measured  by  the  standards  of  the  universal  declaration  and  the  inter- 
nationa  convenants,  how  far  has  the  world  advanced  in  securing  in- 
dividual Iil)orty^  How  tiiany  countries  recognize,  let  alone  achieve  in 
practice,  an  irreducible  ininimuin  of  fundamental  freedoms- 
Freedom  from  governmental  violation  of  the  integrity  of  the 
person  (that  is,  tortuiv ;  cruel ;  inhuman  or  degrading  treatment  or 
punishment;  arbitrary  arrest  or  imprisonment;  denial  of  fair 
public  trial)  f 

'Fhe  ri^rht  to  such  vital  nect'ssities  ns  food,  shelter,  health  care 
and  education  ? 

Civil  ami  political  liU'ities:  freedom  of  speech,  of  the  press,  of 
assembly;  fiecdom  of  religion;  freedom  of  movement  both  within 
and  outside  ones  own  coiintiv;  freedom  to  take  part  in  govern- 
ment ami  to  oppose  ()t!icial  policies?  What  is  the  status  of  human 
rights  III  the  world  todav? 
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THE  U»S.6»R»  AND  KARTEHN  KUROPfc 

Under  eoinniunisni,  the  state  >rimnintoes  swvh  iMonoinir  and  s(K'ial 
rights  as  oiuployinent,  edueation^  security  and  medical  mre,  but  civi' 
and  political  rights  exist  primal  ily  on  paper.  Thv  (\)nnunnist  party — 
the  sole  loffal  party — has  a  monopoly  of  power  and  rigidly  riiruni- 
serilM's  individual  liUMtits,  iiu  luduig  freectom  of  thou{;ht,  assoiMation 
amnhe  ri^ht  to  emif^rate.  This  has  been  true  in  the  Soviet  Union  since 
1917  and  in  Kasteni  Knix)jH'  since  just  after  World  War  II,  when  under 
Soviet  nressure  one  country  after  another  sueeumlnul  to  Coiunuuiist 
rule  and  Mosi'ows  domination. 

Moscow's  repression  of  dissidents  and  '^refuseniks" — people  who 
havo  sought  and  been  denied  permission  to  emigrate — is  the  severest 
in  many  ycai's.  Hut  despite  the  repression  there  ^merged  after  the  Au- 
ust  1975  Helsinki  meeting  a  small,  organized  movement  demanding 
uiuan  right^s.  Sin(o  inid-197t> — U^fore  the  current  U.S.  rights  cam- 
paign got  under  way  Soviet  intellectuals  have  risked  police  and  ju- 
dicial harassment,  imprisonnu»nt,  confinement  in  psychiatric  wards 
and  forced  exile  to  nionitor  their  government  s  compliance  with  the 
Basket  3  provisions  of  the  Helsinki  accord.  Hy  last  June,  when  the 
pn»paratory  meeting  for  the  Hclgrade  confeivnce  convened,  three 
founders  of  the  Mos^'ow  group  and  at  least  six  members  of  three  pro- 
vincial groups  were  in  jaih  Three  more  weiv  arrested  in  August.  One 
U.S.  jourinilist  who  had  known  some  of  the  dissidents  was  expelled 
fmni  the  Soviet  Union.  A  sei»ond  iv{K)rter  wius  arrested  for  questioning 
hut  was  ivleased  after  the  U.S.  expressiul  the  "strongi»st  objections.'* 

In  Eastern  Kurope  the  two  nnini  centers  of  human  rights  activism 
are  Czechoslovakia  and  Poland.  In  CzeehoHtovakia  in  1976-77  open 
dissent  was  greater  than  at  any  tinir  since  the  '"Prague  Spring"  of 
11)68 — a  period  of  lilH^ralizution  which  ended  with  the  Soviet-led  War- 
saw pact  invasion.  Over  700  writers,  scholars,  scientists  and  former 
government  offiicals  signed  a  lunuan  rights  manifesto,  Chaiter  77, 
which  called  on  the  government  to  im[)lement  the  rights  guaranteed 
in  the  two  international  covenants  on  civil  and  political  rights  and  on 
eeonomic,  so<»ial  and  cultural  rights,  which  are  part  of  Czech  law  and 
weiv  confirmed  at  Helsinki.  Charter  77  cited  specifically  the  rights  of 
free  expression  (including  the  right  to  work  in  one's  profession  even 
if  oiu»s  views  ditTer  from  the  official  ones),  freedom  from  fear,  re- 
ligious fivcdom  and  a  whole  range  of  civil  rights.  The  inaction  of  the 
(lUstav  Ilusak  government,  one  of  the  nu)st  orthodox  ami  loyal  Soviet 
allies,  was  predictabh^ :  signers  had  their  telephones  <lisconnected  or 
lost  tluMr  ilrivers'  liccns(»s.  Eighty  lost  their  jobs.  Some  weiv  arrested 
and  imprisoned. 

In  (  oniparison  to  Czechoslovakia.  Pohmd  permits  a  relatively  high 
degrtH»  of  freedom:  nationals  can  travel  ahroa<l,  even  emigrate  if  they 
so  desire,  and  Western  radio  and  television  are  fairly  accessible.  The 
government  has  l)t»en  sevendy  shaken  three  tinu's — in  1956,  1970  and 
most  reeently  in  lOTf) — by  workers  protesting  fooil  shortages  and  food 
priec  increases.  In  197(>,  as  it  had  before,  the  government  granted  some 
concessions.  It  '•stutfed  their  mouths  with  sausage  so  theyMl  shut  up," 
(piinped  one  Polish  poet.  Hut  it  also  jailed  over  50  riotci^s.  A  Workers' 
Defense  Conuuittee  was  organized  in  1976  to  help  the  victims,  and  last 
year  a  broader-based  human  rights  movement  was  started  by  a  small 
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group  of  intellectuals.  They  have  the  support  of  Stefan  Cardinal  Wys- 
zynski  ami  the  Roman  Catholic  Church,  a  major  force  in  Poland.  Sev- 
eral dissidontxs  were  arn'sted  last  sununer,  but  the  ujovement  raportedly 
continues  toffrow. 

In  AVm^  (Teniumt/,  which  has  the  reputation  of  being  Eastern  Eu- 
rope's most  rijfid  rejriine.  there  is  no  organized  opposition  comparable 
to  Poland's  and  Czechoslovakia's.  The  ratio  of  Soviet  troops  to  East 
Germans  is  1 :48— a  mark  of  the  East  German  government's  fear  of 
an  explasive  upheaval.  In  15)75  and  again  in  1976  about  10,000 persons— 
ahnost  all  fannly  hardship  cases —were  permitted  to  enugrate.  En- 
wnnagtHl  by  Helsinki,  another  100,000  to  200,000  had  applied  by  1976. 
The  act  of  applying  to  emigrate  is  now  a  punishable  offense. 

CHINA 

The  ulmost  1  billion  |)eoj»le  of  China  enjoy  no  Western  political  or 
civil  rijjhts  under  Coininumst  theory  and  practice.  Dissent  is  punished 
l»y  criticism  and  confession,  transfer  to  peasant  jolis  in  far  provinces, 
imprisonment  ami  forced  lalnn*  but  rarely  by  torture,  according  to  Pro- 
fessor Francis  H.  Randall  of  Sarah  Lawrence  College.  However,  the 
government  has  alternated  between  harsher  and  milder  policies.  Since 
1966,  many  provim  es  have  been  quasi-independent  and  some,  notably 
Kwangtung  und  Ilonan,  have  usually  been  milder  in  their  treatment 
of  diss««nt  than  Peking'.  In  197f>-77  the  moderates,  after  the  death  of 
(  hairman  Mao  Ts««-tiing,  overthrew  the  leftists,  and  a  few  hundred 
thousand  of  the  chief  \  iolatoi-s  of  human  rights  were  now  themselves 
purm'd,  I»i;ofcs.<;()i-  Randall  notes  that  the  Chinese  e.xeirise  a  limited 
de  favto  right  to  i)iescnt  individual  complaints  and  political  com- 
ments on  signed  wall  posters. 

THE  'THIIU>  world' 

For  most  colonial  peoples  the  most  prized  freedom  is  national  self- 
detei  niination  and  indcpeiidence  rather  than  individual  freedom.  Most 
of  the  fonncr  colonies  are  now  independent,  but  many  governments  are 
still  struggling  to  establish  their  authority  and  unify  their  countries. 
U  liere  stat(>  power  is  at  stake,  the  government  often  discriminates 
against  minority  groims  and  ignores  civil  liberties. 

Many  third -world  leaders  maintain  that  what  their  people  want 
most  is  t()od  and  work,  and  only  stioiii;  leadership  and  stern  discipline 
can  |)rovide  those  necessities.  .  .  Without  carrying  out  the  basic 
needs  of  human  beings,  all  the  other  rights  are  mere  illusion,"  accord- 
ing to  Fereydoun  Hovcyda.  Iran's  representative  at  the  UN. 

Other  leaders  disagree.  CcH'icive  dictatorships,  they  claim,  are  not 
only  cruel  but  inctlicicnt  and  wasteful.  They  scpiamler  talents  and  skills 
daily  by  dctaininjr  without  trial,  exiling  or  executing  people  who  be- 
long to  the  w  rong  ethnii-  j^roup  or  political  faction. 

ASIA 

Most  postimlcpt  ntlence  governments  modeled  on  Western  democra- 
cies in  Asia  and  »  lscwhcre  have  loni;  since  l)een  replaced  by  single- 
party  systems  or  In  military  rule.  The  major — but  not  the  only— ex- 
ception is  Induu  wliich  pro'-ctl  at  the  polls  in  March  1977  that  it  was 
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8till  the  worldV  Ittrjjest  donuKTary.  Votors  ovorwhelmingly  rejected  a 
two-yoar  drift  toward  totalitariainsin  hv  votinjf  Prime  Minister  Indira 
(iandhi's  Conjrress  party  out  of  ofli<v.  kxplained  an  Indian  fanner  in 
turban  and  dusty  dhoti,  ^)ust  lnHausi*  a  man  is  i)Oor  and  maybe*  cannot 
read  does  not  mean  tliat  he  cares  nothinjf  for  his  human  rights.  The 
Congress  government  has  trieil  to  shut  my  mouth  and  therefore  the 
(^ongn»ss  los4»s  my  vote/' 

Among  the  major  hunum  rights  casualties  in  Asia  are  religious  or 
ethnic  minorities  who  Immoimc  refugees.  In  1947,  Indian  independence 
and  the  creation  of  PakiHtan  brouf;))t  about  the  biggest  single  move- 
ment of  popuhiti(m  in  history  :  12  million  refugees,  as  Hindus  fled  from 
Pakistan  and  Muslims  from  India.  A  half  million  or  more  died  in 
communal  violence.  Ihiring  the  war  that  created  Hangladesh  (for- 
merly Kast  Pakistan)  in  1971,  10  million  Bengalis  fled  to  India,  After 
attaining  independence  in  1948,  Sri  Lanka  (then  called  Ceylon)  ex- 
pelled a  hirge  part  of  its  Tamil-spi»aking  Hindu  minority,  and  Hurma 
forced  out  hundreds  of  tlmusands  of  Indians, 

The  single  worst  otTender  against  human  rights  in  Asia  today  is 
Democrats  Kamp^arh^a,  formerly  Cambodia,  According  to  the  State 
I>©partment,  the  (^and)Oilian  Communists  who  seized  power  in  April 
11)75  have ''flagrantly  and  systenuitically  violated  the  most  Imsic  human 
rights."  Thy  Department  estimates  that  up  to  l.iJ  million  of  the  coun- 
try's S  million  may  have  died ;  2.r>  million  have  been  displaced.  Others 
cite  Xorfh  h'on  a  as  an  extrcnu*  example  of  tyranny  in  acti(m,  but  be- 
cause* of  tiic  almost  total  suppression  of  infornuition  relating  to  human 
rights  in  that  lountry  specifics  are  hard  to  come  by.  South  Korea^n 
President  Park  Chung  Hee,  who  seized  power  from  the  civilian  gov- 
ernment in  has  harassed,  arrested  and  imposiMl  hai^sli  ^)rison  sen- 
tences on  critics  and  enemies.  I.ast  sunuuer  he  released  14  men,  a  snuill 
fraction  of  the  lMIO  or  norc  political  prisoners.  The  oiuv-dcmocratic 
l^hilippim  s  has  been  under  nuirtial  law  since  197li. 

m.^\(*K  .VFRICA 

Africa,  like  Southeast  Asia,  is  a  contin<Mit  of  r«»fugecs.  Often  the 
flight  is  that  of  ethnic  groups  oppressed  by  others  who  dominate  the 
postindependence  governments  of  new  nations.  Most  of  the  new  nations' 
frontiers  were  drawn  a  centurv  ago  by  Kuropean  powers  in  total  dis- 
ivgard  of  ethnic  or  linguistir  lines.  liy  last  <()unt  the  CN  High  (^ml- 
missioner  for  Kefugces  was  responsible  for  1.l>  million  Africans.  Half 
or  more  had  fled  \yhitC  (ioininated  southern  Africa,  chiefly  the  former 
Portuguese  colonies.  Another  half  million,  mostly  members  of  ill- 
treat<Ml  minorities,  found  conditions  so  intolerable  in  their  own  (^)un- 
trics  that  they  moved  away.  In  tlie  <'ourse  of  Sekou  Touiv  s  long  rule 
in  (iairu  (f,  ti»rrorism  has  U'come  commonplace  and  an  esfinuited  1  mil- 
lion peo[»le  have  h^ft.  The  leaders  of  ixhnna  and  Zair^  have  Ikmmi  ruth- 
less in  expelling  Africans  of  the ''wrong'' t riluil  ba<'kground. 

Tile  \  ii'tims  of  >uch  clashes  are  not  always  in  the  minority,  f  'f/fuu/a, 
site  of  nmst  widely  publiei/ed  mass  killings  in  Afri<*a.  has  been  ruled 
since  1971  by  the  iron  fist  of  General  Idi  Amin  Dada,  a  mcnilKM*  of  a 
snnill  trilH*.  Most  of  his  vie  tims  have*  been  niemlu^  s  of  more  nunuM'ous 
trilH's.  Kstiuuites  of  the  nund)er  of  Cgan^lans,  l)*)th  <*ivilian  and  mili- 
tary, who  have  Ihumi  arrested,  tortured,  or  killed  by  Amin's  agent — or 
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ha  VP  simply  "tlisapix'urod"  -ran^r,.  fiom  r»(),()()()  to  •,m,{HH)  in  a  popula- 
tUMi  of  iiullion.  ( Allot Imt  rx),(HH)  noru-itizen  Asians  weiv  oxptMled  in 
19<'2.)  Similnily,  tho  'I'utsi-tloiiiinatvd  ^ovci  nnii'iit  of  liumndi  (popu- 
lation million)  is  ivpoited  to  havo  killed  as  inanv  as  KXMKX)  men, 
woiiM'n  and  cinldivn  of  tlu'  Ilntii  majority  in  1!>72.  Ai.otlu'r  8(),()(K)  flpd 
tlu'  fountrv.  In  tiny  k'qmtoruti  O'ui/wu,  shwvry  has  U«pn  reportedly 
mtrwiiiml.  'rijousanils  woio  killotl  last  year  and  a  fourth  of  the  popu- 
lation driven  into  exile  by  the  jroveiiunent  of  President  Afa<na8 

Surh  full  fh-dfied  reigns  of  terror  in  Africa  have  been  mercifully 
few.  Ulien  they  have  (KciMied,  expressions  of  oflicial  outrage  have 
IxH'ii  conhned  lai^jely  to  iion-Afrieans.  African  ^fovernineiits  maintain 
that  their  silem-f  is  in  keeping  with  the  principle  of  noninterference 
in  the  internal  atfaiis  of  othei-s.  I^ractically  speaking;,  a  majority  of 
mark  friian  nations  are  haunted  hv  the  fear  of  national  dissolution. 
I  heir  jfoveinmcnts  authority  is  fraple,  the  divisive  pulls  are  power- 
ful, and  tiu'ir  ^rn-atesi  protection  apiinst  collapse  is  the  assurance  that 
other  African  countries  will  not  openly  intervene. 


SOUTHliRN  AFRICA 


One  issue  on  which  not  only  black  Africans  but  virtually  the  entire 
international  n)inmiinity  is  united  is  racism  in  southern  Africa  (see 
Umit  Decisions  77,  lopic  2).  In  South  Africa  a  white  minority  gov- 
eminent  representing  4.16  million  whites,  has  imposed  a  policy  of 
''^T  .  separation  of  races  in  all  spheres)  on  18  million  blacks 

and  2  million  "C  oloivds'  (peoplo  of  mixed  ancestry).  The  irovem- 
meiits  official  policy,  already  partly  carried  out,  is  to  relocate  the 
entiiv  black  majority  m  nine  ''independent"  homelands,  or  bantustans, 
(K-cupying  l.J  percent  of  the  territory.  Meanwhile  millions  of  blacks, 
employed  in  the  industrial  areas,  live  in  segregated  townships  such  as 
Johannesburp'.s  strife-torn  Soweto. 

South  Africa  also  stands  condemned  by  the  UN  for  continued  con- 
trol of  ncifihhorinj;  .WA-TI'c*/  Africa,  or  Natrdbia,  a  former  League 
of  Nations  mandate  dommated  by  its  own  white  minority.  After  a 
«le«-adc  of  I  N'  pivs.suie  and  sporadic  violence  along  the'  northern 
(Angolan)  border,  South  Africa  has  agreed  to  grant  the  territory  in- 
depeiulence— but  on  terms  unacceptable  to  the  UN. 

Ill  embattled  Rkodemi  {Zimbabwe  is  its  African  name),  268,000 
whites  dominate  6.3  million  blacks  and  allow  them  only  minority 
representation  m  the  central  government.  It  was  to  maintain  white 
dominance  that  the  Rhmlesian  Front,  led  by  Prime  Minister  Ian  D. 
Smith,  issued  its  "unilateral  declaration  of  independence"  from  Brit- 
ish rule  m  l!)6r).  In  H)77,  despite  strenuous  diplomatic  attempts  by  the 
t.S.  and  Britain,  the  outlook  for  a  peaceful  transfer  of  power  to  the 
bhh  k  niaiorit v  was  cloudetl.  Smith  insisted  on  constitutional  guaran- 
tees for  the  white  minority  and  a  qualified  franchise ;  the  black  leader- 
shm  was  divided  except  on  one  point— majority  rule  through  universal 
siifii-age. 

LATIN  AMERICA 

In  the  Latin  American  republics,  progress  toward  modernization 
has  Im'cii  iiiiirU»'<|  by  a  fre(|iient  abandonment  of  parliamentary  gov- 
ernment in  favor  of  arbitrary  rule  by  military  strongmen. 
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In  recent  yoars  the  systematic  violation  of  human  rij^hts  in  Chile 
has  iK'en  a  special  tar^^t  of  international  condemnation,  joined  in  by 
Wi'Sti'rn  and  ("oiiununist  countries  alike  and  heavily  documented  by 
international  organizations  and  private  groups.  Since  September  1973, 
when  the  <leni(K'ratirany  elected,  embattled  Marxist  government  of 
Salvador  AIUmuIo  (iosst»ns  was  overthrown  by  a  military  junta,  a  state 
of  siegi'  has  Imhmi  in  otFect  and  all  constitutional  guarantees  have  been 
sus|icnded.  The  gt)vernnient  of  President  Augusto  Pinochet  Tlgarte 
has  institutionalized  the  practice  of  torture,  arbitrary  arrest,  deten- 
tion and  exile.  Some  500  persons  have  "disappeared/* 

Last  August,  in  what  was  seen  as  a  gesture  toward  the  Carter 
Administration's  human  rights  policy*  the  government  announced  that 
it  was  disbanding  the.  notorious  siHTct  police  agency  charged  with 
killings  and  torture.  Whether  the  agency^s  functions  have  ceased  or 
have  merely  l>een  transferred  to  a  newly  created  agency  with  similar 

1)0\vers  is  not  yet  clear.  The  announcement  coincided  with  the  visit  of 
T.S.  officials  to  Santiago,  the  nation's  capital. 

Although  less  puhlieized,  setlwcks  to  eivil  and  j)olitical  rights  have 
lK»en  frequent  in  other  parts  o^  Latin  America  ui  n»cent  years.  The 
smaller  and  poorer  olipuvhical  states,  such  as  Nicaragua^  Paraquay 
and  Haiti  (the  poorest  c  ountry  in  the  Western  Hemisphere),  nave 
traditionally  allowed  little  freedom,  and  periods  of  general  violence 
an^  fre<pu»nt — as  in  ( hint e mala,  where  al)out  15,000  are  believed  to 
have  been  killetl  hy  political  terrorists  in  the  last  six  years.  But  several 
of  the  more-industrialized  countries,  whose  citizens  in  the  past  have 
pcrioiiitally  enjoyed  l  ivil  and  political  liberties,  have  also  recently 
sutfeml  widespreail  hunmn  rights  violations.  In  Mexico  (see  Topic?), 
there  has  U^en  only  ixvasioiial  civil  strife  in  rect»nt  years.  Not  so,  how- 
ever, in  Argentina,  where  a  junta  overthrew  the  elected  government  of 
President  fsaU^l  Alartinez  de  Peron  in  1076.  In  its  less  than  three  years 
in  office,  the  Peroiiist  frovennuent  had  been  unable  to  prevent  over  2,000 
|)oliti(*al  assassiiuition^.  the  majority  by  right-wing  extremists.  In  the 
last  two  years  kiiliuipping.  torture  aiul  summary  executions  by  armed 
men  operating  imh^pendently  or  under  orders,  government  security 
forces  ami  left-  and  right-wing  guerrillas  have  become  a  feature  of 
daily  life.  Amnesty  Interiuitioiuil,  a  private  organization  dedicated 
to  freeing  prisonciN  of  ciuisciiMu'e.  re|M)rted  in  March  1977  that  since 
the  ccmp  'iu^twecn  2.000  aiui  r>,000  people  disappeared  without  a 
trace-*  most  of  them  leftist  militants  but  also  suspected  subversives, 
priests.  iutelle<*tuals.  politiial  refug(»es:  aiu^ther  5,000  to  6,000  were 
l)eiug  held  as  political  prisoners.  The  government  announced  last  Oc- 
toU^r  that  it  was  very  close  to  Hiuil  vi(  tory  over  left-wing  terrorism. 

In  /ira.:if,  aiHMisati<uis  of  torture,  the  disappearance  of  individuals 
arul  the  death  of  detainees  at  the  hniuls  of  the  military  continue  to  be 
leveled  against  President  Ernesto  (leisel,  the  fourth  army  general  to 
govern  since  ISMM.  Amnesty  Interiuitional  estimated  in  19*6  that  there 
weiv  SOO  politic  al  prisoners  uiuler  detent i(ui  in  Hrazil.  Incidents  of 
torture  involving  political  suspc^cts,  however,  are  said  to  have  declined 
sharply. 

Tlu*  human  rights  situation  in  Uruguay — a  country  which  for  three- 
(luarters  of  a  century  was  an  example  of  constitutional  stability  and 
(lenuHMacy  was  comparable  in  P>V7  in  all  respects  to  that  in  Chile, 
according  to  the  Interiuitional  Commission  of  Jurists,  a  nongovem- 


600 


mental  jrro,,,,.  Sinr,.  tli,.  .lissolutioi.  «f  ron^jross  in  i973  then>  has 
i<*?uiu   I  lu^ruiiy  now  lias  th.>  jr,.,.rtt,.st  huhiIht  of  political  Drisoners 

ii»"ir..:y;,;v  "•»^"  ^"f:  inZ 


MIDOLK  KA8T 


In  tho  Mi<ldl(.  Kiist  the  two  roiinti  ies  most  frequently  cited  forffroaa 

PaK vi  L  -^5      !"  "  '^''i^'-"^  "^'"^  Mohammed  Reza 

I  anla^ »  I  .J  uu«,  cit.'ci  ovulenre  of  mass  arrests  ami  torture  of  Irani- 
ans us  well  «.s  harassment  of  Iranian  c  itizens  livin^aS  The  sJrt* 
Popartment,  on  the  other  han.l,  s,»id  there  had  Zn  "very  JnoouraS 
mt:  developments-  in  human  ri^rhts  sinee  the  iSginninro/thS  year  fn 
Iran,  one  of  this  ••ou.itrv's  hirrnvst  o.,<f^,....r.  #1  i  i£°lTJ^??x'^i" 


Oils  arr  a  lso  a  I  leered  hy  Anmesty  in  a  number  of  ot  her 
I'll  (oiintries.  inoliKlinir  thn^n  nriii^;oi      «  \jf:^  


 ^.  i^'i  r|  I  ( 

Kust/'  Violation 


\fi^MI..  V  «V.;  V     -^'V'^'  ^vninesty  m  a  number  of  other 

THK   NORTH  ATI^NTIC. 

eou«tr\e^''rrv[n'n ^''"ited  to  developing 
(oiintru..s  or  (  ommunist  c  ountries,  to  particular  continents  or  peoDlel 
In  fact  noc.xample  from  Asia.  Africa  or  Latin  America  can  e^^FE 

iv  /  '"V^*"'  "'t'^^  '^"d  his  allies. 

Vor  I  V  tliufh  luf  rP';-  ^r^'"""  ^'^^^  it«  Pontical  heirs  across  the 
Aorin  .\tlttutic.  that  lx)asts  the  longest  tradition  of  individual  and 

!u.  rr:;  „  ;         t^.:'"'  'T'^r ^^''^^  Ijr'^'^P^  neveVb^fori^t^^^^^ 
o  s  t  ;1  m  ""''''  '"r  democratic  as  the  except 

ions  tl  at  blotted  it.s  record  cam.,  around  one  hy  one.  P(»'tuQal  ousted 
|ts  c.v.lnui  chctatorsh.p  m  1!)74  and  in  1975  hefd  its  first  free  el eS 
.n  .no,v  t  am  40  vears.  Last  year,  after  the  d.'ath  of  dStor  FrancS 

.  M  V  .-v'T;       '  <l«'n.ocracy-fron.  whose  lanZge 

tUv  uny  w„nl  ,s  derived    <lepos,.d  the  latest  of  a  .series  of  miTita?v 

tiz^'^^;.:::^'         ^"'-and  Jto^d^'^r 

M  ^  trs- the'old^st'cons^UntLaTrt' 

»nmi,  on  earth,  the  I  .S.  None,  however  is  totally  without  fault.  The 
I  ov.  r  the  past  decade  has  nni.l,.  ^rreat  strides,  particularly  in  com! 
btt  u,^.  cl,s..nnunat,on  on  the  grounds  of  race,  .sex  Snd  natSl  oS 
but~-as  Pn.s,dent  Charter  acknowledged  to  the  UN  General  AsSly 
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111  March  1977-  '  our  own  ideals  in  the  area  of  human  rights  have  not 
always  l>een  attained/'  Despite  the  projjress,  there  are  wide  areas  of 
injustice— not  because  tlu^  principles  are  wronjr  but  because  they  are 
not  universally  observed. 

U.S.  Policy:  Pow£r  and  Principles 

American  foreign  policy  over  the  years  has  alternated  between  what 
an  editorial  writer  characterized  as  ''weekday  diplomacy,^'  or  the  lan- 
guagi^  of  |)owcr,  and  ''Sunday  diplomacy,"  or  the  radiation  of  values. 
Weekday  diplomacy  is  esst»ntial  to  survival,  the  editorial  asserted. 
Sundav  diplonuicy  is  a  historical  necessity  to  nurture  a  consensus  at 
home.  Frequently  U.S.  [mlicy  has  betui  a  blend  of  the  two. 

The  containment  policy  of  the  late  1940's,  for  example,  .started  out 
as  a  hard-nosed,  practical  response*  to  the  expansion  of  Soviet  power 
in  Eastern  Kurope.  It  was  sptviKcally  designed  to  rea.ssure  a  politi- 
cally insecure  VV^tcrn  Kurope.  But  by  the  early  1950's  the  crusade 
against  communism  had  become  an  exeroise  in  Sunday  diplomacy 
seven  days  a  week — an  effort  to  radiate  American  values  not  only  in 
Kurope  but  worhlwide.  In  the  war  U^tween  freedom  and  communism, 
Prt^sident  Eisenhower's  Secretary  of  State  John  Foster  Dulles  de- 
clartHl,  there  can  bi*  no  neutrals—even  though  a  majority  of  the  world's 
|)opiilation  considenui  themselves  just  that. 

There  was  even  talk  of  rolling  l>ack  communism  and  liberating  East- 
ern Europe,  hut  when  Soviet  tanks  rumbled  into  Hungary  in  1956 
and  punned  down  fi-eedom  fighters,  the  U.S.  calculated  flie  risks  and 
kept  Its  iH)wder  dry. 

John  F.  Kennetiv  set  a  high  moral  tone  for  his  Administration's  for- 
eign policy  when  lie  declai-ed  that  tliis  country  would  "support  any 
friend  or  oppose  nny  fix*  in  order  to  as.sure  tlie  survival  and  success 
of  lilH^rtv.*'  Witliin  less  than  a  decade  that  policy  formulation  had  lost 
much  of  its  appeal. 

As  if  n\spondinir  to  this  sliift  in  ^)ublic  opinion,  the  Nixon  and  Ford 
Administrations  (le fended  our  diininisliing  role  in  Indochina  in  terms 
not  of  human  freedom  but  of  the  national  interest.  The  "fundamental 
moral  imperative/'  according  to  Henry  A.  Kissinger,  Secrt'tary  of 
Stat4»  to  botli  Presidents,  was  to  avert  nuclear  war.  That  meant  restor- 
ing  a  balance  of  |H)wer  in  Soutlieast  Asia,  maintaining  the  existing 
balance  in  Euiope  and  olst^wliere,  ami  at  the  same  time  seeking  de- 
tente with  tlie  Soviet  Tnion.  U.S.  commitments  abroad,  he  stated,  had 
to  be  ba^st^l  on  security  needs,  not  on  moral  judgnu»nts.  Therefore,  he 
argued,  luiman  rights  <piestions  should  not  be  linked  to  foreign  policy 
decisions. 

A  majority  in  Congress  disagnunl  with  tlu»  Kissinger  concept.  They 
did  not  l>elieve  the  American  people  would  long  support  a  foreign  pol- 
icy whidi  di<l  iu)t  <*learly  ivflect  tlh»  <»ountry's  ethical  values.  Thev  op- 
|)osed  subsidizing  repressive  regimes  with  U.S.  aid  and  arms.  iJnder 
the  leadership  of  Representative  Donald  M.  Frast^r  (D-Minn.),  Con- 
gress in  1974  voted  to  cut  off  nulitary  aid  (and  aid  to  police  forces) 
for  governments  engaging  in  **a  (Consistent  ^)attern  of  gross  violations'^ 
of  human  riglits.  except  in  extraordinary  circumstances.  It  passed  the 
Jackson  Amendment,  linking  trade  Ix^nefits  for  the  Soviet  Union  to  the 
isnue  of  freer  emigration  ^bei^eupon  Moscow  opted  for  neither).  It 
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j'xtvntloti  tho  pioluhition  on  Hctui  iu  assistance  for  human  rights  vio- 
lators to  uu  hide  economic  and  development  aid,  except  where  such  aid 
directly  »H«nehted  needy  p*M.ple.  It  curtailed  the  sale  of  anns,  notably 
to  Chile,  m  IJ)76  and  asked  the  StaU^  I)epartn»ent  to  prt^pare  reports  on 
the  status  of  human  rights  in  all  82  <  ou»tries  receiving  17  S.  aW 

Ihe  l)epartnu'nt  of  State  under  Seci-etary  Kissinger  resisted  these 
congi-essional  actions.  It  argued  that  there  were  no  objective  standards 
by  which  to  measure  "consistent  patterns  of  gross  violations,"  and  that 
to  atU'iupt  to  <lo  so  by  subjective  judgment  would  serve  neither  our 
security  interests  nor  the  cause  of  human  rights,  but  would  o.Aly  eni- 
barmss  our  friends  and  hurt  relations  with  them.  Congress  insisted,  and 
the  State  Department  ieleast«d  the  reports  in  January  and  March  1977. 
,1  he  reports  confirmed  that  human  rights  were  being  violated  in  vary- 
ing degrees  by  most  of  t  he  countries. 

Congress  also  in.sisted  that  human  rights  receive  greater  attention  in 
the  DepartuuMit  of  State.  An  Office  of  HunmnitarTan  Affairs  was  set 
up  »n  1970.  Under  the  Carter  Administration  it  was  expanded  into  a 
new  Office  of  Human  Rights  and  Humanitarian  Aflfairs,  headed  by 
ratrtcia  I)<«nan. 

Congress'  preoccupation  with  human  rights  accurately  reflected  the 
concern  of  many  Americans,  according  to  a  1976  preelection  poll  of 
community  leaders  aiul  foreign  iMilicy  experts  by  the  Public  Agenda 
t<  oundation.  I  he  study  revealed  a  consensus  that  "regaining  our  posi- 
tion as  a  moral  force  in  the  worhi"  should  be  a  foreign  policy  priority. 
Anmng  the  experts,  in  particular,  there  was  broad  support  for  the 
pwposition  that  "the  U.S.  should  actively  promote  democracy  abroad, 
wherever  it  enjoys  local  support,  using  political  and  economic  tools  but 
not  military  levpiage,'  and  that  this  should  be  an  underlying  principle 
of  our  foreign  policy.  A  renewed  commitment  to  democratic  values, 
they  agreed,  "mav  help  to  ivsolve  a  central  dilemma  of  contemporary 
foreign  policy— developinir  a  foreign  policy  which  both  serves  the  na- 
tional interest  in  the  traditional  sense  and  reflects  the  fundamental 
values  of  the  American  people  in  a  positive  sense." 

(  aiululate  Carter's  coiiunitnient  to  human  rights  had  struck  a  re- 
sponsive chonl  among  Americans.  As  President,  Mr.  Carter  stated  his 
conviction  that  ljunian  rights  could  be  "a  beacon  light  that  will  make 
our  people  proutl  and  say  we  stand  for  something."  In  his  first  year  in 
othce,  the  President  pursued  his  human  rights  campaign  by  public 
pronouncements  and  symbolic  acts,  quiet  diplomacy  and  persuasion, 
pi-essuH'  and  force  of  example.  He  spoke  out  against  torture,  arbitrary 
arrest  and  imprisonment  and  on  l)ehalf  of  civil  and  political  liberties 
and  the  right  of  people  to  ade<iuate  food,  shelter  and  education. 

1  oncerning  human  rights  in  the  Soviet  Union,  the  most  conspicuous 
steps  were  the  President's  personal  letter  to  Sakharov  and  his  White 
House  encounter  with  Hukovsky.  I>>ss  publicized  was  his  decision  to 
incix'as*^  sul)stuntuilly  the  transmitting  capacity  of  Radio  Free  Europe 
jl.  r^^"*^  LilH'rty,  which  broatlcast  to  Eastern  Europe  and  the 

Human  rights  policy  toward  non-Communist  countries  has  varied, 
«lepending  on  whether  the  U.S.  considers  them  of  strategic  importance 
hot  those  that  are  not,  the  Administration  has  used  the  carrot-and- 
stick  approach.  It  reduced  small  military  sales  credits  to  three  coun- 
tries—Argentina, Uruguay  and  Ethiopia— on  the  grounds  they  were 
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guilty  of  gro88  violations.  And  it  oflfered  ftnancial  incentives  to  others 
to  promote  human  rights.  Tlie  Administration  asked  Congress  for  a 
20  j)erceiit  increase  in  foreign  economic  assistance  for  fiscal  year  1978, 
and  it  expanded  the  program  of  aid  for  *'new  initiatives  m  human 
riffhts.^' 

In  the  rase  of  countries  wliirh  violated  human  rijyjhts  but  where 


U.S.  maintained  or  even  increased  the  level  of  aid.  South  Korea,  the 
Philippines  ami  Indonesia  fell  into  this  category.  Again  on  practical — 
rather  than  ideological— grounds  the  Administration  successfully 
blocked  a  House-approved  foreign  aid  bill  that  would  have  barred 
inti^rnational  Hnaneial  institutions  from  using  U.S«  funds  in  loans  to 
Vietnam,  Cambodia,  Laos,  Cuba,  Angola,  Mozambique  and  Uganda* 
If  Con^resM  passed  the  Mouse  version  of  the  bill,  the  World  Bank 
warned  in  advance  that  it  would  have  to  reject  all  U.S.  funds. 

The  President  also  tiH>k  steps  to  improve  this  country's  own  human 
rights  record.  The  Administration  removed  all  restrictions  on  the 
right  of  U.S.  citizens  to  travel  abroad,  supported  Congress'  liberal- 
ization  of  visa  i^^quirements  for  foreign  visitors,  sought  to  broaden 
assistance  to  political  refugei>s,  and  successfully  lobbied  for  congres- 
sional repi^al  of  the  IJ)72  Byrd  Amendment.  The  amendment  permitted 
U.S.  imports  of  chrome  from  Rhodesia,  a  breach  of  the  UN  Security 
("ouiicirs  binding  decision  to  impose  sanctions  and  thus  a  violation 
of  our  international  legal  obligations.  African  states  viewed  our  policy 
as  one  of  contempt  for  the  struggle  for  majority  rule  in  Zimbabwe. 

President  Carter  has  asked  Congress  to  ratify  a  number  of  pend- 
ing human  ri|rhts  treaties,  including  the  19  Q  American  Convention 
of  Human  Rights,  a  hemispheric  treaty  which  he  signed  in  June; 
the  International  Covenants  on  Civil  and  Political  Rights  and  on 
FA'onomie,  Swial  and  Cultural  Rights;  and  the  International  Conven- 
ti<m  on  the  Kliniination  of  all  Forms  of  Racial  Discrimination,  which 
the  U.S.  sidled  in  ll)6r)  but  which  for  12  years  was  not  forwarded  to  the 
Senatt*.  The  Pi^esident  aLso  endorsed  the  controversial  genocide  con- 
vention, which  prohibits  acts  intended  *'to  destroy,  in  whole  or  in  part, 
a  national  etimioaK  racial  or  n*lijiious  group."  The  General  Assembly 
adopted  the  convention  in  1948;  it  came  into  force  in  1951.  U,S.  oppo- 
nents claim  that  U.S.  ratification  could  subject  Americans  to  extra- 
dition and  trial  in  forei^rn  jurisdic  tions.  Supporters — including  the 
American  Bar  Assoi^ation  which  reversed  its  long-standing  opposi- 
tion in  1976 — disagree.  They  point  out  that  while  the  convention  car- 
ries moral  weight,  adherence  to  it  would  not  affect  the  rights  of 
Americans.  As  Great  Decisions  went  to  press,  Senate  supporters  lacked 
the  votes  necessary  for  ratification. 


Abroad,  the  (^irter  human  rights  policy  has  had  a  mixed  reception. 
The  sharpest  reaction — evidently  a  surprise  to  the  President — came 
from  the  Soviet  Union.  The  deterioration  in  the  East-West  Dolitical 
atmosphere  last  spring  and  summer,  Moscow  said,  was  causea  by  the 
l\S.  '•anti-Soviet  propaganda  campaigns''  and  "the  attempts  at  inter- 
ference in  the  internal  affairs  of  the  U.S.S.R.  and  other  socialist 
countries  uiuler  the  pretext  of  'defen.s<»  of  human  rights.' ''  This,  it 
continued,  was  the  reason  for  the  lack  of  progress  in  drafting  a  new 
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treaty  on  the  limitation  of  strategic  arms.  This  hint  that  too  much 
c-nthusiasiii  for  hiiinan  rijrhts  coiihl  thivaten  SALT  itsc^lf  wa.s  the 
heaviest  warning'  Washiii^on  hail  ireeivoil  on  the  subjwt 

The  Soviets  wore  not  alone  in  their  objections.  Argentina,  Brazil,  El 
Salvador,  Guatemala,  Nicaragua  and  Uruguay  were  so  angered  by  the 
new  policies  that  they  aiuiounced  they  would  refuse  further  U,S,  aid 
linked  to  respect  for  human  rights. 

Even  some  Atlantic  allies — notably  France  and  Germany — as  well  as 
Canada  expivssed  dismay  with  what  they  called  President  Carter's 
'iittle  cold  war/'  They  were  concerned  that  it  could  provoke  a  more 
hostile  Soviet  position  on  a  whole  range  of  East -West  issues  and  en- 
danger detente.  Thev  felt  they  stood  to  lose  far  more  than  the  U.S.  if 
detente  failed  and  AIoscow  once  again  sealed  off  Eastern  Europe.  Since 
the  signing  of  the  Final  Act  at  Helsinki,  West  Germany,  through 
quiet  diplomacy^  had  negotiated  the  release  of  65,000  ethnic  Germans 
from  Eastern  Europe.  Renewal  of  the  cold  war  would  jeopardize 
further  gains.  Other  Europe  leaders,  however,  backed  the  President's 
human  rights  stand.  He  "is  formulating  a  concept  that  is  oom- 
nion  to  us  all, '  declared  Italy's  Prime  Minister  Giulio  Andreotti.  Brit- 
ain concurred.  •^In  a  world  grown  cynical  it  has  been  a  consolation  that 
Pi-esident  Carter  should  so  robustly  have  upheld  human  rights  as  en- 
shrined [in  the  Final  ActJ. . . '  Koy  Jenkins,  President  ot  the  Commis- 
sion of  the  Eui-opean  Comnmnities,  told  the  Chicago  Council  on  For- 
eign Kelations. 

Defending  its  Soviet  policy,  Administration  spokesmen  have  in- 
sisted that  tiiere  is  no  linkage  between  human  rights  on  the  one  hand 
and  strategic  arms  limitation  or  economic  cooperation  on  the  other.  The 
U,S.,  they  say,  will  s^^ak  out  on  behalf  of  human  rights  when  those 
rights  are  violated;  \t  will  also  continue  to  pursue  arms  control  ac- 
conls  and  a  reduction  in  international  tensions.  But  in  what  some  ob- 
servers saw  as  a  tacit  admission  of  past  mistakes,  the  Administration 
last  Jnly  fornuul  an  interagency  committee  under  the  State  Depart- 
ment to  coordinate  future  i)olicies  toward  the  Soviet  Union.  Mean- 
while, the  PivsichMit,  in  a  Charleston,  S.C.  speech  on  U.S.-Soviet  re- 
lations, gave  his  main  stress  to  arms  control  and  opined  that  **an 
atmosphere  of  peaceful  cooperation  is  far  more  conducive  to  an  in- 
creased respect  for  human  rights  than  an  atmosphere  of  belligerence  or 
hatretl  or  warlike  confrontation."  Moscow  (juJckly  acknowledged  the 
'•positive"  tone  of  the  speech. 

While  the  Administration  has  Ihhmi  somewhat  defensive  about  its 
luinuin  rights  polity  toward  the  Soviet  l^nion,  it  sees  evidence  else- 
where that  the  policy  has  In^gun  to  produce  result** : 

Eastern  Euroj)ean  countries  have  cooperated  in  the  family  re- 

uniHcation  program  and  have  otherwise  relaxed  their  emigration 

rules. 

Czech  signers  of  Charter  77  and  Polish  workers  and  human 
rights  adivists  would  probably  have  received  even  harsher  treat- 
ment if  the  r.S.  had  not  spoken  out  in  their  defense. 

In  Latin  America,  Bolivia,  Ecuador  and  Peru  plan  to  hold  elec- 
tions U^forc  the  (M\d  of  l!)8()  and  Uruguay  in  1981.  In  Argentina 
and  Chile,  the  State  Department  found  a  decline  in  political  re- 
pression last  year.  Argentina,  Chile,  Haiti  and  others  have  released 
some  political  prisoners  and  there  are  fewer  reports  of  torture. 
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In  Asia,  South  Korea  has  released  some  political  prisoners* 
In  Africa,  the  military  jjovernnient  of  Nigeria,  the  continent's 
largest  (  ouutry,  has  proinised  a  return  to  civilian  rule  in  ll>70  with 
free  elections  for  a  new  parliament  —the  first  since  suspension  of 
constitutional  government  in  1966, 

In  the  eronoMiii*  spherr.  si*\'erul  African  count I'ie.s  ui*e  In^ginning 
to  develop  |)r()gianis  to  Ics^mi  the  vast  disparities  Ix^twcen  rich  and 
poor.  Aiul  somt*  Latin  Ainericttii  countries  arc  apiin  pursuing  land 
reform  in  an  ctfort  to  give  their  people  a  stake  in  their  own 
country. 

At  the  saine  tiuu»  that  the  AdmiuiHtration  was  claiming  progress  in 
its  human  rights  drive,  some  obsta  vei-s  detected  a  loss  of  momentum  by 
mid  summer.  They  felt  tlu»  Administration  was  more  cautious  in  its 
approach  to  human  rights  violators.  Other  observers  complained  that 
the  U.S.  was  In^ginning  to  renege  on  its  commitment  and  was  applying 
a  double  staiuiard,  exacting  higher  standards  of  l)ehavior  from  weak 
countries  which  reprcsiMit  no  threat  to  us  than  frou)  strong  countries 
of  strategic  im()ortance. 

Secretary  of  Stato  Cyrus  K.  Vance  acknowledged  that  balancing 
hunuin  rights  and  mitional  security  needs  is  a  very  difficult  task,  and 
that  in  some  instances  the  U.S.  risked  api)earing  hypocritical.  "We 
must  always  kec^p  in  niiiul  the  I iniits  of  our  power  and  our  wisdoi^^  .  .  . 
A  d(Krtrinaire  phin  of  action  would  be  as  damaging  as  inditference.  We 
nmst  Iw  ivulisti(\  Our  country  can  onlv  achieve  our  objectives  if  we 
•^ha|)e  what  \\v  do  to  the  case  at  hand.  !  . 

Critics  and  supporters  alike  jigree  that  the  U.S.  has  a  moral  commit- 
ment to  luuuan  rights.  Wheiv  they  differ  is  on  the  question  of  whether 
our  concern  and  our  coiuinitment  should  be  translated  into  direct 
action. 

TiiRKK  Bash  Omoxs 

Fn  its  fust  yc:ii\  the  (\irter  Administration's  human  rights  |)olicy 
HM-eived  witlcsprejul  |)iil)lic  api)huis(».  Hut  there  was  also  criticism— 
sx>me  for  U  iuir  too  strt>ng.  some  for  Inking  too  weak.  The  nation  has  vet 
to  dtvide  chMuly  its  fiituiv  direction  on  this  (|ucstion:  What  place 
shou  d  we  luake  in  our  foivitrn  |H,|i,.v  fov  the  ideals  of  freedom  on 
which  this  nation  was  foniuUHl  ^ 

A  cas**  nu\  he  made  fcjr  any  of  thive  broad  options. 

7.  Th('  fdi-alistir  opflon^  calls  on  our  country  to  give  to|)  priority  to 
human  rights  in  our  foivign  policy.  sii|)porting  that  cause  consisteiitly 
and  vigorously  wherever  [)c()ple  are  not  free-  even  if  this  means  c(m"- 
frontatuMis.  To  thi<  (mhI  we  should  use  all  et!V(1ive  means  short  of  war. 
Ihes4»  include  |)ublir  und  diplomatic  pressure,  plus  the  levera^rc  of 
withholdmg  varimis  benefits  such  as  diplomatic  relations,  ecoimmic 
aid.  trading  privileges  and  other  fonns  ot  c(H)|)cnition.  We  should  also 
hrmir  to  bear  the  force  of  international  law  and  other  standards  of 
conduct,  not  only  by  joining  and  invoking  exist  ing  t  iraties  siu  h  as  the 
Intermit  icami  (\)venant  on  (^ivil  and  Political  Kights.  but  bv  working 
to  build  new  and  more-enfonrable  world  law  to  bring  liuinan  rights 
violatoi-s  to  justice.  And  wbeiv  di  |)rivatioii  of  f  ranonrtr  rights'^s  a 
nuuii  olxstacle  to  frnMlom.  as  in  most  of  the  third  world,  we  shoidd 
attack  the  r(M)ts  of  poverty  by  insisting  on  fiiiidaiiieiital  political  and 
swial  IV form  as  a  condition  of  our  aid. 
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Such  a  policy,  its  iulvwatcs  would  ai'mio,  will  : 
Pnmiotj'  a  national  foiriini  policy  consi'iisus  ivHcct in^ronr  coun- 
try s  fun(  auicntal  valuc^a  p<.licy  the  people  can  be  proud  of 
and  Iwi  wUhufT  t,>  sacrifice  for. 

Dcmonstnito  to  the  world  that  America  stjinds  for  soiuethinp 
l>ett4'r  than  sheer  pi.wer,  souiethinfr  that  responds  to  universal 
numan  aspM  iituHis. 

dictators""'  "»<^«'ally  distasteful  alliances  with 

.SlH^'d  the  evolution  of  a  world  conuinniit\  of  frmloni,  the  only 
kUHl  of  world  in  which  our  people  can  f(H>l  "secure  -since  fi-oodom 
is  indivisible. 

„v;^f  ''^•'•■"'''"•.V  ^'""••^^  'V"'sclf  has  said:  "Our  own  well-beinir,  and 
Z/l'i;  •'"'""V^^^J      ^'  "orhl  that  shares  cx)nnnon  froo- 

Zt  f  '         ^'"'"^^'V^y        '••""omic  justi.c  create  the  condi- 

nons  roi  p,ace.  \>  always  risk  payin^r  a  serious  price  when  we 
become.  identituHl  with  repression."      '  ■  »  * 

ini^ns??c;"inf  '■''j''*"^  ^.'"^  opl>osition  to 

o  n-  o  V      .  especially  the  Soviet  fnio,.,  endangere 

have  \  n  '"^^''-^'^^  "«  ^vc 

an uiume  w/Jm      '^r''^^         '^^'^^''f  I>n..sues  revolutionary  gc^ds 

LT.   L  I  "f"'''  ?r':."'"'''  ^^■''>"  ^•'""'J  wc  shrink  from  pu.-suing 

fL  ^,  r  f'>''  "arninirs  of  a  tinderbox  in 

has  ern  hun>pe.  it  ,s  not  our  responsibility  to  hetp  the  Soviets  poli^^ 

^>U.  .r/r=  T  '"''I'  to  keep  aK 

potential  for  autonomy  in  that  aiva. 

l""^'*'."'      poverty  and  freetloin,  this  view  holds  that 

^P^^^^^^^^^^^  .l;'volopn.ent  and  ,H>litical  dev.dopn.ent  ai.  h'^ 

^    A  n  if  h  ^   i  "  '''■'••^      '''V^*  '-^'f^'-"''  *^^'"taWe  taxes, 

«  !i  tiiniKul,  for  the  lonirer  reform  is  Dost- 

poned  the.  worse  th(.  turmoil  will  eventually  be  ^ 

it.  i.jii  T""'"'^^^  7'""       '■'■'^  ••"'"'»'-v  f'-ankly  to  subordinate 

nie  Liooai  powei  i>:ilance  with  our  main  adversary,  the  Soviet  Tlnmn 
In  n.s  pers,Hvt,ve  the  only  frmh.ni  which  we  1  aJ;  a  uty  to  pjo  3o 
and  defend  is  the  f.ec.h.m  of  the  .Vmericau  {.nmle.  A  1mm d  flu" To 
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Union.  We  gliould  never  hesiUt^  to  do  this.  We  should  maintain  diplo* 
matic  relations  with  any  rejfime  that  (*ontrols  a  country  and  can  protect 
Ajuericans'  interests  then^  We  should  give  up  our  futile  and  quixotic 
passion  for  ridding  the  world  of  injustio^^  "Moral  indignation,^^  said 
the  English  historian  HerU>rt  Hutterfield,  "corrupts  the  agent  who 
poswi»ss4\s  it  and  is  not  calculated  to  reform  the  man  who  is  the  object 
of  it/'  It  is  enough  if  we  contribute  to  the  uni\ei>>al  i»ause  of  human 
rights  by  keeping  a  five  America  secure,  and  by  pionioting  a  more 
just  smiety  at  home  lus  an  example  to  the  world. 

3.  The  pragmatic  apthm  holds  that  our  foreign  policy  should  avoid 
any  rigid  strategy  or  st^t  of  rules  concerning  human  rights,  but  should 
tmit  each  ciust*  us  unique — balancing  our  siH'urity  needs  against  human 
rights  and  other  traditional  ethical  values. 

This  appn)ach.  while  fully  accepting  our  historic  conunitment  to 
freedom,  insists  that  we  must  ivsponsibly  recognize  the  linrts  of  this 
or  any  other  nation  s  capacity  to  shaix*  world  ev*»nts,  Tiike  a  prudent 
IwnsioiUM-,  we  nuist  learn  not  to  live  beyond  our  means,  not  to  attempt 
more  than  we  can  i>erfonn.  This  is  especially  true  in  dealing  with 
such  a  complex  value  as  freedom,  which  cannot  Ih»  imposetl  from  the 
outside  or  conveyed  as  a  gift,  but  must  be  earned  and  kept  by  the  virtue 
and  exertions  of  the  peoples  who  seek  it. 

In  pui-suing  huinaii  rights  goals^  this  argument  insists,  perfection- 
ism and  cynicism  are  equal  and  opposite  <langers.  As  the  Carter 
Administration  has  acknowledged,  we  have  .security  and  economic 
intelvst^s  which  often  call  for  dealings  with  undemcH-ratic  government^ 
sucii  as  those  in  South  Korea,  Inin  and  South  Africa,  and  such  situa- 
tions will  continue  to  arise,  Furthennore,  societies  which  have  little 
tradition  of  dem(HTa(\y  nmy  take  many  veai-s  of  trial  and  error  Urforo 
they  can  decil  with  the  stressivs  of  free  debate.  They  should  not  in  the 
mean.vhile  be  deprived  of  the  ai<|  an(i  friendship  of  the  U,S, 

Moivoyer.  denying  aid  oi'  other  benefits  to  all  countries  that  violati^ 
hunuui  rights  wouKl  mean  punishing  many  countries  that  give  im- 
portant support  to  our  other  foreign  policy  goals, 

Therefoir,  in  (icterniining  its  i>olicy  toward  human  rights  violators, 
the  r.S,  should  stutly  each  uni(pie  l  ase  to<ieternuue  the  most  appro- 
priate response  in  tlie  liglit  of  all  our  interests,  human  rights  included. 
It  slioidd  examine  the  extent  of  the  violations:  are  they  increasing  or 
declining ^  It  should  consider  the  nutans  for  etfective  action  as  well  as 
the  ^)os^^ible  undesiicwl  side  etfccts.  If  aid  to  an  oppressive  govermnent 
is  withheld,  for  example,  will  we  punish  the  victims  along  with  their 
oppressors  ^ 

"Our  political  aufi  moral  principles,"  writes  philosopher  C'harles 
Frankel  m  his  IIK.VDLINT-:  Scries  for  the  Foreign  Poliey  Ass<H  iation 
on  '\Monility  and  T.S.  Foreign  Policy,"  *-are  not  apiificable  every- 
wheiv  and  are  iu>t  wanted  everywhere.  And  if  they  were  applicable  and 
wantv(l,  thev  would  still  Ih»  U^yoml  human  poweis  to  implement  every- 
where." Hut  on  the  othci'  hand,  he  warns,  when  we  aic  inditfeivnt  to 
these  \ahu'S  ''wt*  do  \  ioleirce  to  our'  scmisc  of  oui^'lv(»s  aiul  destroy  a 
principal  source  of  our  power  in  the  world,''  Awkward  and  un- 
dramatic  it  may  Ik\  hut  the  coursi*  of  wisdom  when  caught  l>et  ween  con- 
flicting principles  of  etjual  weight  is  to  walk  the  middle  road. 

Of  thcs<»  three  basic  options,  which  do  vou  think  the  U,S.  should 
follow  ? 


EMC 


6:7 


Why  Amiwcan  Business  Supports  Thwd  World  Fascism* 
(By  Noam  Chomsky  and  Edward  S.  Hennan) 

Vietnam  war  has  been  digested  by  the  U.S.  political  system 
with  hardly  a  trace.  Wntially  the  san»e  people,  manage  national  af- 
faiw,  and  possess  virtually  exclusive  access  to  the  mass  media:  the 
T}a^u  have  Upsed,  or  been  forced,  into  silence;  and  the 

media  have  not  allowed  the  va.st  accumulation  of  sordid  detiils  about 
our  V  letnam  involvement  to  disturb  the  myth  of  U.S.  benevolence  and 
concerned  pursuit  of  democracy  abroad.  This  myth  has  remained  un- 
S?*^  w^'^iJ"       t^""^  accelerating  "Brazilianization"  of  the 

Ihird  World  over  the  past  decade,  very  often  under  active  U.S.  spon- 
sorshu),  n^^^t  displacement  of  democratic  governments  and 

extensive  and  growing  resort  to  repression,  including  physical  torture, 
impnsonrnent,  death  3(iuads,  and  mysterious  "disappearances,"  all 
within  the  U.S.  sphere  of  influence.  And  now  the  President  of  the 
Qu""u  ^-r^*'  sponsored  and  supported  the  Somoza  family,  the 
Shah,  Marcos,  Park,  Pinochet,  Suharto,  and  the  Brazilian  generals 
has  announced  a  campaign  for  human  rights  throughout  the  world. 

Ihe  back^i-ound  against  which  human  rights  issues  have  arisen  in 
the  period  since  1945  includes  an  unparalleled,  worldwide,  economic 
expansion  by  the  United  States,  its  establishment  of  a  global  military 
presence  with  a  peak  of  over  3,000  foreign  military  bases  virtually  sur- 
rounding both  the  Soviet  Union  and  Communist  China,  and  inter- 
ventions in  the  affairs  of  other  states  that  are  unmatched  in  number, 
scale,  and  global  reach.  In  the  face  of  these  developments,  the  myth  has 
been  successfully  established  in  the  public  mind,  and  in  liberal  circles 


the  positive  pursuit  of  its  own  economic-imperial  interests  at  the  ex- 
pense of  any  [people  standing  in  its  way;  nor  are  its  exploits  described 
as  subversion  or  outright  aggression. 

The  hypocrisy  and  sheer  silliness  of  much  political  commentary  in 
this  regjird  are  truly  remarkable.  To  cite  only  one  example,  William  V. 
Shannon,  liberal  commentator  for  the  Neto  York  Times  and  President 
Carter's  ambassador-desipmte  to  the  Republic  of  Ireland,  laments  the 
failures  of  American  policy  in  these  terms  (September  28, 1974) : 

"For  a  quarter  century,  the  United  States  has  been  trying  to  do  good, 
encourage  political  liberty,  and  promote  social  justice  in  the  Third 
World.  But  in  Latin  Amerioa  where  we  have  traditionally  been  a 
friend  and  protector  and  in  Asia  when«  we  have  made  the  most  painful 
.sacrifices  of  our  young  men  and  our  wealth,  our  relationships  have 
mostly  proved  to  be  a  recurring  source  of  sorrow,  waste,  and  tragedy." 

'Reprinted  by  permlHlon  from  BuilneRs  and  Society  Reylew,  no.  23,  fall  1977 :  18-21 
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Even  in  (lule,  ho  explains,  our  "benevolence,  intelligence  and  hard 
work  have  j)r()ved  not  to  bi>  enough,''  U8  we  intervened  "with  the  l)e8t 
of  motives. '  We  are  trapped  in  *Mronic  paradoxes''  as  we  seek  to  "ad- 
vance* our  moral  ideals''  throughout  the  world. 

Sueh  self-deception  can  reach  quite  extraordinary  heights.  Suppose* 
that  Fidel  ('nstn>  had  nrpmized  or  participated  in  at  least  eight  assas- 
sination attempts  against  the  various  presidents  of  the  United  States 
since  11)5}).  It  is  safe  to  conchide  that  the  AVvr  York  Thus,  CttS  News, 
and  the  mass  media  in  general  would  have  portrayed  him  as  an  inter- 
national gangster  and  assassin,  who  nuist  be  excluded  from  the  com- 
munity of  civilized  nations.  Hut  wluMi  it  is  revealed  that  the  IJnited 
States  lias  made  or  partiiipated  in  that  many  attempts  on  Castro's 
life,  it's  just  "one  of  thost^  things  that  governments  do.''  The  press  will 
hardly  suggest  on  the  basis  of  such  information  that  the  world's  "na- 
tions have  to  evaluate  the  U.S.  potentiality  as  a  responsible  world 
citizen,"  to  paraphrases  a  recent  CkriHtian  Science  Monitor  editorial 
that  had  the  gall  to  assert  that  the  United  States,  after  the  record  of 
the  past  ;U)  yeai-s,  is  entitled  to  stand  ii^  judgrsont  over  Vietnam  for  its 
alleged  violations  of  human  rights! 

President  Carter  has  kindly  offered  to  move  toward  normalizing 
relations  with  Cuba  if  it  will  refrain  from  "participating  in  violence 
across  the  oceans,  [and]  will  recommitfsic]  the  former  relationship 
that  existed  in  C\\\m  toward  human  rights.  .  .  /'  Eight  admitted  at- 
tempts on  Castro's  life,  a  sponsored  invasion,  innumerable  acts  of 
sabotage — but  Carter  can  talk  about  Cuban  external  violence  and  not 
he  vhallemfi  d  or  ridiculed  by  anyom'  whose  voice  can  be  heard.  Carter's 
reference  to  the  state  of  civil  rights  in  Cuba  under  the  Batista  dictator- 
ship also  elicited  neither  criticism  nor  satire. 

TH£  ECONOMIC  ADVAXTAQES  OF  FASC8IH 

Since  the  Second  World  War  there  has  been  a  steady  deterioration 
of  |K)litical  and  social  conditions  in  Latin  America  and  generally 
throughout  Third  World  areas  that  ure  within  the  "Free  World"  orbit. 
LibtTal  ideologists  treat  this  as  fortuitous  and  independent  of  U.S. 
choice  and  power,  clainung  that  as  a  democracy  we  support  democratic 
institutions  abroad,  while  any  contrary  trends  are  based  on  forces  over 
which  the  l^nitetl  States  has  no  control.  In  the  piwess  it  is  necessary 
to  suppi-ess  and  belittle  the  long-standing  relations  between  the  U.S. 
|X)litical-militarv  elite  and  the  military  juntas  and  comprador  ele- 
ments in  states  like  Brazil,  the  economic  advantages  of  Third  World 
fiv^cism  to  U.S.  economic  intei*ests,  and  the  evidence  of  positive  U.S. 

1)olitical  and  economic  support  for  brutal  dictatorships  and  frequent 
mstility  to  rt  formisniixs  well  as  radicalism  in  the  Third  World. 

The  ivul  relationships  are  shown  in  thetnhleon  pa.«re  MUD]  which  re- 
lates U.S.  economic  and  military  aid  (aiul  that  of  U.S-dominated 
international  lending  agencies)  to  various  political  and  human  rights 
and  eco!U)mic  factors.  The  table  focuscv^on  a  series  of  strategic  changes, 
whose*  ilates  arc  sliown  in  column  I,  for  ten  U.S.  client  countries.  Col- 
umns *2  ^  describe  the  effect  of  the^e  events  on  the  political  environ- 
nuMit  aiul  hmiuin  ri«jlits,  with  minus  signs  (  ~)  indicating  an  adverse 
effect  on  Inmum  rights,  i.e..  a  decline  in  democnitic  institutions  and 
an  increase  in  use  of  torture  and  incarceration  of  political  prisoners. 
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(  oluum  r»  .shows  till'  ftfjHt  of  tluvso  events  on  the  "climuto  of  invest- 
iiK'tit  :  :»a  shows  +  if  hiwsor  rcKnhitions  w.mv  suhswjiu'ntlv  chrtnired 
l<)  mtmv  tax<'s  on  foivi^r,,  romimnies  or  to  mak»'  it  wisier  for  them  to 
ivimh-iHtc  prohts,  and  .M.  shows  f  if  hilMn- roiKlitions  wore  improved 
from  tlu'  standpoint  of  foiei^r,,  invrstois.  Columns  show  percent- 
aK»v iunj?es  m  aid  and  credits  from  the  United  States  and  intema- 
tionul  or^mnizations  for  the  two  or  three  yeare  after  the  political 
chancre  as  compared  with  comparable  period  prior  to  the  event.  For 
example,  for  Miazil,  mi  is  u  strategic  date,  as  noted  in  column  1  We 
can  see  that  human  rijr|,ts  doterioratcd,  investment  climate  improved, 
and  overall  aid  and  civdits  by  the  U.S.  and  multinational  lending  or- 
ifaiuzations  went  up  112  percent  in  the  throe  years  following  the  coup 
lis  compared  to  the  three  years  preceding  the  coup. 


U.S.  Aid,  InvMtment  OinMle,  and  Human  Rights  in  Ten  Countries 
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IniormiiKm  on  lortufr  <nd  (x^l.t.cAl  pr.^ooer^  moMly  Irom  the  Amneify  tntfmttK>nMl  Report  ofi  Toftun 
19.  S  <n<1  The  Am,^r.^Y  /ntemjtK»nj/  «P(«>rf  I97S  76,  1976  Supplemenled  with  d«ti  from  ncwipMe^ 
•rtKJrv  jiiurnilv  4n.1  UxAn  on  th..  vp^^jK  founir.«  Diti  on  .nv«tmen|  climate  Urgelv  Irom  articlei 
|ourn*K.         ihH>k\  on  the  \p^itK  counjnes 

^""^  ^'^  (Verify,  iojn*  jorf  (,rjnl>  jnd  A>*Mfjncf  /«»m  /nfwnjfionj/ OriJn»2jfk)ni 
*  r    ^''•^.^^'•'^"^  )%M97S   D*l*  pffvu»u^  to  1%2  («ken  from  HiWwicj/  Sntistki' 


In  s(»nio  iv>|MM'ts  tlu>  tahir  is  uironiploto  aiul  (Kvasionally  mislead- 
u\^.  {  vvui\s  III  to!  tiuv  niul  miiulM>rs  of  political  prisoiioi-s  are  not  easy 
to  ostahhs  K  ami  m  a  fvw  instances  I  ho  ovidnuv  is  tcMitativo  Aid  tig- 
tnv.s  (-an  als(»  l»r  inisK^nlin^r^  ns  otluM-  fadors  may  toniporarilv  distort  a 
a  ival  rvlatiouslup:  r.tr..  \  \w  iWrVuw  in  aid  to  South  Korea  after  the 

ark  i-ou|>  of  IMrJ  wa.s  invatly  inflneneed  l>v  the  withdrawal  of  South 
Korean  nuMvenarie^  tnan  South  Vietnam  and  the  resultant  deeline  in 

*rM^i^'^'f' '^^""i***'*  reduction  in  ndlitary  aid 

rn(  hilr  afttM'the  faM  ist  coup  of  l!)7;{  is  also  inisleadliiir,  since  the  high 
rate(»f  nnhtarv  ai({  under  Allende  ivflected  T.S.  support  for  the  riffht- 
wiUiT  niditarv  in  the  interests  (^f  counter-revolution. 

Vor  all  Its  limitations,  this  tal»le  \mxvs  out  m  ^rraphic  form  a  set  of 
relation-lnps  that  -hould  he  obvious  to  any  stmlent  of  recent  Third 
World  histtuy.  Koi-  uu»-t  of  the  ten  (M)uutiies.  l\S. -controlled  aid  has 
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U»oii  positively  ivlutod  to  ii. /ostiiuMit  rliiimto  mul  invo?Noly  rolatrd  to 
tho  luaiiitoiiaiue  of  a  donuxratir  ordor  and  Inuuaii  ri^^htk  (Only  in 
tho  casts  of  South  Korea  and  Thailand  is  the  pattern  reversc»d/aad 
special  cin'Uinstaneesai){)ly  in  both  cases.) 

The  nattern  revealetl  is  c dear,  nersiatent,  rational,  and  ugly.  Hunmn 
flights  have  tended  to  -tand  in  tne  way  of  the  satisfactory  pursuit  of 
U.S.  economic  inteivsts.  and  thev  have  Ix^on  svsteinatically  brushed 
aside.  U.S.  ec^onoiuic  interests  in  tlie  Third  World  have  dictated  a  pol- 
icy of  containing  revohition,  preserving  an  open  door  for  U.S.  in- 
vestment, and  assuring  favorulde  conditions  of  investment.  Reform- 
ist efforts  to  improve  the  h)t  of  the  jumr  and  oppressed,  including  the 
encouragement  of  independent  trade  unions,  are  not  conducive  to  a 
favorable  clinuite  of  investment.  Keformism  means  instability  and 
strikes,  neither  of  which  attracts  corporations.  As  BvMness  Week  re- 
ported in  late  l»7B,  ^'Fiat  may  still  find  Brazil  a  good  pla^e  to  put  its 
money;  the  military  goveninient  is  stable,  and  labor  peace  prevails." 
Democracy  is  also  iu)t  conducive  to  a  favorable  climate.  As  noted  by 
Kdward  A.  .Fesser,  .Fr.,  chairman  of  the  United  Jersey  Banks,  in  a 
^pwch  to  the  American  Bankers  Association:  '*Quick  and  tough  de- 
cisions (an  be  made  in  a  relatively  short  time  in  a  country  such  as 
lira/il,  compared  to  the  difficulty  there  is  in  reaching  agreement  on 
what  ac  tions  to  take  in  a  democracy.'' 

The  perspet^tive  of  the  business  community  was  illuminated  in  last 
vearV  ten-page  Special  Report  by  RusiiUHs  Week  on  "Reversal  of 
Policy:^  Latin  America  Oj^ens  The  Door  To  Foreign  Investment 
Again.''  The  editors  aiv  positively  ecstatic  about  these  new  develop- 
ments. The  n^port  is  studded  with  su(*h  terms  as  "pragmatic,"  "real- 
istic,'' "stability,"  ^'toiigh,''  and  "confidence."  Tlie  words  "democracy" 
and  **torture''  do  iu»t  appear  in  the  SpecMal  Report,  nor  is  there  any 
discussion  of  treiuls  in  income  distribution  or  the  allm^ation  of  budge- 
tary resources  to  arms,  busitu^ss  subsidies,  and  education  and  medical 
ri^sean  h.  Tlu»  woi'l  ^'repression"  appears  once,  in  the  following 
context  : 

"A  un-\ing  theme  of  Latin  military  governments  is  that  they 
staiul  v..  'hum  to  stand  -for  so(»ial  and  economic  progreas,  not  just 
law  ami  order.  iMued  with  a  choicv,  however,  they  are  likely  to  post- 
pone stM'ial  improvement  as  a  <:oal  secondary  to  ec^onomic  consolida- 
tion jsi(  :  whatever  this  means  1  aiul  political  stability,  imposed  with 
varying  degrees  of  lepression/'  In  the  same  article,^t/^n^^.^.v  Week 
even  expresses  nleasuie  with  Chile,  "whose  economy  had  been  reduced 
lo  a  shambles''  by  Allende- no  mention  of  the  CIA-ITT  contribution, 
Fascist  achievcMuents  *'hnvc  Ih^cii  obscMired  by  a  deei)  recession  and  by 
the  harsh  austerity  measures"  the  truth  is  that  industrial  output  feil 
margimilly  under  Allende,  whereas  the  index  went  from  113  to  78  un- 
der the  junta.  These  imuldled  apologetics  exhaust  HuHineM  Weekh 
analysis  of  welfare,  iiuonie  distribution,  aiul  political  trends  in  Latin 
AmeriiMi.  The  important  point,  though,  is  that  the  magazine  that  rep- 
resents ^'enlightem^d"  U.S.  business  interests  displays  uiujualified 
cfilhusiasm  feu-  Third  Worhl  fascism,  based  (»learly  on  its  favorable  im- 
pact on  r.S.  busiiu^ss.  Anv  adverse  (effects  on  the  majority  of  the  popu- 
lation are  completely  irrelevant. 
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lluMv  IS  also  a  (onvrr^MMK'c  of  ((onoiiiir  ami  military  stratciric*.  in- 
hMvsts  111  support  of  Third  World  fasrisiu,  In^vawse  thv  ilulitary  juntas 
in  rhar^ro  usually  have  a  rVxout  rolntiujiship  to  tho  U.S.  military  estab- 
hshuuMit,  are  r(M»prrativr  on  T.S.  hasos,  ami  sporialize  in  the  cleanini; 
up  ot  any  suhviMMvis  ami  pitittvstorN  who  (^hallontro  thv  saUdlitc  re- 
lationship. 'I'hr  military  -Iratotric  inttMvst  may  havr  hmuo  autoiuany  of 
Its  own,  hut  tht-  sizt^  loh-,  and  ^lohal  spnwid  of  tho  T.S.  militai^ ostab- 
lishnuuit  fanimt  Ik»  oxplaiiu'd  with  anv  plausihilitv  oxcopt  as  derivu- 
tivo  from  a  trlohal  (M^juomit*  intvivst.  Acrordingly/hoth  eeonomio  and 
strate^xir  inttMvsts  havt-  prudutrtl  a  mitural  alliamv  with  military 
juntas  and  tho  clitt*  ivmnants  of  tin*  ohi  colonial  order.  These,  groups 
liaye  lunl  to  rely  on  (oiw  to  preserve  power,  and  they  have  also  had, 
in  eollusion  with  their  foreitr,!  sponsor,  a  strong  propensity  to  feather 
tluMr  own  in^sts  l)y  im^ans  of  lM>th  ;rraft  and  simple  exploitation  of  the 
underlyintr  pcmulation. 

TIkmv  is  a  elos4»  ndationship  between  the  terror  employed  in  Brazil, 
(  hile,  and  other  riieut  f-iseisms  and  their  economie  policies.  Special 
tax  privileges  to  foi^i^ni  husiness  ami  dependence  on  foreign  invest- 
ment for  erom)mie  trjowtli  are  not  easy  to  achieve  under  a  democratic 
order  in  this  era  of  Third  World  nationalism.  Neither  arc  control 
over  wages  and  thi»  Imnning  of  strikes  and  other  actions  that  disturb 
a  ''favorable  invt^stment  elimate."  A  persistent  characteristic  of  neo- 
Cfdonialism  is  the  preservation  «»f  lalM)r  as  a  cheap  commodity.  In  the 
Philippines,  real  wa^^es  have  deelined  sharply  for  l)oth  rural  and  ur- 
ban workers.  Aeeonling  to  the  Xnr  York  7V/m\y,  in  '*an  era  of  rising 
eoniniodity  prit vs.  labor  lemains  the  elieap  component.  .  .  .  Manila  re- 
nuiins  one  of  tlu»  tew  capitals  t»f  the  world  where  a  taxi  ride  from  the 
nirpiu-t  to  the  renter  of  the  tMly  eosts  less  than  a  dollar  with  tip/^  This 
cheap  labor  is  not  a  result  of  tlie  operaticm  of  a  freemarket.  In  the  Phil- 
ippines, as  in  Hia/il  and  Chile,  the  forces  of  supply  and  demand  are 
not  allowed  to  wt)rk  without  toustraifit-  wages  have  been  controlled 
by  government  liat.  and  such  controls  have  been  used  to  keep  profits 
lip  and  Hra/ilian  and  Chilean  gothls  competitive. 

It  is  hanlly  any  wt>!Mler,  then,  that  the  Pra/.ilian  "economic  miracle" 
has  mad(^  rich  ri«  luM*  and  a  large  proportion  of  the  poorer  members 
of  the  population  ahxohitily  as  well  as  relatively  poorer.  The  relative 
share  of  tla»  rit  best  percent  inereasetl  from  tiO  percent  in  1960  to  38 
percent  in  l!>7<>;  {\w  im*onu»  of  the  lowesi  40  percent  of  income 
reripieiits  ft  il  abst)lutely  timing  same  decade,  /iwsiness  Week  I'e- 
ported  in  l!>7:>  that  the  real  wages  of  the  lowest  80  percent  of  the  Bra- 
zilian i)opulation  ha\  t»  Immmi  sleatlilv  dropping  since  1964— the  year  the 
generals  tt)ok  o\  er  tli^spite  w  t  l  ipling  of  the  gi'oss  national  produ(*t  to 
80  billit)n.  In  1971,  ptMrtMU  of  Hia/iPs  (M*ono?uically  active  popula- 
tion sul)sistetl  on  a  mtuithly  iiu'ome  of  $(!()  or  less. 

Just  as  in  ThitMi  s  South  \*t(»tnnm,  so  in  lirazil  very  high  quality 
medical  ser\  ir^  is  n  \  ailabh*  in  the  lai'gei*  cities  for  the  iipjMM'  i)erccnt 
of  i)iconu»  riM'ipients,  but  lU'gligible  medical  resoui'ces  are  available  in 
tin*  fount rysith*.  \'astly  moie  ic^sources  ar(»  applied  to  the  police  than 
to  medical  lesearch  ami  facilities.  The  Ministry  of  Health's  share  of 
the  national  budget  fell  from  4.29  percent  in  1966  to  0.99  percent  in 


ERIC  - 


622 


1974.  (^loarly  tlu»  new  Brazil,  so  pleasinjo:  to  Hwineas  Week  and  the 
U.S.  business  ronununity,  is  not  exactly  a  welfare  state. 

\  U.S.  MODEL  or  GROWTH 

In  his  Staff f'H  of  h'ranatmc  Growth^  Walt  W.  Rostow  de8cril)es  an 
idealized  development  process  for  Third  World  countries  that  come 
into  our  orhit :  thev  become  gradually  like  us,  with  advanced  industrial 
tivhnolojifies  and  aeniot^rntic  institutions.  The  Dominican  Republic  of- 
fers an  earthy  illustration  of  the  n^ality  of  development  processes 
under  U.S.  auspit^s.  It  is  an  especially  apt  and  relevant  case  for  this 
reason:  with  and  after  the  invasion  of  1965  the  United  States  re- 
asserted etfective  control  over  that  small  country  and  has  since  thor- 
oughly dominated  its  politics  antl  economics.  Given  the  absence  of  any 
threatening  counterforces/we  can  say  that  in  the  Dominical  Republic 
the  flow  of  events  must  have  Ix^en  in  conformity  with  the  desires  of 
the  U.S.  foreign  imlicy  leadership. 

It  will  bt*  recalled  that  the  United  States  invaded  the  Dominican 
Republic  in  l!)*).")  to  prevent  the  displacement  of  the  relatively  benign 
fascist  regime  of  Donald  Reid  Cabral  by  the  Const itutionaliste  of 
fluan  Hosclu  who  had  In^en  overthrown  by  a  military  coup  in  1963 
without  eliciting  any  U.S.  intervention  to  save  him  and  his  brief 
exiH»riment  in  democratic  government.  The  invasion  of  1966  reestab- 
lished a  firm  U.S.  grip  on  the  island.  As  Bosch  put  it  in  June  1975, 
"This  country  is  not  pro-American,  it  is  United  States  property." 
What,  then,  have  Uhmi  the  nuiin  characteristics  of  the  Dominican 
model  of  Third  World  ilevelopment.  as  seen  in  a  country  under  close 
U.S.  surveillance  and  control? 

The  first  chaiacteristie  is  extensive  and  systematic  terror.  In  the 
Dominican  Renublic,  (luatemala,  and  Brazil,  three  client  fascisms 
that  came  into  Wing  with  explicit  U.S.  connivance,  by  a  strange  coin- 
cidence panunilitary  death  squads  quickly  made  their  appearance  and 
went  on  nnnpuges  against  political  dissi^nters,  petty  criminals,  and 
sometinxes  puivly  arbitrary  victims.  Anmesty  International  reported 
on  the  Dominican  Republic:  "In  1970  it  was  alleged  that  there  was 
o\\\>  death  or  ^disajppea ranee*  ever>'  34  hours.'*  In  July  1971  Norman 
Gall  claimed  that  \\\  the  post-lJ)65  era  political  murder  in  the  Domini- 
can Republic  4  xceeded  that  of  any  comparable  period  under  Trujillo, 
Gall  went  on  to  note  that  the  essential  function  of  political  terror 
in  the  Dominican  Reptiblir  has  l>een  to  control  the  slum  population, 
'*which  was  the  main  force  that  defeated  the  Dominican  military  in 
the  lOfif)  nnolution." 

The  Wall  Street  Journal  reported  on  Septeml>er  9,  1971,  that  "The 
coMsi*rvative  Catholic  Church  hierarchy  has  condemned  the  4nstitu- 
tioiuilization*  of  terror.'*  The  .foumal  also  claimed  that  the  opinion 
was  widesmerid  in  the  Dominican  Republic  that  the  United  States 
was  In  hind  the  paramilitary  death  squads.  Whether  or  not  this  spe- 
cifiic  allegaticm  was  true,  the  Journal  reported  that  "the  Embassy 
has  done  nothing  publicly  to  disassociate  itself  from  the  terror.  The 
United  States  continues  to  provide  substantial  aid,  training,  equip* 
ment.  and  arms,  to  the  Dominican  police  and  army.'* 

Since  1071  the  rate  of  killing  has  slackened,  but  political  assassi* 
nations  continue  on  a  steady  basis.  The  incarceration  and  torture  of 
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imlitioHl  piisoiiors  also  continues  to  play  its  lolo  in  nuiintaininp  sta- 
bility. So  (lot's  the  steady  outflow  of  tlissitlonts  who  survive  the  death 
squads  and  tire  of  tlu'  sti  u^^rle. 

In  it«  March  15)77  Huiiuiii  Ki^riits  Report  to  Con^rress,  the  State 
Iiepaitment  hlnndly  ol)s(>i  viv  that  "Tlie  Doniiuioan  Repuhlic  does  not 
have  a  tradition  of  political  dfUKwracy."  The  ivport  passes  in  silence 
from  the  era  of  'I'ruiillo.  who  -left  a  l(«|;acv  of  hrutality  and  contempt 
for  human  rights"  when  lie  was  deposed  in  15)61,  to  "the  present  con- 
stitution of  UK')*;,"  under  which  "the  Doiuinirun  Hepublic  is  a  repre- 
s*«ntativ«|  deuMHincy."  Not  a  word  al)out  the  American  invasion  of 
l.)t»;j  and  Its  aftermath.  While  there  were  human  rights  violations  in 
tlie  late  ilKIOs  and  early  l!)7<)s.  the  report  concedes,  nevertheless,  "Ob- 
servance of  the  ri^ht  to  life,  liberty,  and  security  of  the  person  is  gen- 
erally lesjM'cted  in  the  Dominican  Hepublic,  except  for  persons  sus- 
|H'<  ted  of  en^'ajred  in  violence  or  st'ckin^'  the  violent  overthrow  of  the 
*roverninent.  In  such  cases  the  lepil  rights  of  individuals  apprehended 
are  not  always  observed." 

.V  (JOVERXMKN'T  FOR  HIRE 

A  secc.nd  characteristic  of  the  Dominican  Republic  model  is  wide- 
spread venality.  Alan  Riding  writes  in  the  New  York  Times  (June  6, 
l!)<r»)  that  "tlH>  blatant  corruption  of  inilitarv  and  civilian  sectors  of 
the  government  is  spreading  bitterness  ainong  the  urban  masses,  whose 
wages  have  In-en  held  down  despite  high  inflatioti  rates  since  1966." 
The  military  and  police  in  this  -licnt  state  are  largt^  and  well  taken 
care  of.  Alan  Riding  reports  t!.at  one  method  whereby  Balaguer  re- 
tains control  is  "by  opeiilv  allowing  senior  officers  to  enrich  themselves. 
W  itli  ortieial  salaries  of  ^7<)<)  a  nmntli.  for  example,  most  of  the  coun- 
try s  :i7  generals  live  in  huge  modern  houses,  drive  limou.sines,  and 
own  cattle  ranches." 

A  reci'nt  S-K  i-eport  to  the  Securities  and  Exchange  Commission 
by  Philip  .Morris  shows:  ( 1)  u  $1«.0()0  payment  to  a  Dominican  tax 
officml  for  a  favoiable  tax  ruling;  (2)  the  i)avment  of  $120,000  to 
various  Dominican  legislators  for  passage  of  a"  law  that  would  give 
Phihp  Morris  a  privileged  position  in  the  Virginia  tobacco  line;  and 
(a)  monthly  payments  of  $l.()(K)  by  I'hilip  Morris  to  Juan  Balaguer 
him.self.  The  president  of  a  presumably  independent  state  taking 
payoffs  from  a  private  foreign  business  tirin  would  seem  rather 
.sensatiomil.  but  this  passed  virtually  unnoticed  in  the  ITnited  States. 
U.S.  tirms  get  business  done  not  onlv  by  payotl's  but  by  putting  impor- 
tant people  on  their  i)iiyiolls  and  by  bnilding  both  personal  and 
financial  ties  to  the  ruling  elite.  Thus  the  brother  of  the  important 
Diiwtor  of  Tourism  is  :i  \  ice-president  of  Gulf  &  Western's  sugar- 
producing  siibsidiiiiy  in  the  Dominican  Republic. 

A  potential  competitor  to  (iiilf  ."i  Western's  large  seaside  resort  at 
liii  Romann.  M.  Wayne  Fiiilei-.  has  run  into  a  stea(!v  stream  of 
obstacles  from  tin-  Tourism  Office  in  importing  supplies  and  obtain- 
ing tax  »^on»c>sions  sup|osedly  available  to  foreign  enterprises.  In 
April  15)7r>,  a  government  decree  was  signed  expropriating  Fuller's 
[M'ach  land  property-  for  use  hs  a  public  park— helped  along  possibly 
by  the  fact  that  the  president  of  r  (}  &  W  subsidiary  was  an 

adviser  to  the  Dominican  Republic  Park  Commission.  This  decree 
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was  rescinded  when  Fuller  mobilized  Am  forces,  including  various 
army  otticors  ami  Hahij^uer  hiniwlf.  In  brief,  foreign  interests  are 
exeeedingly  powerful  as  they  cui  iy  and  buy  favor  and  mobilize  their 
elite  cadres,  with  whom  they  jointly  donunate  and  loot  this  small 
dependency. 


A  third  eharaoteri.stic  of  the  Dominican  nunlel  has  been  a  radical 
swwtening  of  conditions  for  foivign  business  and  a  strong  i-eliance 
on  foreign  investment  for  national  development.  As  in  Greece  under 
the  Colonels'  reginio  of  1})«7  1973,  great  stress  Ims  been  placed  on 
tourism  and  investments  related  to  tourism  (foreign  hotels,  airport 
development).  .Vn  luvestnient  Incentives  Uiw  of  1968  removed  any 
restrictions  on  forei^  ownership,  extended  generous  tax  and  duty 
exemptions  to  new  mvestiuent.s,  and  guaranteed  capital  and  profit 
repatriation.  T\S.  oomnanies  have  swanned  into  agriculture,  food 
protiessing,  mining,  banking,  and  hotel  and  resort  coniplexes.  Gulf  Sb 
Western  is  the  largest  landowner  and  employer  in  the  country,  with 
over  10  peixent  of  all  the  arable  land,  mainly  in  sugar,  and  with  a 
largo  re.sort  conjplex.  The  conglomerate  also  serves  as  private  manager 
of  a  large  tax-free  zone  adjacent  to  G  &  W's  Cajuiles  golf  course. 
One  of  the  many  Dominican  Republic  ads  in  the  New  York  Times- 
funded  in  g(K)d  part  by  "contributions"  from  foreign  companies  in 
the  country— notes  that  companies  settling  withm  the  G  &  W  free 
zone  "are  given  special  duty  free  imiwrt  and  export  privileges.  They 
are  granted  a  lO-ycar  tax-free  status." 

A  fourth  characteristic  of  the  Dominican  model,  closely  related  to 
the  preceding,  is  effective  government  pacification  of  the  labor  force, 
a  crucial  ivquirement  for  an  appropriate  "climate  of  investment."  As 
noted  alK)ve,  the  systematic  police  terror  since  1965  has  returned  the 
large  urban  proletariat  and  sub-proletariat  to  the  desired  state  of 
passivity,  and  the  countryside  has  l)een  more  easily  kept  in  line  by 
periodic  violence  and  threats.  The  Dominican  Republic  advertisement 
section  m  the  Xew  York  Tinms  of  .lanuary  'J8,  1973,  has  a  heading 
entitled  "Industrialists  Dream  of  Chances  Like  These,"  featuring  the 
low,  U)w  wage  rates,  nmiiiiig  U'tween  25  and  50  cents  an  hour.  The 
ad  stresses  the  i-ole  of  the  in  fixing  hours  and  wages  and  allowing 
the  free  import  of  foreign  technicians.  There  is  no  mention  of  any 
trade  unions,  but  cmployei-s  will  properly  read  Ix'tween  the  lines  that 
unions  have  In^en  broken  and  pacifi(>d.  Of  special  interest  is  the  regu- 
lar use  of  <rovernnient  troops  and  police  to  break  up  nidependent 
unions.  The  agricultural  union  Situiicato  ViiUlo,  which  operated  the 
(r  &  W  fields,  was  broken  by  police  action  in  \\m\  and  1967,  and  a 
number  of  its  leaders,  including  the  union  lawyer  (Jiiido  Oil,  werti 
arrested  and  killed  by  the  forces  of  law  and  order.  Another  major 
foreign  enterprise.  F'ali onbridge  Nickel,  also  successfully  broke  a 
union  with  army  and  police  assistance  in  1970. 

In  containing  unions  and  rendering  them  dm-ile  the  Dominican  elite 
luis  had  Hie  steadfast  sup|M)rt  of  the  AFI^(TO  which  has  long  co- 
operated closely  with  the  CIA  and  international  business  firms  in  this 
unsavory  operation.  Its  arm.  ( OXATRAL.  actuallv  heli)ed  destroy 
the  pro-labor  Hosch  regime  in  19(l;{  and  has  steadilv'supported  its  to- 
talitarian and  antilabor  successors.  Presumably  their  bHnd  hatred  of 
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ST.l  T  "n   '■•f'''*'"'"^"'  Mcanv  and  his  close 

M  ouors  to  soil  on  systematically  tho  intoi-ests  ,.f  lttlK>r  iu  tho,  I)oi„in- 

KW  Wii  J  u       'r'  n  '^1'"'!      -^J^'^'y,  his  nun.lH.r-t\vo  .nan  Lane 

^  '  /  tr'.'  ^. PrcHident  of  tho  sheet  metal  Work- 
ers, aie  all  st(H  khol(l,.,s  m  t\w  ir.,(H)(>-aciv  P.inta  Tana  resort  and 
»  antafon  ...  the  I  )o„.i,.inu.  Kopuhli,..  I„  „,,l..r  to  clear  tho  ground  fir 
this  ontorpriso  dos.^nod  f,.,.  tho  Ho.u.tiful  Poople,  a  larm,  number  of 
s(iiiattors  weio  ov.ctod  hv  tho  army.  *^  "uiuoer  oi 

A  lifth  .  ha.,u;toristio  of  tho  D.m.i.iicun  modol,  following  naturally 
lulL  ^  "'l^'-*"'''''"'*?',"^  tho  sha.p  dotorio.utio..  i.,  the  well-lSing  of  the 

Kilt ;;;  !:/';;•'"?;"'• '  •-""t<'>-^voiutfon  Vi^ 

yi.st.illatn.n  of  tho  )o..,.mran  m.hlol  „„  incou.o  distiibution  and  wel- 
fXws?""""'""'  """"'^  •^•""•"'^^  (Septon.ber  9,  miT  as 

..lllir  III'.l'^'''        ..ppor  olassos  are  better  ott'.  a«  are  the  lower 
!  or  M.    ;  r  J?^'-^-       ^^^•'^    -^^'^ree ;  the  poor  are 

r  ,0^,!     <w  ''''T  •'I*^:'-V»l>ita  income  is  about  tWme 

a.^  I.ofo.v  |,„t  It's  less  equitably  distributed,"  a  foreign  eco- 

no„.,o  oxiHM  t  says.  lie  esti,.uitos  pe.^capita  income  at  $24Slu4 
unes  that  of  Ha.t.  but  half  that  of  Cuba.  .  .  .  MalnutSn  is 
v.dos,„o«d.  Says  Uoorgo  H.  Mathues,  director  of  CARE  rthe 
)on..u.c«..  Kopnbl.c:  "You  see  khls  with  swollen  bellies  a  1  l  over 
t.;rdT;v''"'  f"'t  V\'''T^"  I>o."ingo."  Food  produciion  i 
ZTnf  i  7'"^*'"'''''  At  last  count,  loss  than  1 

po.oont  of  the  fai'..ioi-s  ow.iod  47.;'.  percent  of  the  land  while  HQ 
pcront  fa.-..,e,l  fewo.-  tha..  10  acres  ' 
hose  otfeots,  and  the  r..H,.ral  deg.adation  of  the  Dominican  Re- 
publ.c,  are  ohvMM.sly  iH.s.do  the  poi.,t.  "Stabilitv"  has  boo.Trouffht  to 
he  country,  ,„„   t.on,  the  pc.snectivo  of  U.S.  hivostment  oSuni 
.es.  the  Donu.Mca..  Kop„hli,.  .L.,,,,  tho  glowi,  g  Eription  o^^^ 

b.9hl;:;;':;:f.  m'Siiii-is^^  -  "'^"^  ^'^^ 

»illnn  riw  (  r,ii,.,|  .-,i„|,..<  |.,j.,.„  ih,.,!,,,.,,-!,,,,!  syslnii,  hririsoil  wlipn  flu. 
"»l,s,T,„„u„(,.  v,„l,.„,T  of  ll„.  A„„.,i,.„„  „s»,iull        c  n„  lonm,  li: 

•  r.  "  In  ,   I  i':i»>"      '■■'C|,«t,  u.Kl,..-  thos,. 

;..n.i  i;;ii:::.:,;:'i;:/;r;i;;'Voi;";':7y;;:;/i';^^ 

\S  hatovor  the.r  real  anus,  tl.c.r  discretion  is  sharply  liniited. 
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Thus  far,  in  fact,  the  Carter  human  right*  campaign— mainly  one 
of  words  rather  than  deeds,  in  any  cavse — has  been  relatively  strong  on 
Soviet  violations  on  civil  rights  and  weak  or  nonexistent  on  human 
rights  in  U.S.  t  lient  states.  Carter  has  written  to  Sakharov  and  re- 
ctnved  Bukovsky  in  |nM-soiu  but  he  has  not  communicated  with  Mrs, 
Allcnde.  His  ranipaign  Ims  had  an  impact  on  Soviet  attitudes,  but  not 
those  jKM-tainin/LT  to  human  rights;  leather,  it  has  added  to  Soviet  sus- 
picions of  r.S.  interest  in  controlling  the  arms  race.  Carter's  mobiliza- 
tion of  f)ower  in  Congress  has  not  Iwen  sufficient  to  prevent  the 
consiMvativr  Ilousr  from  voting  against  to  Cuba,  Vietnam, 
Mozambique,  and  s4»vrral  otluM-  exclusivelv  left-oriented  states,  while 
presiM-ving  it  intact  for  rlirnt  fas«  isiM.  Thus.  whatevtM*  Carter's  real 
intentions,  his  huiiuin  rights  movement  thus  far  has  worked  out  in 
pruetiee  to  exaeerbate  roUl  war  tensitms  aiul  affeet  minimally  human 
rights  in  areas  wwiU^y  Cniteil  States  influence. 

liut  while  the  new  inoralisin  is  not  likely  to  have  a  large  impact  on 
hunum  rights,  it  mav  well  bt»  etfective  as  an  instrument  of  propaganda. 
After  the  horrors  of  Indwhina,  some  dranuitic  initiatives  were  needed 
to  reeonstrurt  the  image  of  American  l)enevolence  that  has  proven  so 
useful  a  device  to  achieve  conformism  and  obedieiue  in  this  highly  in- 
diH  trinated  sex  iety.  riiese  ivsults  obtained,  the  Cnite*!  States  will  be 
able  to  return  to  the  •'at  tivist"  foreign  policy  that  is  essential  for  pre- 
serving the  global  interests  of  American  capitalism. 

Still,  in  spite  of  these  facts,  there  may  1h»  mmv  marginal  gains  to 
human  rights  from  the  new  propaganda  offensive.  The  expre?  'e^^'  con- 
cern for  human  rights  may  otfer  opportunities  for  people  .vhv>  are 
genuinely  interested  in  the  issue.  They  can  exploit  the  new  rlvetoric, 
and  should,  to  try  to  alleviat*-  the  suffering  and  oppression  of  the  vic- 
tims of  terroiistic  states,  and  they  may  even  be  able  to  enlist  some 
support  in  the  Cnited  StatCvS,  when  this  is  not  umluly  expensive — 
which  is  ptM'haps  more  than  one  conhl  have  hoped  during  the  past 
three  decades.  Hut  it  is  hardly  reasonable  to  expect  that  the  recent  dis- 
covery of  human  rights  violations  will  offset  the  systematic  factors 
that  mipel  the  CiiittMl  States  to  impose  and  support  client  fascism, 
factors  based  on  powerful  and  (M>mpelling  e(7)nomic  interests  that  have 
in  lU)  way  been  diminished  by  rtrent  developments,  domestic  or 
international. 
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INYERNATIONAI.  DEVFIOPNfENT 
AND  COOPERATION  ACT* 

«Mr.  OOLDWATER  tsked  and  miij; 
iiven  permiwion  to  addre&s  Uie  House 
lor  1  minutf  and  lo  revise  and  extend 
his  rrmnrkA.  and  lo  include  extraneous 
mattet  > 

Mr  OOLDWATER  Mr  Speaker,  a 
*fek  apo  to<1a\  I  had  the  opportunity  to 
«o  out  and  campaign  for  the  centleman 
from  the  Ilih  District  of  Caiifornia.  Mr 
Bill  Roycr.  and  fortunately  he  was  vic- 
torious During  a  moment  of  campaign- 
uv'  I  was  stopped  by  a  husband  who  was 
on  Ins  \^av  home  from  worli  I  asked  him 
to  \io  and  vote,  and  we  Kot  engaged  m  a 
lone  conversntion  about  foreigti  aid  He 
made  it  very  clear  that  he  was  opposed 
to  his  Oo\ernment  aiving  away  hia  tax 
money,  and  he  saw  little  value  in  it. 

1  would  auggest.  Mr  Speaker,  that 
perhaps  he  was  expressing  the  concern 
of  a  lot  of  .Americans  as  to  our  policy  of 
foreign  aid  Why  is  foreign  aid  a  "dirty 
word"  to  the  U.S.  taxpayers?  For  Just  a 
minute.  sUnd  back  and  tr>*  to  see  it  from 
their  perspective.  Consider  the  following : 

Last  year,  the  President  vetoed  a 
public  works  bill  because  he  claimed  that 
t42  million  for  U  S  public  works  was 
inflationary. 

This  year,  the  administration  sent  the 
Congress  a  bill  propjsuiK  a  $600  million 
cut  In  social  security  beneflUs 

Last  Monday  morning,  the  Congress 
incre^  ed  our  national  debt  limitation  to 
$83J  billion,  and  the  budget  is  set  at 
over  a  half  a  trillion  dollars 

Gas  prices  will  probably  hit  the  dollar 
a  gallon  mark  by  the  end  of  the  summer. 

Overall  inflation  will  probably  l>e 
double  digit  by  the  end  of  the  year. 

The  President's  asking  citizens  to  hold 
pay  Increases  to  7  percent 

T\\o  US  dollar  continues  to  take  a 
beating  on  foreign  money  markets  and 
our  balance  of  payments  are  amongst  the 
worst  of  any  industrialized  nation  in  the 
world 

No* .  what  good  does  the  U  S  taxpayer 
see  coming  about  because  of  his  past  and 
present  penerosity  to  the  re^t  of  the 
world''  Not  niurh.  I  can  assure  you 

He  sees  the  United  States  giving  away 
a  canal  It  bought  and  paid  for  several 
times  over,  and  then  is  asked  to  pay  the 
recipient  of  the  Rift  to  take  it 

He  hears  him^rlf  being  called  every 
name  ui  the  book  by  every  petty  dictator 
from  Africa  to  South  America,  and  then 
has  to  hear  these  same  dictators  demand 
more  of  his  hard  earned  dollars 

He  hear?i  stories  of  starvation  in  India 
and  then  finds  that  India  has  used  his 


tax  money  to  develop  an  atomic  bomb. 

He  is  admonished  by  the  United  Na* 
tions  to  get  out  of  Puerto  Rico;  told  by 
his  own  representatives  to  the  U.N.  that 
he  needs  to  change  his  value  system; 
subjected  to  derision  by  the  majority  of 
U  N.  delegates,  and  then  asked  to  pay  the 
hon's  share  of  running  the  organization. 

He  sees  the  apread  of  communism 
throughout  the  world;  watches  his  Pres- 
ident cave  in  to  every  demand  of  Red 
China;  sees  his  government  desert  tra- 
ditional, long  time  allies  and  court  the 
favor  of  avowed  enemies;  and  he's  un- 
derstandably confused  by  a  muddled 
"human  rights  *  policy  that  is  both  hypo- 
critical an  contrary  to  U.S.  interests. 

I  would  like  to  ask  unanimous  consent 
to  print  at  the  conclusion  of  these  re- 
marks a  list  of  recipients  of  U.S.  aid  and 
the  amounts  these  countries  have  re- 
ceived between  1946  and  1977. 

Keep  this  list  handy,  and  the  next 
time  you  read  about  an  American  Am- 
ba.ssador  being  shot;  or  an  African  dic- 
tator giving  himself  a  $25  million  coro- 
nation; or  an  anti-U  S.  resolution  In  the 
U.N  ;  or  another  developing;  country  w*el- 
commK  the  presence  of  Cuban  troops  and 
Russian  advisers,  get  this  list  out  and 
find  out  just  how  much  good  will  our  for- 
eign aid  dollar  has  brought  us. 

The  US  taxpayer  has  had  it.  He  is 
sufTering  financially  at  home.  He  Is  de- 
spised abroad,  and  until  there  is  some 
kind  of  change,  he  is  Justifiably  opposed 
to  sending  billions  of  dollars  out  of  this 
country  that  could  better  go  toward 
meeting  his  needs  and  paying  his  debts. 
As  one  of  my  constituents  recently  ob- 
served, "you  gotta  be  just  plain  crazy 
to  keep  paying  somebody  to  spit  in  your 
face." 

I  would  suggest.  Mr.  Speaker,  that  it 
Is  probably  Ume  that  the  Congress  re- 
evaluate our  entire  foreign  aid  program 
to  make  sure  that  it  meets  with  the 
needs  and  the  desires  and  the  anxieties 
that  most  Americans  hold  inside. 
HUToaiCAL  Totals  or  U.S.  Economic  and 

MiUTAKT  Amistanci.  Senatk  Rcfort  No 

96-^1104 

Summary  for  all  countries 
(In  thousands) 
Total  Economic  and  Military 
AftslsUnce.  n^cal  yeari  1946- 

^^'^'^  $199,609,000 

Total.  Other  US.  Loans  and 
Oranta.    fiscal    years  1946- 

^•l'^  -   Si.  398.  000 

Toui.  fiscal  year  i92^  (esU. 
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gummQry  for     countfitj  ^antmutd 
I  In  UiouiAndi) 
Oimod  loUl.  VM-  For- 


yiM  lMe-19rr  *M0.9M.866 

by  region  aiul  country  {fl$eml  ytart 
l»4«-77) 

A.  n^kt  iMt  ana  South  Asia...  M^.OOl.MO 

AffhanliUn   690.970 

Bahrain   9.076 

■aogladeth    1.119.104 

Cyprui   109.691 

■fypt   9,969.  166 

Oratca    6.060.990 

India   -  9.603.953 

Iran    9. 164.  940 

Iraq   96. 694 

laraal    10. 191.793 

Jor<Un   1.996.063 

Labanon    197.  669 

Nepal    910.336 

Oman   1.369 

PakliUn    6.696.117 

Saudia  Arabia   396.614 

Brt  Unka   941.470 

Byrla   376.  990 

Turhty   7.616.743 

Y9men.    Paopl9*a  Damo- 

eratlc  Rapubllc  of   4.600 

Ttman.  Arab  RapubUc   94. 990 

Oantral  Trtaty  Organlza- 

Uon    (CINTO)   66,176 

Naar  Baat  and  South  Aala 

lUglonal   _  601.949 

B.  Latin  America   16.  654.900 

Argantlna   461.949 

Bahamas    30 1 

Barbados    9. 130 

Belire   9.069 

Bolivia   _    916.926 

Brazil     3.062.531 

Chile      1.359.967 

Colombia    1.  601.  195 

Coata  Rica   999.371 

Cuba   -   90. 130 

Dominican  Republic   678.041 

Ecuador     392.  586 

El  Salvador    187.321 

Ouatemala  ...    426.028 

Guyana    _  _  97.  369 

Haiti   907.093 

Honduras    952.  679 

Jamaica    138.  681 

Mexico   300.  OU 

Nicaratrua   302.245 

Panama    391.729 

Paraguay   194.  877 

Pcra    .  ^     . ,   714.  CIS 

Surlnatn  _   5.  805 

Trinidad  and  Tobago   40.486 

Uruguay     948.566 

Venezuela   353.  «84 

ROCAP   976.825 

Xaat  Caribbean  Regional...  90,625 

Latin  America  Regional   4.  010.  ^HA 

C  laat  AAla    61.750.782 

Burma   160.631 

Cambodia    9.  130.209 

China.  Republic  of   6.  543.  351 

Hong  Kong   43.800 

Indochina.  tJndUtrlbuted. .  1.  557.0^7 

Indonesia    9.  46 1.  241 

Japan  .     3.  950.  735 

Korea.  Republic  of   12.631  817 


  9.606.914 

Malaysia   199.009 

PhUlpplnea    9.751.796 

Ryukyu  lalanda   367,825 

Singapore   99.666 

Thailand    9.941.841 

Vietnam    93.? 04.  130 

Waatern  Samoa   6.907 

Baat  Alia  Regional   672.533 

I>  Africa    7. 119.  148 

Angola    188 

Algeria   loa.  625 

Banln  (formerly 

Dahomey)   19.  390 

BoUwana    45.625 

Burundi    13.801 

Cameroon    45.879 

Capa  ver^e   19.735 

Central  African  Bmplra..  11.685 

Chad    49.251 

Congo.  People'!  Republic 

of  the   7. 739 

Ethiopia    649.573 

Gabon    13.  726 

Gambia.  The   11.698 

Ghana    395. 125 

Guinea   196.656 

Gulnea-BUsau   3.583 

Ivory  Coast   42. 151 

Kenya    926. 116 

Lesotho  A   35.868 

Liberia   977.410 

Libya   930.  115 

Madagaarar    17,655 

Malawi     32.  2C7 

Mall.  Republic  of   93.74G 

MaurlUnla     31.509 

aiaurltlus   16.402 

atorocco    1.  117.  9Ci 

Mozambique    17.465 

Niger    80.231 

Nigeria    408.633 

Rwanda   15.699 

Sao  Tome  &  Principe   300 

Senegal     93.  i76 

Seychelles   1.<M2 

Sierra  Leone   59.  int 

Somalia  Republic   84.229 

South  Africa.  Republic  of  1.  3(:3 

Southern  Rhodesia   7.  Oos 

Sudan   136,482 

SwazUand  -   12.293 

Tanzania   -   194.99? 

Togo  -   33.  93ft 

Tunisia    -   910.551 

Uganda   43.350 

Upper  Volta   65.373 

Zaire   649  2 n7 

Zambia    41.32'> 

Portuguese  Territories   3.3^•> 

Central  and  West  Africa 

Regional    143.502 

East  Africa  Reglon«\l   26.8(1 

Southern  Africa  Regional.  109.  \(^\ 

Africa  Regional  .   338  Oiv 

E  Europe    43.  8(  3  "J  i  4 

Albania  -  ----  20.  40a 

AusUla  -   1.25C.  Oi.' 

Belptvjni-Luxeinbourt:   1.807.  4  'i 

Ciechoslovakia    103.  O-i 

Dcnmnrk     921  9:0 

Finland  .    56.  797 

Frotifc      8.46C.  M7 

German    Democratic  Re- 
public    600 
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OermAnr  (P«dtral  Rcpub« 

lie)   4.M0.«» 

Bwlm.  Wett.   131.  i$i 

flanory    S9.700 

I^Und   H  144 

lTif\^wX  ;  Me  534 

"•^y   6.  SM.  237 

W»lt»     76.  459 

Keth^rlfendt  ...  2  Sia  jji 

No«"w»y     rt4&!M» 

Poland  .                          .  .  300 

P^M'tUga!   7S4.  051 

Romania  ,   10. 125 

fP**"      -    2.  T>91.«39 

Sweden   ^.   ...  100.037 

United  Kingdom   8.  779  5f>6 

   .     .  ie<^  400 

YngOKla^ia      2.  821.923 

Europe  ReRlonal   836  767 

r  Oceania     075.245 

Aufttraiia    l23.  5iO 

New  Zealand. .   8.600 

Papua  New  Guinea  .  . .  !  300 
Trust  Territory  of  the  Pa- 
cific Islands   ^24.  151 

Other  Oceania.  18  654 

2   80.  500 

M  Iiit«rregional    20.272.692 

NoTi  —Information  as  of  September  ao 
1»77 

'  Ila*»r  data  (flsral  years  1846  77 1  taXeD 
from  -US  Overseas  Loans  and  OranU  and 
Aaalstatice    from    Internationa:  Or^malsa- 

tions."  a  piJbhcation  of  the  A^tnry  for  Tnter- 
naUonal  Developn^eiu  See  this  publication 
for  explanation  and  detail  Summiurv  totmls 
may  differ  slightly  due  to  use  of  full  num- 
bers 

'Through  September  30  1977  repA^menU 
of  principal  »nd  ir^teresf  of  ho'h  erononur 
and  nulltary  loans  total  «J3  419C00  la  addi- 
Uon.  It  u  estimated  that  •5«2.joo.ooo  win  be 
repayed  on  AID  loans  In  Ascal  year  1977 


LEOISIJ^TION  TO  CONTimJE  PRICE 
CONTROLS  ON  DOMESTICALLY 
PRODUCED  CRUDE  OIL 

<Mr.  LUKEN  asked  and  was  riven 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remark.s  ) 

Mr  LUKEN  Mr  Speaker,  today 


pendence  on  foreign  oil  supplies  How- 
ever, decontrol  of  oU  pnces  is  not  the 
answer.  By  the  8dinlnistr»Uon*s  own 
wUmatet.  we  will  experience  only  200,- 
000  barrels  per  day  in  increased  produc- 
tion from  full  decontrol.  This  Is  an  un- 
accepUble  burden  In  light  of  the  price 
Increase  that  all  consumen  wUl  have  to 
pay.  It  is  estimated  that  the  total  first 
year  increase  to  the  consumer  will  be 
approximately  $3  billion.  Senator  Jack- 
son has  Indicated  that  the  cost  per  gal- 
lon will  Increase  about  10  cents  per  gallon 
to  the  cQtifumer  by  19B1.  ^nie  poasibUlty 
H  that  when  coupled  wtth  recent  OPEC 
'  price  Incream,  the  10-cent  figure  may 
be  on  the  low  aide  of  the  plectrum. 

Since  It  u  expected  that  producUon 
will  not  Increase  eubsUntlally  with  oU 
price  decontrol  the  <mly  other  jusUfl* 

in^I^^  consumers  with  an 

incentive  to  conserve  oU.  This  is  an  in- 

I!^^ll!^Zf^^^  at  best.  We  must  iSl 

SSSJi' k"*'*^.!^^  ^^"^  increases 
this  TOuntry  has  witnessed  during  the 

t^l  ?A^*"?  Increases  of  much  mSe 
S?if!^*K**^  consumption  of  gasoline 

past  5  years  we  have  witnessed  record 
levels  of  consumption  by  thr^Sneilcin 
'"^^  conclSel£fSS 
JJj^^JJ»o™Ptton  patterns  of  oil  by  tWs 

^1/  *^  ^  decontrol 

on  prices  we  must  have  a  gtiong  and 
effective  windfall  proflU  tax  plan  in 
Place  first.  The  President  has  not  tied 
decontrol  to  his  proposed  tax  plan.  Tliere 
Is  a  great  deal  of  feeling  in  the  SeniSe 
feelinR  that  I  share,  that  tWs  SSy 
weak  windfall  profits  tax  plan  wlUrS 

Committee.  What  we  may  weD  end  up 
seeing  is  a  "plow-back-  proposal  that 
wiU  Just  provide  more  monjr  tothe  iJSe 
OU  companies  at  the  exx4nse  of  the 
consumer.  I  fully  endoS^  cSicj! 
*e  should  mainUin  controls 


that 


I  »  -  .  —  -K-oivv..  luua,  I  am    Ary^^':r  TT*'''"^  «i«iin«ui  controis  on 

Introducing  legislation  to  continue  price    °°'"««"c*Wy  Produced  crude  oil.  untU  the 


controls  on  domestically  produced  crude 
on  for  2  more  years  Senators  Jack&om 
and  METzr NBAi-M  are  introducing  similar 
legislation  in  Uie  oLher  Hoii-e 

Last  week,  the  President  proposed  to 
decontrol  the  price  of  oil  and  to  esti^b- 
hsh  a  Windfall  proHLs  tax  The  revenues 
from  the  windfall  profits  Ux  are  sup- 


Congress  has  had  the  opportunity '  to 
taplement  a  wlndfaU  proflU  tax  that  wlU 
provide  some  benefit  to  someone  eSe 


other  than  the  maJor  oU  companies 

It  IS  apparent  to  me  that  we  wlU  not 
see  an  Increase  in  supply  nor  a  decrease 
In  consumption  under  the  PresidVnU 

^  .  ...  proposal.  I  think  you  may  still  flndwme 

posed  to  be  put  into  a  fund  to  improve    Sll  ^  ^«  revenues  from 

programs  for  solar  energy  development,         -•'^'i'*"         -  *  

mass  transit  and  conservation  among 
low-lnrome  residents 

I  have  no  disagreement  with  the  ad- 
ministration s  desire  to  reduce  consump- 
tion  of  oU  and  thereby  reduce  our  de- 


^ect  in  other  areas  of  energTuige 
However,  the  doUar  figures  thOdiK: 
u^f^"  •^P^cts  from  the  tax  will  havv 
little  or  no  effect  m  other  vital  araMToi 
«ergy  usage.  In  the  first  yaar  the  ad- 
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mintstniUan  expects  to  realise  11.6  bil* 
lion  and  in  the  second  year  we  should 
•ee  M  6  bUUcm.  When  we  consider  that 
this  moner  will  be  spent  on  mass  transit, 
energy  conserration  for  low  and  fixed 
income  citizens  and  further  solar  energy 
development,  we  must  conclude  that 
revenues  will  do  little  In  any  of  these 
three  areas  when  considered  by  itself. 
Certainly,  a  total  of  $6.4  bUlion  spread 
out  across  the  Nation  will  have  little 
Impact  in  Improving  the  mass  transit 
picture  hi  this  country, 

In  these  Inflationary  times,  it  Is  wrong 
to  place  additional  and  unnecessary  bur- 
dens on  the  consumer.  What  we  are  faced 
with  U  a  deeontrol  irtan  that  wUl  do 
lUtle  to  deter  consumption  or  Improve 
supply  of  domestically  produced  crude 
oil.  The  accompanying  windfall  profits 
tax  has  little  chance  of  emerging  Intact. 
The  far  greater  probability  Is  that  we 
will  see  additional  money,  over  and 
above  what  the  administration  recom- 
mends, going  to  the  major  oil  ccmpanles 
with  no  Improvement  In  our  energy 
situation.  Even  if  the  windfall  fTOfits  tax 
^d  emerge  intact,  it  would  have  ttttle 
effect  on  the  problems  H  is  designed  to 
help  solve.  I  can  see  no  m*^rit  in  re- 
warding the  oil  companies  for  something 
that  will  not  happen. 

I  look  forward  to  receiving  the  support 
of  many  Members  of  the  House.  I  have 
ahrady  been  joined  in  this  effort  by  our 
colleague  from  Ohio.  Mr.  Mom  and  our 
colleague  frojn  New  York,  Mr  Weiss. 


INTRODUCTION  OF  BILL  ENTITLED 
-NUCI  EAR  REACTOR  MORATORI- 
UM APTO  WASTE  DISPOSAL  PRO- 
HIBITION ACT 

<Ms.  OAKAR  asked  and  'Yas  given  per- 
mission to  address  the  Hoiise  for  1  min- 
ute and  to  revLse  and  extend  her  re- 
marks. > 

Ms  OAKAR  Mr.  Speaker,  todsy,  I  am 
IntroducloK  a  bill  entitled  the  *'Nuclear 
Reactor  Moratorium  and  Waste  Disposal 
Prohibition  Act  *  The  bill  has  two  pri- 


B&ary  funcuous:  it  would  suspend  the 
Ucansing  of  nuclear  fission  powerplants, 
pending  an  innJepth  study  by  the  Offlca 
of  Technology  Assessment  second,  it 
would  prohibit  the  location  of  nuclear 
wi^ste  disposal  sites  within  or  near 
dansely  populated  areas. 

More  specifically,  this  legislation 
would  prevent  the  Nuclear  Regulatory 
Commission  from  licensing  or  renewing 
the  licensing  of  nuclear  fission  power- 
plants,  until  such  time  that  the  Office  of 
Technology  Assistance  completes  a  com* 
prehensive  study  on  the  operational 
safety  of  such  plants.  The  rationale  for 
such  action  is  simple,  logical  and  manda* 
tory.  As  early  as  1958.  there  have  been 
documented  reports  of  nuclear  accidents. 
The  Three  Mile  Island  incident  clear^ 
accented  and  highlighted  the  potential 
hazards  of  nuclear  radiation,  hoa'ever. 
the  peril  of  nuclear  energy  has  long  been 
our  bedfellow.  My  legislation  addresses 
the  problem  of  the  absence  of  applied 
safety  standard  criteria  for  nuclear  fls* 
alon  powerplants  and  purports  to  do 
what  must  be  done  to  provido  individual 
and  national  safety  and  security. 

Furthermore,  this  legislation  would 
prohibit  the  Department  of  Energy  from 
kmilding  or  constructing  a  nuclear  dis- 
posal site  within  or  near  any  densely 
populated  area.  OAO  completed  a  report 
in  September  1977  entitled,  **Nuclear 
Energy's  DUemma:  Disposing  of  Hazard- 
ous Radioactive  Waste  Barely/'  The  re« 
port  spells  out  in  clear  and  simple  £ng* 
llsh  that  there  is  a  definitive  lack  of 
demonstratiKl  technologies  for  the  safe 
disposal  of  existing  commercial  and  de- 
fense high  level  wastes.  The  Department 
of  Energy  has  seemingly  refused  to  heed 
the  documented,  dangerous  tmcertain* 
ties  assocUted  with  the  safe  and  perma* 
nent  disposal  of  radioactive  nuclear 
waste.  The  blatant  denial  and  bold  re- 
fusal by  the  Department  of  Energy  to 
look  at  and  realize  the  facts  of  this  re- 
port, pnympts  me  to  urge  strong  legisla- 
tion which  will  mandate  that  nuclear 
waste  disposal  sites  in  highly  populated 
areas  be  prohibited. 
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ment  to  infuM  American  foreign  policy  with 
a  dftpcr  conctrn  for  human  rights.  At  often 
happens  with  campaign  promises,  however, 
the  fulfillment  of  this  commitment  may 
prove  difficult. 

Some  of  the  difficulty  will  be  created  by 
the  practitioners  of  realpolitik  who  see  a 
tough*  threatening  world  that  most  be  dealt 
with  in  kind  and  for  whom  a  concern  about 
human  rights  is  at  best  misguided  idealism, 
and  at  worst  a  return  to  Wilsonian  preach- 
ing about  democracy. 

Others  will  make  the  oft-heard  argument 
that  the  poor,  developing  nations  face  such 
*  severe  problems  that  they  cannot  afford  the 
luxury  of  Western-style  democracy.  Still 
others  will  point  to  the  overriding  American 
interest  in  lecurity  issues  as  incompatible 
with  a  high  priority  for  human  rights.  Fi- 
nally, there  will  be  the  traditional  State  De- 
partment outlook,  concentrating  on  main- 
taining good  relations  with  other  countries. 
For  these  traditionalists,  encumbering  diplo- 
matic intercourse  with  human  rights  issues 
is  not  only  abrasive  and  unwelcome,  but  an 
unwarranted  intrusion  upon  the  affairs  of 
other  nations. 

Despite  these  difficulties.  I  believe  that 
Carter  can  not  only  make  good  on  his  com- 
mitment, but  that  American  interests  will 
be  advanced  by  doing  so. 

There  is  a  worldwide  growing  abuse  of 
human  righti.  with  violations  of  interna- 
tional standards  so  widespread  that  we  are. 
indeed,  facing  a  global  human  rights  crisis. 
The  causes  are  not  hard  to  find.  Communist 
governments  based  on  mass,  highly  ideo- 
logical movements  pay  lip  service  to  human 
rights,  but  maintain  tight  control.  In  the 
newly  independent  nations  of  Africa,  single- 
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party  dcwntMttct  hit  hmtk  inmaipiaiid  hf 

conicraiiict  cm  tht  polifkal  acdTicki  elb* 
tr  partiit  ud  otgaoisatioM.  In  Unte  Aimt- 
ka.  iocrtatittg  poUriiACioii  bttwin  ihi  ligbt 
ind  the  left  hat  led  to  hightr  Itfdt  of  ti* 

oltna.  with  rif btiit  fonnunniti  MCtkm* 
tug  tortu-  id  killiaf.  lo  mmm  wutritt, 
ftgitMoi  at  obttrrtiict  of  Iwrnaa  rightt 
it  ocrarring  41  nlm  mA  to  ptfpttwtt  their 
power.  In  other  coutriee,  tetttiont  ariting 
from  rKtal.  religiow»  or  lingnittk  difer- 
encct  often  lead  to  tncteating  rtpiittion  on 
the  part  of  the  goremment. 

Nonethelett.  aocietiet  cannot  long  be  gov* 
erned  peacefnlly  in  the  abtence  of  mntnal 
retpect  among  citizent  and  between  dtixeu 
and  their  government.  Jntt  at  the  golden 
mle  expreetes  a  basic  code  of  behavior  foand 
in  varying  forma  in  meet  tocietiet  of  the 
world  (and  in  meet  religiont).  the  princi- 
ples embraced  in  the  Universal  Declaration 
of  Human  Rights  art  widely  shared  throngh- 
out  the  world  as  the  rules  that  ahoold  gov- 
ern relations  between  governments  and  the 
governed.  Rartly  ts  it  argned  that  the  depri- 
vation of  such  rights  is  a  desirable  goal,  even 
though  such  deptivation  may  be  accepted  as 
a  means  to  an  end. 

Serving  (/.S.  Mrertsrs 

Thus  an  American  foerign  policy  that 
seeks  a  gradual  evolution  toward  a  peaceful 
international  system  must  stress  the  impor- 
tance of  the  protection  of  human  rights  as 
a  foundation  for  such  a  system.  Such  an  em- 
phasis also  makes  us  credible  and  consistent 
with  our  own  principles. 

The  doubters  will  concede  this,  but  will 
argue  that  we  can  do  little  to  influence  what 
happens  in  other  countries  and  that  we  may 
risk  other  important  U.S.  interests.  This 
line  of  thought  has  dominated  U.S.  policy 
for  the  past  decade,  but  overlays  a  deeper 
concern — that  because  democracy  is  too  frag- 
ile and  unstable  in  most  developing  tocietiet, 
and  since  the  militant  forces  of  the  far  left 
get  assistance  from  the  Soviet  Union.  Cuba, 
or  China,  unlett  we  provide  aid  to  the  alter* 
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utift  gomumci.  whkh  ut  vmiUy  of 
tbt  right,  wc  loic  by  dtfault  in  the  world- 
wide ftniggk  for  powtr  ud  laBotsM.  Tbii 
vkw  was  ia^it  in  cht  murk  by  fbnmr 
Trtttury  Sccrtury  Simon  in  an  inttrvicw 
broadcan  on  radio,  in  which  ht  aaid  iatly 
that  the  Pinochet  rtfimc  in  Chile  wu  a  big 
improvement  over  the  AUende  regime.  It 
apparently  mattered  little  to  him  that  a  long 
tradition  of  conatitational  government  wai 
deatroyed  when  the  coup  came,  and  that 
Chile  has* been  one  of  the  moei  coniiitent 
violatori  of  baaic  human  rights  ever  since. 

The  problem  with  this  view  is  that  the 
policies  it  has  spawned  are  not*  working  very 
well,  and  U.S.  interests  are  not  being  served. 

During  the  last  decade  the  number  of 
democratic  governments  has  been  declining. 
In  a  few  caacs  the  United  States  bears  some 
responsibility,  and  in  many  more  the  United 
States  has  been  in  the  background,  ready  to 
continue  aid  to  governments  that  have  seized 
power  illegally.  Caught  in  the  middle  of  the 
increasing  polarization  between  the  far  left 
and  the  authoritarian  right  are  the  large 
number  of  people  who  want  to  live  in  a 
democratically  run  nation.  They  find  them- 
selves without  support  anywhere,  and  often 
are  drawn  to  struggles  initiated  by  the  far 
left,  which  cloaks  its  ideology  in  democratic 
rhetoric,  because  joining  forces  with  them 
may  seem  to  be  the  only  choice  open  to 
those  who  oppose  rightist  regimes.  It  is  im- 
portant to  remember  that  the  far  left  often 
strives  to  produce  a  heavy-handed  rightist 
regime  as  the  first  step  in  building  a  mass 
movement  upon  which  they  hope  one  day 
to  seize  power. 

Rightist  regimes  are  not  likely  to  be  dur- 
able, since  they  cannot  often  build  and  re 
tain  the  mass  support  needed  to  stay  in 
power.  In  the  meantime,  the  United  States 
finds  itself  identified  with  these  regimes  and 
their  abuses.  The  cost  to  the  United  States 
is  a  loss  of  respect  among  democratic  forces 
abroad,  and  the  growing  disillusionment  of 
the  American  public. 

An  important  question  is  whether  or  not 
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wt  itedd  ptmk  Iht  Goomuiii  wtmam 
to  wfitt  iht  midi  for  actioa  by  the  Uaktd 
Sucit.  It  ii  itcmiiagly  doebtM  thit  tht 
cooiptiiciM  for  himrf  ia  ochir  aatioiu 
(via  iavolvfmtat  im  thn  iatftnal  amigglci) 
it  m  iapoftut  at  k  omi  Mmtd  to  bt.  Wc 
hiTf  iacitatiaf  rridtact  that  Mtioni  dun 
thttr  owa  comm.  itgif41<it  of  patt  support 
or  fritaddiip,  althoagb  conunoa  idtology 
oftca  ftamtct  comami  ptrqwctiTct.  Even 
thm  gift  way  to  aatioaalistic  coaeerai. 
howmr. 

It  woald  be  far  better  for  the  Uaittd 
Stattt  to  write  ttt  owa  afeada.  We  ihould 
actively  aapport  deaiocratic  refiaiet.  aad 
deay  doae  aappoet  for  coercive  or  antbor- 
itariaa  rtfiaMa  either  of  the  left  or  the  right, 
abecat  coaipeUiaf  caaaideratioas  to  the  coa- 
trary.  Witbia  oar  liauted  capacity  to  do  ao. 
we  ihoald  eacoarage  iacreaeed  obeenraaoe  of 
boaiaa  rights  ia  all  aodetiea.  Thia  woald 
enable  oe  to  cban  a  aew  foreign  policy  con- 
sitteat  with  oar  valaea. 

Yet  we  need  to  avoid  aioraliitic  impaliet 
impelliag  oa  into  direct  iavolvement  ia  the 
affairs  of  other  aocieties,  as  this  nuy  be  de- 
stmctive  both  of  their  welfare  aad  ours.  I 
would  phce  Vietnam  in  such  a  category. 
Although  the  justification  for  intervention 
there  was  broader  than  the  simple  defease 
of  freedom  or  democracy*  those  moral  im- 
pulses did  play  aa  importaat  role  ia  justify- 
ing and  sastaiaiag  oar  early  iaterveatioa  in 
Indochina. 

We  must  alao  take  care  that  we  do  not 
impose  U.S.  values  ia  raisiag  the  issues  of 
humaa  rights.  We  need  to  work  with  inter- 
natiooal  standards  for  human  rights*  which 
have  a  broad  baae  of  support.  The  document 
that  stands  first  among  the  many  interna- 
tional conventions  and  declarations  dealing 
with  human  rightt  ia  the  Universal  Decla- 
ration of  Human  Rights  adopted  a  quarter 
of  a  century  ago  in  the  General  Assembly  of 
the  United  Nations.  There  were  ao  votes 
in  opposition,  although  some  nations  ab- 
stained. As  a  declaration  it  did  not  require 
ratification  by  member  natioiu.  but  it  has 


I  635 


had  neb  widt  acnptaMv  chat  lomt  kgtl  ts* 
pma  giTt  it  tbt  fofct  of  tnttrutioMl  Uw. 

Tht  Uaiiriml  DicUntion  of  Hvnua 
Rifhts  covtrt  mMf  kinds  of  righlt.  aoctal 
as  wtU  as  political.  Some  art  moit  wtdsly 
acccpcfd  than  ochtts.  Otbtts  art  far  Isis  likt- 
1t  to  bt  achirrtd  ta  tht  sboct  ctrm.  Still 
otbtrs.may  rtqairt  tOTtrnmtntal  action 
qaitt  btyond  tbt  mtans  of  a  particular  got- 
tmmtnt. 

So  wc  must  narrow  onr  focns  to  what  is 
achicvablt.  Wt  aboold  btgin  with  a  mort 
actiTt  dtftase  of  thoar  rights  that  tnjoy  the 
widtst  international  support. 

Ghfuoui  VioterioiM 

Two  kinds  of  human  rights  violations 
especially  mtrit  onr  concern.  The  most  griev- 
otts  violations  art  those  that  violate  tht  in- 
ttgrity  of  the  ptrton — tht  use  of  torture, 
arbitrary  killing,  and  tht  practice  of  arrtst- 
ing  and  detaining  ptrsons  for  extended  pe- 
riods of  time  without  charges  or  a  trial.  Few 
countries  will  admit  to  thtst  violations  and 
none  will  defend  them.  The  second  category 
covers  a  much  wider  range  of  rights,  and 
refers  to  any  rttrtat  from  a  mort  advanced 
stage  of  human  rights  observance  to  a  lesser 
one.  Any  such  backsliding  should  be  of  con- 
cern to  the  world  community.  Pbsitivt 
trends,  such  as  in  Portugal,  deserve  en- 
couragement, and  disappointing  reversals  de- 
serve more  than  a  polite  expression  of  regret. 
Moreover,  turning  back  the  clock  on  broader 
human  rights  is  often  a  precursor  to  the  re- 
newed  violation  of  the  more  fundamental 
rights  involving  the  integrity  of  the  person. 

When  confronted  by  grievous  human 
rights  violations  in  another  country,  our 
first  step  should  be  to  dissociate  ourselves 
from  any  appearance  of  support  for  the  of- 
fending government  by  cutting  off  military 
aid.  Military  aid  adds  to  the  power  and 
stature  of  a  recipient  government,  but  sel- 
dom improves  the  lives  of  the  people. 

Carter  has  before  him  military  aid  re- 
quests for  fiscal  year  1978.  In  evaluat'ng 
these  requests  bt  should  givt  artful  atttn- 
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<Im  io  iht  mew  tit  Imaum  rights  fai  tht 
natioat  ffqotiimf  miltury  aid.  Scctton 
502B  0f  tbt  Poffigtt  AmiUQCt  Act  pco- 
hibita  oiUitary  aid  to  |0¥tniiMnta  miagtd 
in  a  conatatcnt  ftattcn  of  gtota  Tiolatiotta  of 
haman  rigbtt  ttolcaa  tbm  ait  titraordtaary 
circaoiataacta  jwtifytag  ioch  latiatMCt. 

Daring  tbt  first  monihi  of  tbt  ntw  ad- 
ministration,  tbt  Statt  Dtpartmtnt  aboald 
iaform  those  gomamtats  committiag  par- 
ticalarly  atrioas  Tiolatioaa  that  tht  Itrtl  of 
military  aid  for  fiscal  ytar  1978  is  likely  to 
bt  adrtrstly  affecttd  aaltsi  thtrt  art  some 
sigaificaat  aad  faadamtatal  uaproirtmtati 
ia  tbt  obatrvaact  of  bamaa  rights.  Simply 
itltasiag  aomt  polittal  prisoaers.  for  ia- 
stance,  while  maintaining  the  same  laws  and 
practices  that  proridt  tht  basis  for  new  dt- 
ttntioas  would  aot  safict.  If  military  aid 
is  itdaced.  tht  goTtramtau  affecttd  should 
bt  informtd  of  tht  reaaoas  for  the  rtdactioas 
and  tht  liktlihood  of  complttt  titmiaatioa 
of  military  atsistaact  shoold  such  violatioas 
coatinat. 

A  continuous  rtvitw  of  tht  human  righu 
situation  in  countrits  recriving  military  aid 
should  be  made:  if  tht  situation  dtttriorates 
in  a  particular  country  or  a  consistent  pat- 
tern of  gross  Tiolations  continues,  the  State 
Department  should  consider  reducing  the 
amount  of  funcb  to  bt  obligated  to  that 
country. 

The  use  of  Section  502B  should  not  bt 
confintd  to  cutting  military  aid.  I  also  bt- 
lievt  that  it  should  bt  vitwtd  as  rtquiring 
the  Unittd  States  to  avoid  giving  assistance 
that  could  bt  used  to  maintain  internal  se- 
curity in  countries  with  serious  human  rights 
violations. 

The  United  States  should  pay  special  at- 
ttntion  to  tht  fatt  accorded  requests  by  in- 
ternational and  nongovernmental  organiza- 
tions to  obtain  information  about  the  status 
of  human  rights  in  a  particular  country  as 
well  as  to  the  response  of  governments  to 
the  findings  of  such  organizations.  Rtfuwal 
by  a  govtrnrmnt  to  grant  an  wtirnationat 
organixatton  pHmimon  to  make  a  fUld  %niit 
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$hould  Mobliih  a  prima  facii  coat  in  fwor 
of  tirrmnaung  mcurity  am$ianc9, 

Wbeibtr  or  aoc  tcoaomk  aid  ought  to  be 
terminated  becauae  of  baman  rights  viola- 
tioni  ia  a  far  more  complicated  iaaue.  Some 
aid  it  clearly  bamanitarian  and  reaches  the 
people  who  need  it.  Other  economic  aid  may 
be  directly  supportive  of  a  repressive  gov- 
ernment and  only  indirectly  benefit  the  peo- 
ple. There  is  a  difference,  too,  between  fin- 
ishing a  partially  completed  project  and 
starting  a  new  one.  With  the  limited  amount 
of  economic  aid  we  have  to  dispense,  gov- 
ernments with  a  poor  track  record  on  hu- 
man rights  ahonld  expect  that  record  to 
weigh  importantly  in  the  allocation  of  new 
aid  commitments. 

Food  aid  deserves  a  special  comment.  Fre- 
quently, concessional  loans  to  another  coun- 
try to  buy  food  does  little  more  than  give 
direct  support  to  that  government's  foreign 
exchange  position.  Careful  judgment  should 
be  exercised  before  granting  such  loans  to 
oppressive  governments.  Donations  of  food 
for  humanitarian  purposes  stands  on  a  dif- 
ferent footing  and  ordinarily  should  con- 
tinue. 

A  particular  problem  is  created  when  a 
reasonably  legitimate  government  is  illegal- 
ly displaced  by  another,  accompanied  by  in- 
creased violations  of  human  rights.  Because 
of  the  violence  such  coups  do  to  the  principle 
of  constitutionalism  and  the  rule  of  law, 
and  because  of  the  need  to  encourage  order- 
ly, peaceful  transfers  of  power,  the  United 
States  should  adopt  a  flat  policy  of  with- 
holding supportive  economic  and  military 
aid  from  such  governments  for  a  period  of 
time. 

Military  alliances  add  another  dimension 
to  the  problem.  Some  military  alliances  are 
more  important  to  our  security  than  others. 
Some  provide  bsses  for  U.S.  forces.  Some 
involve  the  maintenance  of  sizable  U.S. 
forces  cA  the  soil  of  the  ally. 

No  single  prescription  can  be  written  to 
give  force  to  a  policy  of  deeper  concern  for 
human  rights.  But  certain  observations  can 
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bf  mtdt  iboat  tbt  cboicMopta  to  thi  United 
Sutct.  The  mtm  obriQW  option  is  to  Itt 
tht  offending  conntrir  know  that  hnman 
rights  Ttolationf  will  coet  tbtm  iomething 
in  their  relationship  with  the  United  Sutee. 
It  may  be  a  reduction  in  aid  for  a  period, 
protests  channeled  through  international 
institutions*  a  narrowing  of  access  by  U  S. 
business  enterpriaes,  removal  of  some  forces, 
or  a  combiiution  of  these.  Where  feasible, 
the  steps  taken  by  the  United  Sutes  should 
apply  steadily  incrtaaing  prsssure  until  the 
message  about  human  rtghu  gets  through 
to  the  other  government. 

The  U.S.  response  in  the  past  hu  been 
modest  and  largely  ineffective.  Quiet  diplo- 
matic representations  have  been  accompanied 
by  continued  military  assistance*  thus  dearly 
letting  the  offending  nation  know  that  they 
can  safely  overlook  our  protests.  These 
reprcsenutions  have  often  been  expressed 
with  the  warning  that  continued  violatioiu 
will  cause  an  adverse  reaction  by  the  Con- 
gress; they  are  rarely  expressed  as  baaed  on 
the  views  of  the  executive  branch  itself. 

Hard  Quntiom 

Ultimately,  however,  the  bard  questions 
must  be  faced.  How  well  and  for  bow  long 
arc  U.S.  interests  served  by  military  alliances 
with  governments  that  are  guilty  of  a  con- 
tinued pattern  of  gro«  violations  of  human 
rights?  We  are  faced  with  this  issue  today  in 
both  Korea  and  the  Philippines. 

The  United  Sutea*  under  a  mutual  se- 
curity treaty,  maintains  over  40.000  troops 
in  South  Korea.  The  justification  for  these 
U.S.  troops  is  twofold.  First,  it  is  argued 
that  Korea  is  essential  for  the  defense  of 
Japan.  Japan  is  very  imporunt  to  the 
United  States.  It  has  been  thought  that  a 
shift  in  political  control  over  the  southern 
hklf  of  the  Korean  peninsula  could  signifi- 
cantly increase  the  military  danger  to  Japan. 
Upon  closer  examination,  however,  an  in- 
vasion of  Japan  from  a  Korea  controlled 
by  the  Communist  North  appears  unlikely. 
Also*  Japan  faces  military  forces  in  main- 
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Uad  Chiiu  tad  cbt  Sorkt  Uttion  noch 
tariff  thaft  thorn  of  North  Korea. 

Tht  atcoBd  arnmnt  it  that  we  are  de- 
fendiag  a  bit  of  freedom :  that  Sooth  Korea 
ii  part  of  the  "free  world'*  and  its  lots 
would  repreeeat  a  retreat  oa  the  part  of  the 
Weet.  Howmr»  we  are  aot  defeadiag  free- 
dom whea  we  help  to  preserve  a  Soath  Ko- 
reaa  goveraaieat  that  hu»  over  the  last 
four  years,  systematically  abrogated  the 
basic  freedoms  of  the  Soath  Koreaa  people. 

Muawhile»  we  coatiaue  to  ma  aa  iaor- 
diaate  risk  that  trouble  nuy  break  oat  oa 
the  Koreaa  peaiasala  aader  circumstaaces 
that  will  make  U.S.  pobiic  support  for  ac- 
ttve  U.S.  tavolvemeat  doabtfol.  The  steady 
eroaioa  of  homaa  rights  ia  Korea  may  well 
oadermiae  the  solidarity  of  the  people  of 
South  Korea  agaiast  the  Commuaist  govera- 
meat  of  North  Korea.  This  is  a  real  daager 
as  the  yooager  people  who  dida't  persoaally 
experieace  the  North  Koreaa  iavasioa  mea- 
sure the  system  that  oppresses  them  agaiast 
the  iaexperieaced  Commuaist  menace.  Aa 
iacideat  ia  the  South  might  be  seized  upoa 
by  the  North  Koreaas  as  a  pretext  to  move 
South.  If  we  withdraw  at  that  time,  because 
of  public  disgust  ia  the  United  States  at  the 
thought  of  another  war  iavolving  a  dic- 
tator with  whom  we  are  unfortunately  en- 
tangled, the  result  would  be  shattering  to  the 
Japanese.  They  would  see  this  as  evidence 
that  U.S.  defense  commitments  are  no  lon- 
ger dependable. 

I  believe  that  if  the  South  Korean  govern- 
ment persists  in  its  present  course,  the 
United  States  must  be  prepared  to  disengage 
from  South  Korea  carefully  and  in  full  con- 
sultation with  Japan  on  a  step-by-step  ba- 
sis. President  Park  s  argument,  that  the  pres- 
ent restrictions  on  the  rights  of  the  Korean 
people  are  necessary  in  face  of  the  threats 
from  the  North,  lacks  credibility.  The  threat 
from  the  North  was  far  greater  during  the 
1960s,  when  greater  freedom  was  enjoyed 
by  the  South  Korean  people.  If  we  are 
forced  to  depart  because  the  South  Korean 
government  continues  to  severely  restrict  hu- 


640 


640 


flua  rifbu,  wt  ihodd  givt  Smith  Kom 
tnoQgh  additiooal  arms  io  thai  k  cm  dt- 
ffiid  ititlf.  aad  offtr  itp^n  additioaal  U.S. 
forcn.  On  the  oihct  hand,  if  a  major  ahift 
occurs  in  Sootb  Korea  toward  a  folltr  ob- 
tervancc  of  human  rtghu,  the  autnttnancc 
of  U.S.  forces  in  South  Korea  would  be 
thoroughly  compatible  with  a  policy  of  aid- 
ing democratic  governments  facing  direct 
threats  to  their  security. 

The  Philippines  is  another  important 
case.  The  present  government  rules  under 
martial  law.  While  often  charactertied  as  a 
less  harsh  dictatorship  than  most,  recent 
evidence  points  to  widespread  torture.  Po- 
litical opponenu  have  been  jailed,  and  a 
free  press  no  longer  exists. 

The  United  States  has  two  major  bases 
in  the  Philippines.  Clark  Air  Force  Baae  and 
the  Naval  Base  at  Subic  Bay.  The  Ford  ad- 
ministration argued  that  both  of  these  bases 
were  essential,  and  negotiations  for  con- 
tinuing U.S.  rights  to  the  bases  arc  already 
underway.  If  the  United  States  is  to  con- 
tinue to  use  these  bases,  despite  the  condi- 
tions in  the  Philippines,  a  more  busineaslike 
rental  arrangement  might  enable  the  United 
States  to  dissociate  itself  from  the  violation 
of  human  rights.  The  need  for  these  bases, 
however,  should  be  studied,  because  a  rea- 
soned argument  can  be  made  that  they  are 
not  important  to  U.S.  security.  Mortovtr. 
ihe  continued  presence  of  U.S.  baacs  in  the 
Philippines  may  not  be  consistent  with  the 
desire  of  the  nations  ot  that  aru  to  move 
toward  a  noiuligned  posture. 

Clearly  the  issue  of  human  righu  cannot 
be  isolated  from  the  issues  of  security,  de- 
velopment, access  to  goods,  and  other  con- 
siderations. The  upgrading  of  the  human 
rights  factor  in  our  foreign  policy  inevitably 
draws  us  into  a  discusrion  of  the  broadn 
objectives  of  our  policies,  including  the 
thoroughly  legitimate  question  of  how  much 
we  can  expect  to  accomplish  by  taking  ac- 
tion in  response  to  serious  human  rights 
violations. 

In  some  cases  it  may  well  turn  out  that 
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we  will  havt  to  iwallow  our  coactrn  and 
maintain  txiatiag  policiti  btcaoat  other  con- 
tideratiooa  art  to  compelling.  Or  we  may 
well  condnde  that  no  matter  what  we  do 
our  actiona  will  have  little  or  no  impact  on 
the  dfending  fO¥emment*t  conduct. 

Influencinf  the  behavior  of  Communist 
conntriei.  at  leaat  in  the  ihort  run.  is  difficult. 
Nemtheleti.  aomftimet  U.S.  policies  have 
aome  tfitct.  Coifgrepional  and  executive 
branch  preasure  succeeded  in  tempomily  ex< 
panding  emigration  for  Soviet  Jews.  But 
enacting  the  Jackaon-Vanik  amendment 
with  its  acriaufta  both  on  moat-favored  na* 
tion  treatment  and  on  Kcess  to  U.S.  credits 
contributed  to  the  Soviet  government's  deci- 
sion to  tighten  restr  ictions  on  emigration. 

The  continued  utilization  of  Radio  Lib- 
erty and  Radio  Free  Europe  to  introduce 
feedback  into  the  Warsaw  Pact  nations  nuy 
be  of  only  modest  value  in  the  short  run. 
but  in  the  long  run  they  may  encourage 
leavening  of  thoae  societies.  The  use  of  cul- 
tural exchanges  pursued  on  a  realistic  basis 
can  aid  in  the  leavening  process.  The  recent 
Final  Act  of  the  Helsinki  Conference  has 
committed  the  Eastern  European  countries  to 
observe  certain  human  rights  set  forth  in  the 
'  third  baaket.*'  Their  full  observance  should 
be  pressed  by  the  Western  nations. 

In  implementing  the  Helsinki  act.  we 
must  also  look  at  our  own  performance,  par- 
ticularly in  relation  to  our  visa  policy.  Un- 
der the  McCarran  Act.  the  United  States  has 
often  refused  entry  for  visits  into  the  United 
States  to  persons  who  are  members  of  the 
Communist  party  of  their  country.^  Such 
a  policy  is  inconsistent  with  the  spirit  of  the 
Final  Act  of  the  Helsinski  Conference  and 
often  is  harmful  to  our  interests.  The  execu^ 
tive  branch  and  Congress  should  work  to- 
gether  to  amend  this  law. 

We  should  also  be  reasonably  consistent 
in  our  policies.  Nothing  undermines  the 
credibility  of  concern  about  human  rights 
more  quickly  than  the  double  standard  of- 
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ttn  foond  ta  tbt  podtioai  of  both  tbt  Itft 
and  tht  right  A  ultcftTf  conctrn  about  ha- 
man  rights  moves  os  backward.  It  is  seta 
merely  as  ammuaitioa  to  fight  ideological 
battles  rather  than  as  a  commitment  to  basic 
decency. 

The  oft  used  phrase  "the  free  world'' 
contains  such  a  selective  concern.  When  the 
free  world  includes  nations  that  are  engaged 
in  massive,  continuing  violations  of  basic 
human  rights,  the  phrase  can  only  be  seen 
as  an  ideological  weapon. 

A  new  administration  committed  to  a 
higher  priority  for  human  rights  can  weave 
into  the  strands  of  policy  a  persistent  con- 
cern about  how  people  are  treated  by  gov- 
ernments. It  can  do  so  in  a  way  that  will 
gradually  win  us  the  respect  of  people 
throughout  the  world.  The  administration 
can  work  with  Congress  to  maximize  dqilo- 
matic  effectiveness.  With  a  judicious  under- 
standing of  what  we  are  capable  of  achiev- 
ing, we  can  nudge  governments  along  the 
p^th  to  ever  wider  observance  of  human 
rights. 

We  should  always  acknowledge  that  oth- 
er societies  will  be  governed  in  a  manner 
that  they  work  out  for  themselves.  Never- 
theless we  must  insist  on  our  right  to  re- 
frain from  specia/  $upportivt  relations  as 
distinguished  from  diplomatic  and  trade  re- 
lations. 

Once  we  have  withdrawn  our  support 
from  a  government*  we  should  approach  the 
human  rights  issue  with  caution.  Most  hu- 
man rights  violations  are  not  capricious,  but 
are  the  consequence  of  what  a  government 
perceives  to  be  necessary  to  maintain  power 
or  to  govern.  In  some  cases,  the  governments 
may  be  correct  in  their  assessment  that  a 
fuller  enjoyment  of  human  nghts  would  de- 
stroy valid  social  objectives,  including  civil 
order. 

Tht  International  Machinery 

Another  avenue  open  to  the  United  States 
is  the  international  machinery  that  exists 
for  the  protection  of  human  rights.  This  in- 
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dudti  tbc  U.N.  Cooimiaiion  on  Haouii 
Righu,  cbt  Subcommiiiioii  on  Prtvtncion  of 
Diacriminatioo  tad  Proitctioa  of  Miaortiiti, 
and  the  Intcr-Americaa  Commiasioo  on  Hu* 
man  Rights  of  the  Organization  of  Ameri- 
can Statei  (OAS).  The  Council  of  Europe 
(which  doH  not  include  the  United  States) 
has  the  most  advanced  nuchinery  of  a  I,  in- 
cluding a  Court  on  Human  Rights  with 
authority  to  adjudicate  human  rights  issues 
brought  by  individual  citizens  against  their 
governments.  The  Inter- American  Commis- 
sion on  Human  Rights  has  done  excellent 
work,  but  governments  can  and  do  ignore  its 
requests  for  information  and  access  lo  their 
countries,  and  its  rtcommendations.  Until 
recently  the  OAS  General  Assembly  gave  per- 
functory attention  to  the  commission's  re- 
ports. The  U.N.  Commission  on  Human 
Rights  has  the  poorest  track  record  of  all. 
caused  at  first  by  its  refusal  to  accept  indi- 
vidual complaints  and  its  reliance  instead  on 
governments  to  file  complaints.  Of  course 
they  rarely  did.  In  recent  years  the  U.N. 
Commission  has  begun  to  accept  complaints 
from  individuals,  but  its  procedures  arc  so 
slowp  and  the  unwillingness  of  governments 
to  point  the  finger  at  one  another  so  great, 
that  thus  far  it  has  had  little  impact.  A  no- 
table exception  was  the  creation  of  a  special 
committee  to  study  and  report  on  conditions 
in  Chile.  Its  respected  members  produced  a 
detailed  report  that  bad  a  noticeable  impact 
on  the  willingness  of  other  governments  to 
censure  Chile. 

The  United  Nations  has  had  more  suc- 
cess in  dealing  with  human  rights  issues  in 
Southern  Africa  because  of  the  worldwide 
dislike  for  minority  white  regimes.  Even 
here,  however,  lack  of  enthusiasm  for  af* 
firmative  action  by  Western  countriu  has 
hindered  the  United  Nations  in  addressing 
these  issues. 

A  major  objective  of  a  renewed  interest 
in  human  rights  by  the  United  States  should 
be  the  strengthening  of  this  international 
machinery  for  the  protection  of  human 
rights.   The  concerting  of  international 
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opiaioo  in  d«feiiit  of  bo'^ta  rigbli  ia  one  of 
the  moft  fffecfiTt.  Aoncuercive  meant  open 
tc  uidocc  nacfnl  itiponaM  from  offending 
governments.  Ltadmhip  by  tbe  United 
States  in  this  field  will  be  accepted  only 
gradually  by  otber  nations  because  of  tbeir 
atiitudes  toward  put  U.S.  policy. 

We  also  have  an  obligation,  as  a  member 
of  tbe  international  community  and  party  to 
tbe  international  conventions  on  refugees, 
to  grant  asylum  to  political  dissidents. 

Altbottgh  the  United  States  bas  granted 
asylum  to  refugees  from  oppressive  regimes, 
tbe  administration  of  tbis  program  bas  been 
uneven  and  unpitdiaable.  In  many  cases, 
tbe  United  Statn  has  taken  far  fewer  refu- 
gees than  have  ofber»  much  smaller  Western 
countries.  We  need  to  develop  a  consistent, 
more  evenhanded  policy  of  granting  asylum 
ro  refugees  from  countries  with  oppressive 
governmenu  of  both  the  left  and  the  right. 

Recent  legislation  now  compels  tbe  U.S. 
representative  to  the  Inter*American  Devel- 
opment Bank  and  the  African  Development 
Bank  to  vote  against  loans  to  governments 
that  are  engaged  in  serious  human  rights 
violations  unless  tbe  aid  is  directly  benefit- 
ing needy  people.  The  exKutive  branch  has 
been  able  to  comply  with  this  requirement 
and  still  make  ceruin  that  loans  were  ap- 
proved with  the  votes  of  other  reprettn- 
tativcs.  This  legislation  did  not  succeed  in 
producing  a  commitment  by  the  executive 
branch  to  actively  lobby  against  loans  that 
the  V  S.  representative  is  required  to  oppose. 

Tbe  role  of  tbe  international  banks  must 
also  be  examined  with  care.  Despite  the  as- 
sertion by  tbe  executive  branch  that  only 
etonomic  questions,  not  political  issues, 
shape  loan  policies*  politics  have  entered 
heavily  into  the  actions  of  these  banks.  Loan 
patterns  appear  to  reflect  tbe  U.S.  preference 
for  certain  regimes,  some  of  which  have 
been  involved  in  massive  violations  of  hu- 
man rights.  It  is  especially  troublesome  to 
Congress  that  international  bank  loans  are 
used  to  counteract  congressional  action  aimed 
at  limiting  U.S.  aid. 


645 

In  additioa  to  giving  more  active  eopport 
for  human  rights  in  general,  aome  specific 
steps  should  be  taken: 

The  president  should  consider  delivering 
a  major  foreign  policy  speech  in  which  he 
places  the  human  rights  issues  in  their  proper 
perspective,  to  educate  both  the  public  and 
the  federal  bureaucracy.  He  should  point  to 
the  obligation  of  the  United  States,  under 
the  Charter  of  the  United  Nations,  to  pro- 
mote the  observance  of  human  rights,  and 
identify  the  means  by  which  he  proposes 
that  Wf  discharge  that  obligation. 

In  tl  e  White  House,  a  commission  on  in- 
ternatioi  al  human  rights  should  be  created, 
with  a  small  membership  of  five  or  six  per- 
sons, to  make  recommendations  on  ways 
that  the  United  States  can  strengthen  its 
efforts  on  behalf  of  human  rights.  In  for- 
mulating its  recommendations  it  shoulii  as- 
certain the  overseas  image  of  the  United 
States  on  human  rights  issues,  examine  the 
quality  of  human  rights  reporting  from  the 
field,  and  review  the  impact  of  our  aid  pro- 
grams on  the  observance  of  human  rights. 
The  commission  should  give  special  atten- 
tion to  coordinating  human  rights-foreign 
policy  issues  among  the  many  federal  agen- 
cies that  are  engaged  in  international  activi- 
ties. Aside  from  the  Department  of  State,  the 
Departments  of  Defense.  Treasury.  Com- 
merce. Agriculture,  and  others  have  inter- 
national responsibilities.  The  commission  is 
not  envisaged  as  a  permanent  agency:  it  is 
hoped  that  within  a  matter  of  months  its 
work  would  be  completed  and  the  commis- 
sion disbanded. 

Within  the  State  Department,  it  is  vitally 
important  that  the  senior  level  positions  be 
filled  with  persons  committed  to  the  prin- 
ciple that  human  rights  deserves  priority 
consideration  in  the  making  of  U.S.  foreign 
policy.  If  this  is  done,  human  rights  will  be 
given  far  more  favorable  consideration  at 
the  lower  levels.  It  is  important,  however, 
to  strengthen  the  existing  human  rights 
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bortaocracy.  The  poittion  of  bttaM  rtgba 
officcn  in  each  of  the  rtf  ional  bortaoi  itioald 
b«  made  a  full-time  podtioa.  Additional  po- 
sitions, to  handle  human  rights  questions, 
in  the  legal  adviser's  oficc  should  be  con- 
sidered. The  coordinator  for  human  rights 
and  humanitarian  affairs,  a  position  recently 
established  by  Congress,  should  be  filled  by 
someone  who  is  a  vigorous  and  effective  ad- 
vocate of  human  rights. 

Congress  should  proceed  with  the  repeal 
of  the  Byrd  Amendment  if  no  progress  is 
made  in  the  talks  on  Rhcxlesia.  and  the 
Senate  should  ratify  the  Genocide  Conven- 
tion and  then  begin  immediate  study,  with 
a  view  toward  ratification,  of  the  Interna- 
tional Covenant  on  Civil  and  Political 
Rights  and  the  International  Covenant  on 
Economic.  Social,  and  Cultural  Rights. 

The  initiative  taken  by  the  Agency  for 
Internationa!  Development  in  the  past  year, 
to  identify  and  undertake  programs  to  as- 
sist the  human  rights  effort,  should  be  con- 
tinued and  strengthened.  The  aid  legislation, 
with  its  current  priorities  on  rural  develop- 
ment, health,  and  education,  should  be 
amended  to  include  a  fourth  category:  train- 
ing, in  the  United  States,  in  building  the 
institutions  of  government. 

We  should  urge  stronger  U.N.  programs 
to  bring  young  graduates  and  government 
people  to  study  in  leading  universities  or  for 
training:  with  government  agencies. 

The  role  of  nongovernmental  organiza- 
tions is  so  important  in  the  human  rights 
field  that  steps  sliould  be  taken  to  maximize 
their  potential  without  destroying  their  in- 
dependence and  autonomy.  A  national  com- 
mission should  be  created  to  administer  a 
modest  amount  of  public  funds  in  support 
of  programs  that  strengthen  the  role  of  the 
private  sector  working  in  the  human  rights 
field.  Such  funding  might  provide  for  con- 
ferences on  the  subject  of  hunun  righu.  fel- 
lowships for  human  rights  studies  abroad, 
and  studies  of  sprcial  human  rights  prob- 
lems. It  would  function  in  a  manner  similar 
to  the  National  Commiuion  on  the  Arts 
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4nd  Hominititt.  One  conference  which 
should  be  funded  either  through  this  source 
or  through  the  government  directly  is  a  U.N. 
seminsr  on  human  righu.  Such  seminan 
have  been  regularly  held  around  the  world, 
but  the  United  States  has  thus  far  declined 
to  serve  as  boat  for  one. 

The  Carter  administration  has  the  op- 
portunity to  shift  U.S.  foreign  policy  sig- 
nificantly toward  a  more  active  concern  for 
human  rights.  This  opportunity  comes  at  a 
time  when  the  American  public  is  openly 
disturbed  about  past  U.S.  policies  and  Con- 
gress has  asserted  a  strong  interest  in  human 
rights  iuues. 

Human  rights  will,  of  course*  be  advanced 
by  action  on  a  number  of  fronts.  We  should 
increase  our  economic  aid  efforts  overseas, 
since  sheer  poverty  will  often  drown  the  hu- 
man rights  issue.  We  must  also  work  active- 
ly to  achieve  a  greater  degree  of  equity  in  our 
economic  relations  with  the  Third  World 
nations.  A  strong  public  commitment  to  the 
advancement  of  human  rights  will  also  be 
very  important. 

A  new  emphasis  on  human  rights  will 
open  up  maoy  diplomatic  opportunities.  In 
recent  years.  Congress  has  struggled  with  a 
recalcitrant  executive  branch  over  this  issue. 
When  the  executive  branch  failed  to  imple- 
ment the  legislative  mandates  on  human 
rights  the  only  recourse  open  to  Congresi 
was  to  act  on  specific  situations.  Congress 
will  welcome  a  clear  declaration  of  intent 
by  the  executive  branch  to  stress  human 
rights  in  its  fore'gn  policies,  and  will  be 
ready  to  accept  quiet  diplomacy  as  the  most 
effective  way  to  give  expression  to  the  deep- 
seated  desire  of  the  American  people  that 
their  government  be  devoted  to  furthering 
decency  in  the  conduct  of  human  affairs. 
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The  Limits  of  Public  Support 

By  Burns  W.  Roper 


ABSTRACT:  Polls  reveal  that  the  American  public's  interest 
in  foreign  affairs  remains  consistently  low.  In  only  three  of 
ten  to  twelve  areas  of  government  spending,  polled  since  1971, 
did  the  public  feel  that  the  United  States  was  spending  too 
much;  of  these,  foreign  aid— both  economic  and  military- 
was  an  easy  first. 
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THK  American  public  has  had  a 
^CHi*iatiZi'd  autij{<)vernini*nt 
NptMuliiiK  attitiide  over  many  years. 
At  the  samv  time,  a  number  ol  Roper 
surveys  (^is  well  as  those  of  other 
ori»ani/afions^  have  shown  that,  when 
it  comes  to  spvcijic  guvernment 
spending  programs,  the  public  is 
more  inclined  to  think  that  we  are 
spendinK  too  little  on  them  than  too 
nuich.  Thus,  the  American  public  is 
in  the  somewhat  anomalous  position 
of  tavoriuK  an  overall  decrease  in 
Kovemment  spending,  but  increases 
in  spendini^  tor  m«>st  major  govern- 
ment programs. 

Possibly  the  spirit  of  Proposition 
W  will  change  the  pattern  that  has 
persisted  over  the  years.  It  has 
heightened  the  generalized  anti- 
government  sptmding  attitude.  When 
a  trend  (piestion  about  speciKc  gov- 
ernment proi^rams  is  repeated,  we 
shall  know  whether  it  has  turned 
people  in  tavor  of  reduced  spending 
Un  specific  i^overnmental  programs 
rather  than  increased  spending. 

Since  1971  we  have  periodically 
asked  a  (piestion  about  government 
spendinK  for  various  programs  or 
problems,  both  domestic  and  intt^r- 
national,  for  example,  spending  for 
tMhicati«)n.  welfare,  the  military,  or 
foreign  economic  aid.  In  our  latest 
reading,  the  public  was  inclined  to 
feel  wc  \vt  re  spcndiru^  too  little 
r.ither  tluui  too  much  on  tMght  of  the 
tWfKf  [)i(>i^rains,  was  evenly  tlivided 
bet\\  ffn  too  littir  .iiul  too  iniK  h  on  a 
ninth  proLCrain.  anil  was  iiulined  to 
feel  u»*  wt'vr  sprndini^  too  much 
r.itlu  r  than  too  on  t»nly  tbrt-e 

prnurr.MMs  •  I  able  P. 

Kor<'ikjn  aul  u  as  not  tiuK  one  of  the 
thrrr  itririN  that  the  pnbhc  tt^els  we 
ar<-  speiulmK  too  much  on.  but  it  was 
anea^s  first  .is  the  item  we  are  spend- 
mi;  t(M)  nuu  b  on  St»ventecn  tunes  as 
man\  Anu'ru  ans  (fiV)'!^  !'")  feel  we 
*ire  spt  u(lm«  ti»o  iinich  as  fci  I  we  are 


spending  tm)  little  on  foreign  aid; 
and,  three  and  a  half  times  as  many 
(69%-  l9Vc)  feel  we  are  spending  too 
much  as  feel  we  are  spending  the 
right  amount.  Thus,  three  times  as 
many  (69*7c  feel  we  are  spend- 

ing too  much  as  feel  we  are  not 
spending  too  much. 

All  that  can  be  said  in  u  positive 
way  about  public  attitudes  towards 
foreign  aid  is  that  attitudes  were 
not  quite  as  negative  at  the  end  of 
last  year  as  they  were  Kve  years  ago, 
when  the  ratio  of  too  much  foreign 
aid  spending  to  too  little  was  38 
to  one. 

in  December  this  <|uestion  will  be 
updated,  but  it  is  unlikely  that  atti- 
tudes towards  foreign  aid  .spending 
will  be  significantly  improved,  in 
view  of  the  ses  en  year  trend  and  in 
view  of  the  more  recent  antigovern- 
ment  spending  implications  of  Prop- 
osition 13.  A  more  likely  expectation 
is   that  critical  attitudes  towards 
foreign  aid  spending — as  well  as 
other  programs — will  increase.  In 
fact,  a  poll  conducted  in  early  Octo- 
ber for  Time  Maf^azine  by  Yankelo- 
vich,  Skelly  and  \Vhite  suggests  there 
has  been  no  improvement.  An  exact 
comparison  between  the  Yankelovich 
figures  this  October  and  our  own 
figures  of  last  December  is  not  pos- 
sible  l)ecause   of  differences  in 
methodology  and  sample  composi- 
tion. For  example,  our  question  has 
consistently  been  asked  of  a  nation- 
wide sample  of  people  18  and  over, 
whereas  Yankelovich's  sample  con- 
sisted of  registered  voters.  His  poll 
as  reported  in  Time  showed  72%  of 
rrvjistered  voters  feeling  there  is  too 
nnich  government  spending  on  for- 
<  i^n  aid  and  only  4%  thinking  there 
IS  too  little.  While  the  difTerence  be- 
tween our  69%  from  last  December 
and  his  72%  this  October  may  not 
represent  an  actual  increase  in  anti- 
foreign  aid  sentiment,  it  does  at 
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TABLE  1 

PuatlC  RtACTlOW  TO  OOViRNMINT  SHNOINQ  POn  SPf  Clinic  PHOORAMS 


Tgrnino  now  to  iht  business  of  lh#  couniry— w««r«  factd  with  m«ny  problems  in  this  country 
«on#  of  which  can  b«  tolvad  Mtily.  or  intxp^ntivtly  I  m  going  to  nam«  soma  ol  th«M  prob- 
l«mt.  and  for  aach  ona  I  d  lika  you  to  tall  ma  whathar  you  thinN  wa  ra  apanding  too  much  monay 
on  it.  or  too  httia  monay.  or  about  tha  right  amount  Firat.  th«  apaca  axploration  program— ara 
waap«nding  too  much,  too  httla.  or  about  tha  right  amount  on  tha  apaca axploration  program? 


Fc^aign  aid 

Too  much 

Too  little 
Walfara 

Too  much 
Too  little 

Tha  apaca  axploration  program 
Too  much 
Too  littia 

Tha  military,  armamanta  and 
dafanstf 

Too  much 
Too  littia 
Solving  tha  problems  of  the 
big  Citias 
Too  much 
Too  little 
Improving  and  protecting  the 
environment 
Too  much 
Too  little 
Improving  the  nat»on  s 
education  system 
Too  much 
Too  little 

Improving  publtc  transpoflation 

Too  much 

Too  little 
Oaaling  with  drug  addiction 

Too  much 

Too  little 
Increasing  the  nation  s  energy 
supply 

Too  much 

Too  little 
Improving  and  protecting  the 
nation  s  »  "^alth 

Too  much 

Too  little 
Halting  the  nsmg  crime  ratp 

Too  much 

Too  little 


OtC 

Die 
1976 

Dtc 

1975 

OtC 

OfC 

1973 

Oct 
1971 

67% 

75% 

73% 

76% 

69% 

3% 

3% 

4% 

2% 

4% 

58 

59 

53 

49 

48 

52 

15 

13 

17 

19 

18 

18 

43 

46 

5§ 

56 

66 

88 

12 

11 

9 

7 

3 

6 

24 

22 

27 

32 

32 

23 

22 

20 

13 

14 

15 

15 

18 

in 

in 

lO 

42 

40 

37 

43 

42 

41 

12 

12 

1  i 

1  1 

1  c 

1  0 

49 

50 

46 

49 

45 

58 

9 

10 

8 

6 

9 

9 

54 

46 

44 

44 

7 

10 

8 

7 

7 

• 

45 

47 

45 

47 

54 

• 

7 

7 

9 

7 

5 

4 

54 

57 

56 

55 

57 

82 

7 

7 

7 

7 

4 

• 

57 

59 

55 

52 

86 

• 

6 

7 

6 

5 

5 

4 

58 

55 

57 

60 

57 

55 

5 

5 

7 

5 

5 

4 

6t» 

71 

64 

66 

62 

81 

■  Not     ke<<  m  "i  1 

NOTE  itPf.  «r»  pi«»<inieo  Uom  largrsi   loo  much   percentige  to  smillesl.  not  in  order  Mked 
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the  very  least  su^^est  that  thtre 
has  not  been  any  dramatic  tumaroiind 
in  public  opinion  since  our  last 
measurement. 

In  testimony  before  the  Senate 
Foreign  Relations  Committee  in 
September  1975.  another  pollster, 
Louis  Harris,  tcstiHed  that  public 
attitudes  towards  foreign  aid  were 
negative  only  with  respect  to  military 
foreign  aid;  that  the  public  actually 
was  in  favor  of  economic  foreign  aid. 
Two  months  later,  to  test  this  thesis, 
we  asked  a  national  sample  two  ques- 
tions. The  first  asked  was  whether  we 
were  spending  too  much,  the  right 
amount,  or  not  encmgh  on  fo  eign  aid. 
The  second,  asked  ot  thost  v  ho  saiil 
tiH)  nuich,  was  w  hether  we  suould  cut 
back  on  military  aid  only,  on  eco- 
nomic aid  only,  or  on  both.  While  a 
few  more  people  thought  military  aid 
only  should  be  cut  than  thought 
economic  aid  only  should  be  cut,  the 
difterence  was  slight  indeed.  More 
significantly,  nearly  two-thirds  of 
those  who  felt  foreign  aid  spending 
should  he  cut  felt  that />of/i  economic 
and  military  aid  should  be  cut 
(Table  2). 


When  those  who  felt  that  both 
kinds  of  aid  should  be  cut  are  added 
to  those  who  feel  economic  aid  only 
should  be  cut,  we  hnd  that  60%  of 
the  entire  public  thinks  we  are  spend* 
ing  too  nuich  on  foreign  economic 
aid.  Put  another  way,  nearly  80%  of 
those  who  think  we  are  spending  too 
much  on  foreign  aid  in  general  specif- 
ically identify  economic  aid  as  a  kind 
of  aid  we  are  spending  too  much  on. 

It  seems  clear  then  that  objections 
to  foreign  aid  spending  are  not 
f(Kused  solely  on  arms  aid. 

In  addition  to  finding  out  whether 
objections  to  foreign  aid  were  focused 
on  military'  aid,  economic  aid,  or 
both,  we  asked  a  third  (luestion  in 
which  we  gave  people  eight  state- 
ments: four  favorable  to  foreign  aid» 
four  critical  of  it.  People  were  asked 
this  (luestion  regardless  of  whether 
they  had  earlier  said  we  were  .spend- 
ing tro  much  or  too  little  on  foreign 
aid  and  regardless  of  whether  they 
criticized  military  aid  or  economic 
aid.  People  were  asked  to  tell  us 
whether  they  agreed  or  disagreed 
with  each  of  the  eight  statements. 
Wlule  agree/disagree  statements  are 


TABLE  2 

Public  Reaction  to  Spcndino  for  Foreic^  Aid 


Ai  ttv  present  time  do  you  think  we  are  spending  too  much  money  on  foreign  aid  to  other 
count''e$  about  the  nqht  amount  or  that  we  are  not  spending  enough  on  aid  to  foreign 

countries'' 

And  if   too  much" 

Do  vou  think  we  should  cut  back  on  mthtary  foreign  aid  only,  or  cut  back  on  economic  foreign 
aid  on>v   )/  *hi<t  we  should  Cut  back  on  both  military  and  economic  foreign  aid*^ 


Spending  too  much  on  foreign  aid  77% 
And  should 

Cut  mihtary  only  13 

Cut  economic  only  11 

Cut  both  49 
Don  t  know  4 

Spending  abe  t  right  amount  14 

Not  spending  enough  2 

Don  t  know  6 
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TABLE  3 

Puitic  RiACTiOM  TO  Sf^woiftiQ  Pom  FontiaM  Economic  Aid 


LMving  aside  military  foreign  aid,  f\«re  are  some  things  that  havt  t>%m  said  about  our 
•conom^c  aid  to  foreign  countries  (Card  shown  respondent)  For  aach  ona.  would  you  tell  me 
If  you  basically  agree  or  basically  disagree''  First,  a  lot  of  the  economic  aid  we  provide  goes 
to  the  wrong  countries.  Do  you  basically  agree  or  disagree  with  that? 


We  have  problems  of  our  own  here  at  home  and  should  spend  the 

money  here  instead  of  overseas 
Most  of  the  economic  aid  we  provide  never  gels  to  the  people 

who  need  ii 

A  lot  of  the  economic  aid  we  provide  goes  to  the  wrong  countries 
Our  foreign  economic  aid  is  an  important  factor  in  maintaining 
world  peace 

Putting  money  into  foreign  aid  is  like  pouring  money  into  a  bottom- 
less hole 

It  is  important  that  we  continue  foreign  economic  aid  even  if  there  Is 

a  certain  amount  of  waste  and  inefficiency  in  the  program 
Aa  long  as  we  are  better  off  than  other  countries,  we  should  share 

our  wealth  with  them 
The  economic  aid  we  provide  has  gamed  us  valuable  allies 

through  the  world 

NOTE  Statements  are  prtsenied  from  targest  agrM  percenlage  lo  smallest,  not  in  order  asked 


Oit- 

AQMI 

OON  T 

Know 

74% 

16 

10 

70% 

15 

15 

65% 

20 

15 

54% 

28 

18 

51% 

36 

13 

46% 

39 

16 

43% 

42 

16 

36% 

46 

16 

commonly  used  by  pollsters,  they 
produce  a  bias  that  must  be  taken 
into  account  in  assessing  the  signifi- 
cancH*  ol  tlie  results  to  such  (|uestions. 
There  is  a  tendency  on  the  part  of 
people  to  a>:ree  with  a  statement 
rather  than  to  di  sagree  with  it  —  what 
is  know  n  as  a  "yea-say  *  effect.  This 
yea-sa>  cflect  is  particularK  pro- 
nounced where  people  do  not  have 
strong  ingrained  feelings. 

The  yea-say  effect  may  be  seen  in 
our  (juestion  about  economic  aid 
(Tal)le  3)  Four  of  the  statements 
were  favorable'  to  econonnc  aid  and 
four  were  critical.  Yet  the  public 
clearly  agreed  with  six  of  the  eight 
statements  (all  four  tiegati\es  and 
two  of  the  posjtu  es).  \sas  marginally 
inclintni  to  agree  \Mth  a  s.  \  entb  and 
dtsagreeii  with  otd\  one  of  the  eight. 
There  is  uo  \nt\\sv\\  defined  dis- 
count value  to  appK  to  an  agree  per- 
centage, but  in  u\\  judgment,  an 
agree/disa^rce  ratio  of  three  to  two 
represerits  \u  rt\ilitv  an  approxnnateK 


even  split  in  public  sentiment. 
Higher  than  a  three  to  two  ratio  is 
likely  to  be  in  fact  what  it  appears 
to  be — greater  agreement  than  dis- 
agrt?ement.  Less  than  a  three  to  two 
ratio  is  likely  to  represent  in  fact  dis- 
agreement with  the  statement. 

While  this  article  is  not  intended 
as  a  treatise  on  how  to  evaluate  re- 
search, it  is  necessary  to  appreciate 
this  yea-say  bias  in  order  to  under- 
stand people's  reasons  for  being  op- 
posed to  economic  foreign  aid.  As  I 
evaluate  the  results  to  this  question, 
1  would  say  there  are  four  dominant 
reasons  for  the  public's  opposition  to 
economic  foreign  aid.  One  is  clearly 
having  problems  of  our  own  and  the 
belief  that  charity  begins  at  home. 
Anotlier  is  a  feeling  that  the  aid  never 
trickles  down  to  the  truly  needy»  but 
gets  siphoned  off  by  the  big  shots, 
fat  cats  and  dictators  who  are  not  in 
need  of  it.  Closely  related  is  the  be- 
lief that  a  lot  of  aid  is  sent  to  the 
wrong  countries. 
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It  is  clear  from  looking  at  Table  3 
that  these  are  the  three  statements 
that  get  the  strongest  agreement. 
The  fourth  major  reason,  in  my  judg- 
ment.  that  moxt  people  are  opposed 
to  economic  foreign  aid  requires 
taking  into  account  the  yea-say  bias. 
The  data  imply  that  there  is  a  strong 
disbelief  that  economic  aid  has 
created  valuable  allies  for  us.  To  be 
sure,  less  than  half  of  the  public  dis- 
agreed with  the  statement  **the  eco- 
nomic aid  we  provide  has  gained  us 
valuable  allies  throughout  the  world." 
But  when  correction  for  the  yea-say 
bias  is  taken  into  account,  the  48% 
who  disagree  with  that  statement 
seems  to  me  approximately  as  signifi- 
cant as  the  65%,  70%  and  74%  who 
agree  with  the  previously  cited 
reasons.  In  fact,  the  rather  pale  en- 
dorsement of  the  idea  that  our  for- 
eign economic  aid  has  been  an  im- 
portant factor  in  maintaining  world 
peace  confirms,  it  seems  to  me,  the 
disbelief  th,.t  our  aid  has  created  al- 
lies, and  is  a  major  reason  for  op- 
posing foreign  aid. 

These  data  on  economic  versus 
military  foreign  aid  and  on  the  pros 
and  cons  of  economic  foreign  aid  are. 
of  course,  now  three  years  old.  In  the 
inter\eiung  three  years,  attitudes  to- 
wanls  military  versus  economic  for- 
eign aid  iTias  have  rhanged;  and  the 
reasons  for  pt»ople's  teelmgs  about 
economic  foreign  aid  may  also  have 
changed.  Since,  however,  people's 
opinions  as  to  whether  we  are  spend- 
ing t(M)  much.  ab<Mjt  the  nght  amount, 
or  too  little  (>n  foreign  aid  have  re- 
mained rather  coivstant  in  the  inter- 
V(»iiiiii»  years,  it  seems  reasonable  to 
assume  that  the  reasons  for  these 
opinions  have  pr()l)al)ly  also  re- 
mained rather  constiint. 


To  develop  a  public  opinion  that 
is  positive  towards  foreign  aid  would 
require  demonstrating  that  foreign 
aid.  in  addition  to  what  it  does  for 
'  them,"  d(K*s  more  for  **us"  than  if  the 
same  money  were  spent  at  home.  It 
would  also  require  demonstration 
that  the  money  does  get  to  the  right 
people  in  the  right  countries  and, 
further,  demonstration  that  it  has 
gained  us  valuable  allies. 

But  even  if  a  compelling  case  can 
be  made  on  these  various  counts, 
there  will  be  still  another  hurdle  to 
creating  favorable  attitudes  towards 
foreign  aid.  That  hurdle  is  to  gain  the 
American  public's  attention  in  order 
to  get  across  this  compelling  story. 
Our  surveys  have  consistently  shown 
that  the  public's  interest  in  foreign 
aiTairs  is  at  a  comparatively  low  level 
relative  to  domestic  concerns.  Given 
United  States  involvement  in  a  war 
or  the  imminent  threat  of  war,  inter- 
est in  foreign  olFairs  can  become  over- 
riding. But  given  the  kind  of  **peace** 
we  have  had  since  the  end  of  the 
Vietnam  conflict,  fo'^eign  affairs  con- 
siderations are  of  a  low  order  of 
interest. 

In  fact  I  think  a  case  can  be  made 
that  while  our  foreign  aid  program 
has  undoubtedly  been  reduced,  rela- 
tive to  (iNP  and  the  overall  federal 
budget,  because  of  negative  public 
attitudes  towards  it,  at  the  same  time 
it  has  probably  managed  to  survive 
in  reduced  form  because  of  the  public 
apathy  about  foreign  atTairs.  Given 
the  lopsided  negative  sentiment 
about  foreign  aid.  the  program  would 
probably  have  l)een  killed  long  ago 
ii  foreign  affairs  and  hence  foreign 
aid  were  a  burning  issue  to  the 
American  pul)lic. 
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GLOBAL  EVANGELISM  RIDES  AGAIN:  HOW  TO  PROTECT  HUMAN 
RIGHTS  WITHOUT  REALLY  TRYING  ( EXCERPTS) •  ERNST  B.  HAAS 

The  Adminiitntion  seeks  to  protect  and  promote  human  righU 
in  a  very  heterogeneous  world,  a  world  of  rich  and  poor,  socialist  and 
capitalist.  Hindu,  Muslim,  Christian  and  atheist,  pluralist  and  totali- 
tarian. A  right  can  be  considered  generally  accepted  if  govemmenU 
commit  themselves  to  its  observation  in  a  solemn,  legally  binding 
fashion.  One  evidence  of  such  a  commitment  is  the  act  of  ratifying 
the  nuin  convenUons  in  which  these  rights  are  defined.  A  right  can 
be  considered  intemationaUy  accepted  if  a  large  minority  of  states 
have  ratified  the  text. 

We  have  the  needed  data  for  140  stotes.*®  We  have  divided 
them  into  groups  so  u  to  capture  two  dimensions  of  interest:  the 
place  of  civil  and  political  righU  of  individuals  in  the  national  insti- 
tutional order  and  commitment  to  policies  involving  the  economic, 
aocial,  and  cultural  rights  applicable  to  groups  and  to  individuals.  The 
classification  of  commitment  is  based  on  generally  avaUable  data  con- 
cerning each  of  these  countries. 

Our  first  classification  is  based  on  the  question  "how  open  are 
the  poUtical  institutions?"  PoUties  are  classified  as  competitive,  semi- 
compeUUve.  non-competitive,  and  totalitarian.  (1)  In  a  competitive 
pobty.  groups  and  individuals  are  able  to  dissent  from  official  policy, 
and  may  freely  organise  to  do  so  as  long  as  they  use  peaceful  and 
nonviolent  means.  They  way  exercise  freely  their  right  to  speak, 
write,  listen,  organize,  advocate,  and  vote.  Ck)mpetitive  polities  con- 
duct regular  and  honest  elections;  government  changes  hands  peacn- 
ft'Uy  as  a  result  of  such  elections.  DissidenU  are  not  repressed.  (2)  In 
a  9emi<ompetitiv€  polity,  dissidents  are  permitted  to  express  them- 
selves within  a  circle  of  oligarchic  rulers,  and  may  not  suffer  repres- 
sion even  outside  such  a  circle  as  long  as  they  do  not  push  too  hard 
and  are  unlikely  to  prevail.  Some  political  competition  is  allowed  by 
means  of  manipulated  and  supervised  debate  and  voting  within  of- 
ficial parties,  though  unsupervised  rival  parties  are  not  allowed. 
Elections  occur,  but  they  are  usually  rigged  and  do  not  always  follow 
any  constitutional  schedule.  CoopUtion  is  widely  practiced  by  the 
oligarchy  in  control  of  the  .sUte.  Government  changes  hands  often  as 
a  result  of  an  extra-constitutional  coup.  In  other  instances  supreme 

^*rh«  following  countriei  were  excluded  from  the  lurvey:  Papua  New 
Guinea.  Tonga,  Qatar.  Bahrein,  Maldivea,  Djibouti,  Comoroa,  Solomon  klanda. 
B«li£»,  8t  Tom*  and  Principe,  Rhodeiia,  Cape  Verde  Islands,  Seychelles,  Angola, 
Samoa,  Nauru.  In  some  cases  descriptive  data  were  not  available,  and  in  othen 
Indepandcnce  was  so  recent  aa  not  to  allow  time  for  the  ratification  of  treaties. 

•I«n.rlht,..l  ,.,.,„,i~s|,.,  II,  i~  rr,„^l  1!  (;|„li,.l  Rv„Mi:rlls,„  HM.-s  VKnln  .  How  to 
I  r..f.ri  ||,H„,,M  Uiclit-  With..  It  l;.  Mlh  lr>ii,t-  li.Tkrlr.v  Cillf  .  I„sliliilr  .,f  Iiit.Tiintloiinl 
stu.  l...  I  iii_,,T-<li>  ..t  <  ,ili(..rni,i  |,|,   id  17.        .f.i    ,  IN.lirv  I'ni»Ts  tii  Infrnutlonal 
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WHO  ACCEPTS  WHICH  RIQHTSt 


power  ii  exerciied  by  a  herediUury  ruler  and  his  supporters  in  the 
bureaucracy.  The  armed  forces,  as  an  institution,  sometimes  preside 
over  a  semi-competitive  pohty,  again  often  in  collaboration  with 
civilian  allies.  Repression  is  practiced  selectively.  (3)  A  non  competi- 
tiv*  polity,  however,  practices  indiscriminate  repression.  No  scope  is 
allowed  to  any  dissident  forces.  All  political  power  is  monopolized 
by  the  ruler  or  the  single  party.  Elections  ate  rituals  of  popular  ac- 
clamation, not  choices  among  competitors  for  office.  However,  if 
groups  and  individuals  simply  lead  their  private  lives  and  do  not 
challenge  the  powers  that  be  they  are  left  to  themselves.  (4)  In  a 
totalitarian  polity,  by  contrast,  enforced  participation  in  the  official 
program  is  the  norm.  Not  only  is  there  no  tolerance  for  dissidents, 
but  everybody  is  expected  to  join  organizations  and  participate  in 
whatever  is  decreed  to  be  the  policy.  Opting  out  of.  the  collective 
effort  by  way  of  withdrawal  into  privatism  is  not  possible.  Repres- 
sion is  fully  institutionalized  through  appropriate  police  arrange- 
ments and  the  legal  code.  Changes  of  government  occur  as  a  result  of 
arrangements  within  the  top  ranks  of  the  ruling  party ;  no  totalitarian 
regime  has  yet  been  overthrown  as  a  result  of  a  coup,  though  non- 
competitive regimes  often  suffer  this  fate. 

The  United  States  faces  a  world  in  which  just  over  one-third  of 
mankind  lives  in  competitive  polities!  Promoting  human  rights  im- 
plies a  willingness,  in  principle,  to  work  on  improving  the  lot  of  the 
remaining  two-thirds.  The  task  looks  like  this: 


Table  1 


INCIDENCE  OF  REPRESSIVE  POLITICAL  INSTITUTIONS 


Political 
Inatitutiona 


Percent  of 
Worid  Population  (1973) 


of  Statea(1977) 


Number 


Competitive 
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Non-com  petitive 
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41 


31 
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a  AMERICAN  PORBION  POUCY  AND  HUMAN  RIGHTS 

Our  Mivey  of  the  global  icene.  the  meaning  of  human  righU. 
and  the  frail  commitment  to  their  promotion  has  thrown  doubt  on 
the  fMubUity  of  a  cooaiatent  policy  on  the  part  of  the  United  SUtea. 
To  work  energeticaUy  and  consiatently  for  the  perfection  of  human 
righta  in  two-thirda  ot  the  world's  countries  implies  a  willingness  to 
mount  another  cruaada  for  democracy.  Our  former  crusades  failed  to 
capture  and  secure  the  Holy  Sepulchre.  The  cosU  of  trying,  despite 
the  well-known  penchant  of  the  American  people  for  a  moral  foreign 
policy  tnie  to  the  historical  miaaion  of  American  nationalism,  have 
baen  wvere,  and  the  recurring  waves  of  disenchantment  have  caused 
periodic  agonizing  reappraisals  of  domestic  policy  priorities.  They 
also  cost  Lyndon  Johnson  the  presidency. 

The  argument,  now  turns  to  a  different  point.  I  suggest  that  an 
«nerfetic  policy  ol  promoting  human  rights  abroad  i$  not  a  moral 
poiiey.  I  shall  argue  that  moat  of  the  means  available  for  the  promo- 
tion of  human  rights  are  blunt  and  undiscriminating  and  that  they 
may  do  more  harm  than  good.  I  shall  also  argue  that  among  the 
various  and  equaUy  moral  objectives  of  American  foreign  poUcy,  the 
protection  of  human  rights  cannot  be  given  priority  without  serious- 
ly sacrificing  some  other  end.  The  measure  of  morality  is  not  the 
loud  espousal  of  strongly  held  beliefs,  but  the  principle  of  propor- 
tionality between  ends  and  means,  the  principle  of  weighing  compet- 
ing but  legitimate  ends  and  choosing  the  most  moral  among  them  for 
priority  attention,  while  doing  the  least  harm  to  nations,  groups,  and 
individuals  who  may  get  in  the  way. 

WHAt  IS  THE  CARTER  FOREIGN  POL  CY? 

'This  administration  has  excellent  objectives,  conrc^ponding  to 
admirable  intentions.  But  foreign  policy  is  not  a  matter  of  objectives; 
it  is  a  matter  of  strategy -the  interconnection  between  an  overall 
conception,  a  set  of  objectives,  and  specific  policies."*®  That  is  the 
crux  of  the  matter.  The  objectives  include  the  continuation  of 
detente  with  the  Soviet  Union,  strategic  anns  control  and  nuclear 
non-proliferation,  limiting  the  diffusion  of  conventional  armaments, 
making  progress  toward  a  "new  international  economic  order"  favor- 
ing the  developing  countries  by  means  of  multUateral  arrangemente, 
eliminating  white  domination  in  Africa,  making  peace  between  Israel 

*^SUnl«>y  Hofrmann,  "T>ie  HeU  of  C<H>d  Intentions."  Foreign  Policy  29 
(Winter  1977-78)  3,  if  j' 
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and  the  Arab  states,  and  promoting  human  rights.  The  policies  which 
constitute  the  means  for  attaining  these  objectives  are  the  same  as 
those  practiced  by  any  other  administration:  rewarding;  and  offering 
incentives  to  your  friends  and  allies,  or  treating  them  with  benign 
neglect;  persuading  and  threatening  your  enemies,  or  rewarding  them 
for  approved  behavior.  The  way  this  is  done  remains  constant:  give 
or  withhold  foreign  aid,  raise  or  lower  barriers  to  trade,  promote  or 
end  ''special  relationships,*'  establish  or  interrupt  normal  diplomatic 
contact,  protest  or  praise  the  policies  of  others,  either  privately  or  in 
a  splashy  public  forum. 

The  trouble  is  that  the  policies  are  only  as  good  as  the  objec- 
tives they  are  supposed  to  serve,  and  the  objectives  are  not  mutually 
consistent  unless  they  are  ranked  and  ordered  in  terms  of  their 
importance  to  the  United  States.  Ranking  and  ordering  calls  for  an 
''overall  conception,'*  a  generalized^  future  state  of  affairs  toward 
which  these  objectives  are  supposed  to  move  the  country  and  the 
world.  Depending  on  what  that  conception  is,  detente  might  take 
pnonty  over  new  economic  agreements,  or  the  new  economic  order 
might  take  priority  over  Africa  and  the  Middle  East.  If  human  rights 
were  to  take  first  place,  they  would  make  the  attainment  of  most  of 
the  other  objectives  quite  impossible.  But  if  they  do  not  take  first 
place,  where  do  they  fit  in  the  scheme  of  things?  Since  the  Carter 
Administration  has  no  overall  conception,  it  is  impossible  to  tell. 
Quite  rightly,  Stanley  Hoffmann  entitles  his  analysis  of  this  state  of 
affairs  as  ''the  hell  of  good  intentions." 

How,  then,  does  the  Administration  describe  its  human  rights 
policy?  "The  Carter  Admmistration,"  says  the  Department  of  State, 

has  made  an  active  concern  for  human  rights  throughout  the 
world  a  central  part  of  US  foreign  policy.  ...  A  positive  policy 
offers  hope  to  those  whose  rights  have  b**en  denied.  It  also 
serves  the  national  interest  by  reasserting  American  ideals  as 
the  foundation  of  our  forei|;n  policy,  encouraging  respect 
amoMt?  nations  for  the  rule  of  law  in  international  affairs,  and 
rebuildmg  domestic  consensus  in  support  of  our  foreign 
policy. 

Kven  though  this  statement  does  not  make  quite  clear  whether  the 
national  nterest  consists  in  creating  respect  for  law  abroad  or  appeal- 
ing? to  a  constitut*ncy  at  home,  the  rij^hts  of  interest  to  the  United 
Statics  are  those  enshrined  in  "our  historical  documents*'  and  in  the 

*'^U  8  IVpartnu  nt  of  State,        (January  1978). 
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m^jor  international  texU  reviewed  ^bove  (none  of  which  has  been 
ntified  by  the  United  Sutet  to  date).  But  more  specifically  they  are: 

Freedom  from  arbitrary  arrest  and  impriso  nent,  torture,  un- 
fair trial,  cruel  and  unusual  punishment,  and  invasion  of  pri- 
vacy; Rights  to  food,  shelter,  health  care  and  education;  and 
Freedom  of  thought,  speech*  assembly,  religion,  press,  move- 
ment, and  participation  in  government.^ 

In  short,  the  United  States  is  committed  to  the  promotion  of  the 
rights  of  the  individual  enshrined  in  the  U.  S.  Bill  of  Rights  and  to  a 
few  selected  economic  and  social  rights.  How  does  this  policy  fit  into 
the  other  objectives  of  the  Administration? 

The  US  is  seeking  to  integrate  human  rights  considerations  into 
its  bilateral  and  multilateral  relationships  as  a  key  element  in 
decisionmaking.  Other  factors,  including  security  and  economic 
interests,  continue  to  be  important  in  defining  our  policy.  We 
wish  to  develop  a  policy  permitting  a  case-by -case  approach  to 
improve  human  rights  situations  in  the  most  effective  way  pos- 
sible. This  policy,  while  concerned  with  progress  on  the  full 
range  of  human  rights,  will  continue  to  recognize  differences 
among  countries.'^ 

Are  the  ''other  factors'*  more  or  less  important  than  human  rights? 
Does  a  "case-by^rase'*  approach  suggest  that  human  righU  will  be 
addressed  only  if  more  important  objectives  are  not  jeopardized  by 
doing  so?  Or  does  it  mean  that  only  cases  involving  our  enemies  will 
be  Uken  up?  What  is  the  'most  effective  way?**  Quiet  diplomacy, 
the  UN  comp!aint  procedure,  or  the  Belgrade  Conference  on  the 
Helsinki  Treaties?  How  can  the  "full  range**  of  human  rights  be 

^*/bid.  Periodic  commenU  by  Secretary  of  SUi«  Cyrug  Vance  suggest  that  no 
conaittent  an-^  lyttematic  campaign  is  intended,  nnuch  to  the  chagrin  of  some 
domestic  champions  of  international  human  righU  On  April  30.  1977.  Vance 
said  that  "a  lure  formula  for  defeat  of  our  goals  would  be  a  rigid,  hubristic  at 
tempt  to  impose  our  values  on  others.  .  .  A  doctrinaire  plan  of  action  would  be 
as  damaging  as  indifference''  {New  York  Times,  May  18.  1977,  p.  14)  Early  in 
February  1978  Vance  ipoke  of  **tentative  resultf**  achieved  by  the  policy  in 
easing  repression  in  some  countries  and  reaffirmed  that  human  rights,  because  of 
the  Carter  Administrj^tion*s  emphasis,  has  becoi'^e  '*a  major  theme  of  discussion*' 
in  international  organixations  {San  Francisco  Chronicle.  February  5,  1978, 
p.  16).  At  the  same  time,  stories  from  Washington  suggest  that  the  Administra- 
tion is  tired  of  the  campaign  and  wishes  to  downgrade  't.  and  reported  to  Co:.- 
greu  very  reluctantly  on  the  oxtcnt  of  human  rights  violations  among  countries 
receiving  U.  S.  aid  {New  York  Timea,  February  10.  1978.  p  A14) 
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covered  if.  as  we  saw,  these  rights  are  mutually  contradictory  anH 
often  conflict  with  established  American  law  and  practice?  If  we 
"recognize  differences  among  countries."  do  we  put  uressure  only  on 
nations  who  already  practice  democracy  or  on  those  who  do  not? 
Only  the  actual  record  of  the  Administration  in  implementing  these 
commitments  can  answer  these  questions. 

METHODS  OF  INFLUENCE  AND  THEIR  EFFECTIVENESS 

Supposing  that  the  Administration  were  serious  about  system- 
atically working  for  the  improvement  of  human  .ghts  everywhere  in 
the  worid,  what  methods  of  influencing  unwilling  foreign  govern- 
ments does  it  have  at  its  disposal?  The  methods  include  private 
remonstrances,  pubUc  denunciations,  appeals  to  intemati  nal  or- 
ganizations, and  coercive  measures-cutting  aid.  restricting  trade  and 
clandestine  or  overt  military  force.  All  have  been  used  in  the  past, 
with  very  mixed  results. 

Making  unpublicized  protests  against  specific  practices  is  the 
most  commonly  used  method.  It  is  also  the  method  preferred  by  pro- 
fessional diplomaU  and  by  Henry  Kissinger.  Washington,  if  no 
grandiloquent  statement  of  principled  intention  is  first  announced, 
has  the  opUon  of  when  and  where  to  protest.  Since  the  lack  of 
publicity  means  just  that,  we  have  no  complete  public  record  of  such 
diplomatic  protests.  This  protects  the  protesting  officials  against 
charges  of  faUure  and  saves  the  target  povemment  the  embarrassment 
of  having  to  acknowledge  American  intervention  and,  possibly,  com- 
pliance with  It.  It  is  said,  for  instance,  that  such  protests  l)rought 
about  the  emigration  of  35,000  Jews  from  the  Soviet  Union,  a  figure 
which  was  cut  sharply  as  soon  as  protests  became  public  and  were 
linked  m  the  U.  S.  Senate  with  restrictions  on  trade  with  thf  Soviet 
Union.  In  any  event,  such  protests  have  been  recognized  as  a  legiti- 
mate exercise  of  the  law  of  humanitarian  intervention  for  a  long 
time.  They  have  often  led  to  the  release  from  prison  of  individuals, 
the  cessation  of  specific  acts  of  persecution,  and  the  j^rantinj;  of  for- 
eign asylum  to  political  leaders  opposing  a  given  government.  If  the 
Carter  Administration  confined  its  policy  to  this  methud  there  would 
Ih?  no  occasion  to  offer  these  comments.  Making  quiet  protests  is  an 
act  of  commissio»i  free  from  the  problems  to  l)e  analyzed  furtiier. 

Protest  r.in  also  be  made  publicly,  by  "speaking  out**  as  the 
Carter  Administration  is  fond  of  doing.  This  can  still  be  confined  to  a 
bilateral  exchange:  the  offending  government  is  made  the  subject  of 
a  remark  in  a  .speech  or  a  press  conference,  or  it  is  mentioned  ad- 
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venely  in  a  report  to  Congrew.  Public  protest,  of  coune,  can  be  ac- 
companied by  private  remonstrances  by  the  U.  S.  AmbMsador  in  the 
offending  country.  This  was  done  during  1977  in  order  to  stop  tor- 
ture and  illegal  detenUon  in  South  Korea,  the  Philippines,  and 
Argentina,  among  others.  The  negative  implications  of  this  approach 
were  clearly  illustrated  in  the  case  of  Panama:  opponenU  of  the 
Fanama  Canal  trraties  and  political  exiles  from  Panama  made  an  issue 
over  the  repressive  nature  of  the  Torrijos  government,  while  the  De- 
partment of  State  then  sought  to  soft-pedal  the  issue. 

Going  public  can  be  done  with  even  more  splash  by  appealing 
to  an  international  organization  or  other  multilateral  forum.  One  cur- 
rent examine  is  the  discussion  of  human  rights  in  the  Belgrade  meet- 
infs  reviewing  the  Helsinki  agreements.  Since  more  is  at  stake  there 
than  the  relaxation  of  repression  in  Eastern  Europe.  American  dele- 
gates had  to  decide  to  what  extent  they  would  harp  on  human  righU 
violations.  Their  task  was  not  made  easier  by  the  Soviet  response 
which  sought  to  link  the  introduction  of  the  human  rights  issue  w'th 
a  revival  of  the  Cold  War. 

Appeals  to  international  organizations  are  subject  to  all  the 
vagaries  discussed  above  and  raise  the  issue  of  the  double  standard  on 
human  righU  questions.  The  United  States  has  thus  been  singularly 
unsuccessful  in  getting  the  United  Nations  to  include  on  its  agenda 
human  rights  violations  considered  serious  in  Washington.  It  has  been 
equaUy  unsuccessful  in  deleUng  from  the  agenda  situations  not  con- 
sidered serious  by  American  diplomats,  such  as  the  case  of  Israel.  But 
thingi  are  somewhat  different  in  the  Organization  of  American 
5^tates.  Its  Inter-Amehcan  Commission  on  Human  Rights  is  a  body 
made  up  of  independent  experts.  The  United  SUtes  has  been  able  to 
support  the  work  of  the  Commission  in  investigating  and  airing  vio- 
lations, and  in  putting  the  collective  pressure  of  publicity  on  the  of- 
fending government.  This  method  brought  results  in  the  cases  of 
Chile  and  the  Dominican  Republic;  it  did  not  work  when  applied  to 
Cuba  and  Paraguay. 

Coer  '  measures  on  behalf  of  human  rights  have  rarely  be?n 
used  in  th^  ^t,  though  liiey  are  prominently  featured  by  the  Carter 
Administration.  The  simplest  way  of  applying  coercive  pressure  is  to 
cut  or  eliminate  /oreign  aid.  In  the  case  of  military  aid,  or  govern- 
ment-sanctioned eales  of  military  equipment  (usually  provided  on 
credit),  a  foreign  government  highly  dependent  on  such  supplies  may 
be  forced  to  mend  its  ways,  at  least  for  a  while.  It  is  difficult  to  find 
striking  examples  of  the  successful  application  of  this  kind  of  pres- 
sure because  the  United  States  has  r  wer  followed  such  a  line  for  a 
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sufficient  length  of  time.  Moreover,  if  the  United  States  stops  a  sale, 
France,  Britain,  or  West  Germ&ny  can  always  jump  into  the  opening^ 
not  to  mention  the  Soviet  Union*  That  happened  when  Washington 
stopped  military  aid  to  Ethiopia  and  South  Afirica.  Cutting  economic 
aid  is  still  more  difficult,  because  it  is  not  the  offending  government 
which  is  punished,  but  its  needy  population.  The  method  worked 
when,  in  1948,  Washington  cut  off  aid  to  Holland  to  force  the  Dutch 
government  to  grant  Indonesia  the  right  of  national  self-determina* 
tion.  The  Carter  Administration  has  declared  that  it  will  not  use  eco* 
nomic  cad  as  a  means  of  pressure,  though  it  has  actually  done  so  in 
Uganda.  Ethiopia,  and  the  Central  African  Empire. 

Congress,  in  the  enthusiasm  of  som^  of  its  members  to  use  for- 
eign aid  as  a  lever  for  pushing  human  rights,  discovered  during  1977 
that  there  has  been  a  steady  trend  away  from  bilateral  toward  multi- 
lateral grants  and  loans.  Economic  aid  is  being  given  increasingly  by 
the  World  Bank,  the  International  Monetary  Fund,  the  UN  Develop- 
ment Program  and  such  regional  institutions  as  the  Inter-American 
Development  Bank.  Can  these  institutions  be  used  to  coerce  govern- 
ments to  stop  violating  hum^n  rights?  In  the  past,  the  United  States 
had  on  occasiOii  justified  its  opposition  to  extending  multilateral  aiH 
to  Cuba  on  the  grounds  that  such  aid  would  abet  the  continued  vio- 
lation of  human  rights.  The  House  of  R«*presentatives  adopted 
legislation  in  1977  which,  had  it  been  passed  by  the  Senate,  would 
have  compelled  U.  S.  delegates  to  aid-giving  institutions  to  vote 
again.^t  economic  projecu  aiding  states  in  violation  of  human  rights 
standards.  The  State  Department  opposed  the  legislation  and  Presi- 
dent McNamara  of  the  World  Bank  announced  that  U.  S.  contribu- 
tions "tied**  in  such  a  (a&hion  were  unacceptable.  Multilateral  aid.  in 
short,  can  be  used  as  a  method  (or  promoting  human  rights  only  if  a 
sufficient  number  of  countries  sides  with  the  U.  S.  Moreover,  to  the 
extent  that  foreign  lending  is  handled  by  private  banks  and  corpora- 
tions such  assistance  to  economic  development  also  escapes  this  form 
of  leverage. 

That  leaves  trade  embargoes  and  armed  force.  Tho  imposition  of 
a  trade  emlwrgo  against  Cuba  simply  drove  that  country  more 
tightly  into  th'^  Soviet  embrace,  without  doing  a  thing  for  human 
rights.  However,  the  banning  of  sugar  imports  from  the  Dominican 
Republic  in  1961  did  have  the  desired  effect  of  temporarily  stopping 
political  repression  in  that  country.  Unfortunately  for  the  Adminis- 
tration, there  are  few  countries  in  the  world  as  dependent  as  the 
Dominican  Republic,  and  therefore  as  susceptible  to  this  method  of 
pressure.  No  country  has  ever  used  its  armed  forces  to  compel 
another  to  respect  human  rights  only,  though  this  objective  has 
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sometimes  been  included  among  othor  objectives  when  armed  inter- 
venUon  was  undertaken,  as  the  United  States  die"  in  1966  in  the  Do- 
minican RepubUc.  The  United  SUtes,  along  with  aU  other  industrial- 
ised countries,  has  resolutely  refused  to  consider  armed  action  to 
protect  human  righU  in  South  Africa,  though  it  observes  the  UN- 
ordered  embargo  on  arms  skles.**  On  the  other  hand,  clandestine 
armed  force  has  occasionally  been  used  for,  and  against,  govemmenta 
involved  in  human  rights  controversies.  Thus,  CIA  involvement  was 
widely  suspected  in  the  installation  of  the  repressive  Greek  military 
regime  in  1966.  CIA  involvement  in  the  overthrow  of  the  Allende 
government  is  established,  though  it  cannot  be  proven  that  the  U.  S. 
planned  to  instaU  the  extremely  repressive  Pinochet  government  in- 
stead. It  is  clear  in  both  cases  that  clandestine  force  was  used  so  as  to 
result  in  violations  of  human  rights.  However,  the  U.  S.  also  gave 
clandestine  support  to  regimes  using  force  to  protect  themselves 
agatnst  the  repressive  designs  of  their  domestic  opponents.  This  oc- 
curred in  Venezuela  during  the  1960's  and  in  Portugal  in  1975.^3 

How  effective  have  the  methods  been  since  the  Carter  Adminis- 
traUon  took  office?  Our  account  is  necessarily  incomplete,  because 
we  have  no  way  of  assessing  the  private  protests  which  may  have 
been  launched,  and  it  is  confined  to  events  during  1977.  The  Depart- 
ment of  SUte  says  that  "the  Administration  hco  undertaken  diplo- 
matic mitiatives  with  many  countries,  urging  improvement  in  human 
rights  conditions.  We  seek  to  encourage  and  assist  those  governments 
that  have  taken  forthright  steps  toward  improving  human  rights."^^ 
There  is  no  indication  of  what  thrrre  measures  of  positive  reinforce- 

22unti|  advent  of  the  Carter  Administration,  the  U  S  had  not  complied 
with  the  UN  ordered  total  trade  embargo  directed  against  Rhodesia  Neither  had 
most  other  chrome  importing  countries,  including  the  Soviet  Union 

'^^hese  pr  ices  highlight  the  conundrum  of  international  human  rights 
policie.  pursues  by  unflater.1  measures  In  Chile,  the  Allende  government  was 
promoting  the  econom  c  and  social  ri^hu  of  the  peasantry  and  the  workers  at 
the  fxpeme  of  the  righU  of  the  middle  classes  The  CIA.  .n  undoing  the  results 
ofa  democratic  election,  was  also  indirectly  supporting  the  human  rights  of  a 
•egment  of  Chile  ,  population  In  Vene^uela.  support  for  the  AD  government 
had  the  result  of  protecting  the  civil  and  political  rights  of  groups  as»<iciated 
with  the  regime  against  the  civil  and  political  rights  of  the  left  winn  lerrorisU 
who  suffered  torture  and  illegal  detention  (and  who  were  trained  and  sup|)orted 
by  Cuba).  What  does  one  do  when  inlen-ention  has  to  result  in  somebody's 
enjoying  rights  at  aomeon*  else's  expense'' 

24 

Gttl.,  The  Adminutration  sent  to  the  Senate  for  ratification  the  two  UN 
CovenanU.  the  Genocide  Convention,  and  the  ConveiAion  on  Racial  Discriin.na. 
t»on.  Pmident  Carter  also  signed  the  Americnn  Convention. 
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ment  and  reward  have  been  On  a  bilatc^ral  basis,  the  Department 
notes  that  the  reduction  or  halting  of  military  aid  is  the  main  mode 
of  action,  while  economic  aid  is  to  serve  those  who  need  it  most. 

Over  fifty  countries  were  singled  out  for  public  criticism  by  the 
United  States  during  1977.  In  a  few  cases  the  complaints  took  the 
form  of  statements  by  the  President  or  the  Secretary  of  State.  In  the 
case  of  the  Eastern  European  countries  the  forum  for  denunciation 
was  the  Belgrade  Conference.  The  bulk  of  the  criticism  was  expressed 
in  the  two  reports  sent  by  the  State  Department  to  Congress  in  con- 
formity with  legislative  provisions  that  military  aid  might  be  denied 
to  violators  of  human  nghts.  Twelve  countries  were  subsequently 
mentioned  as  having  improved  their  record  by  releasing  some  prison* 
ers,  permitting  some  dissidents  to  emigrate,  or  promising  to  hold 
elections  some  time  m  the  futurt?:  Argentina,  Haiti,  Indonesia, 
the  Philippines,  Uruguay.  South  Korea,  ¥  ^ay,  Yugoslavia,  Brazil, 
Equador,  Chile,  and  East  Germany.  In  no  cuse  was  it  maintained  that 
the  overall  repressive  character  of  these  regimes  had  been  altered. 
Who  among  the  violators  suffered  actual  or  threatened  cuts  in  aid? 
Argentina,  Ethiopia,  Uruguay,  Brazil,  El  Salvador,  Guatemala,  Nica- 
ragua,  Angola,  Mozambique,  Vietnam,  Cuba,  Cambodia,  Laos,  Ugan- 
da, and  Chile  were  mentioned  in  various  releases  of  the  Department 
of  State.  The  list  is  curious  in  many  respects.  Angola,  Mozambique, 
Vietnam,  Cuba,  Cambodia,  Lpaos,  and  Uganda  were  not  receiving  any 
aid  m  the  first  place,  though  negotiations  for  making  them  eligible 
were  going  forward  in  some  instances.  All  the  Latin  American  vic  tims 
except  Nicaragua  announced  their  refusal  to  seek  or  accept  U.  S.  aid 
iK'fore  action  was  taken  in  Washington.  Ethiopia's  share  of  aid  was 
eliminated  for  a  vanety  of  reasons  having  little  to  do  with  human 
rights/^^ 

The  Administration  also  moved  on  the  multilateral  front. 
U.S.  dele^at^  to  the  UN,  AUard  Lowensteiri,  sought  to  include 
Soviet  persecution  oi  dissidents  on  the  agenda  of  the  UN  Coniniis- 
sum  on  Human  Rights  and  also  talked  about  Uganda.  Moreover,  he 
said  that  for  the  first  time  m  recent  years  the  Commission's  debate 
was  more  balanced  because  bloc  voting  was  avoided.  Encouraged  per- 
haps by  this  evidence  of  an  alleviation  of  the  double  standard, 

•^^'^This  material  was  collecti>d  on  the  basis  of  all  ovenU  reporUni  in  the  New 
York  TimcH  On  March  7.  1977.  Warron  M  Christopher  and  Patrjcia  Derian  told 
ihv  Senate  Foreign  Aid  Subcommittee  that  cutting  aid  was  not  Ihe  best  way  to 
deal  with  human  rights  violationa.  Instead  they  urged  that  U.  S.  tliplomatic  per- 
soiinel  be  givt»n  f,  -  lal  trainiiii^  in  human  rights  matters  so  as  to  be  betier  able 
to  use  quiet  diplohittcy  and  friendly  pt^rsuasion. 
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Pradident  Cuter  renewed  the  earlier  American  proposal  for  the  crea- 
tion of  the  office  of  a  UN  High  Commiitioner  for  Human  Righto.  He 
uigwl  tht  iMue  of  human  hghU  in  the  Western  Hemisphere  in  the 
meetinp  of  the  OAS  and  worked  to  increase  the  budget  of  the  Inter- 
American  Commission  on  Human  Righto,  while  atiessing  American 
support  of  the  Commission's  investigation  of  repressi-m  in  Chile.  To 
complete  the  story,  mention  should  be  made  of  separate  multi- 
latenl  negotiations  with  South  Africa  and  Rhodesia.  A  group  of 
WeiUm  countries  has  bien  talking  with  South  Africa  about  the 
future  of  Namibia;  the  talks  were  dominated  by  disagreement  as  to 
whether  "the  people'*  of  Namibia  or  one  of  their  liberation  organi- 
tations-SWAPO~6hould  exercise  the  right  of  self-determinaUon. 
British-American  mediation  in  the  Rhodesian  case  was  undercut 
by  the  conclusion  of  an  agreement  between  the  Smith  Government 
and  nationalist  leaden  in  Rhodesia  not  connected  with  the  armed 
liberation  movemento.  The  Administration  sought  to  vest  the  right 
of  self-detennination  in  the  guerrillas;  many  of  the  future  Zim- 
babweans  seemed  to  think  otherwise. 

What  can  we  conclude  from  this  record?  There  hu  been  some 
marginal  improvement  in  behavior  on  the  part  of  a  few  countries. 
Nobody  can  teU  how  permanent  that  change  may  be,  but  past  experi- 
ence  with  similar  waves  of  relaxation  in  repression  strongly  suggesto 
that,  unless  a  regime  changes  basically,  people  released  from  prison 
remain  liable  to  rearrest.  The  skills  of  the  torturer,  though  perhaps 
not  used  for  a  while,  are  not  forgotten.  No  fundamental  change  in 
the  global  human  rights  picture  can  be  discovered.  Moreover,  it  has 
become  very  clear  that  neither  multilateral  discussion  and  censure 
nor  the  manipulaUon  of  foreign  aid  has  been  an  effective  means  for 
persuading  other  govemmento.  And  that  leaves  us  with  quiet  diplo- 
naacy  and  ito  occasional  successes  in  alleviating  the  fate  of  single  vic- 
tims of  repression.  Such  had  been  the  situation  before  President 
Carter  took  office;  it  wiU  be  the  situation  when  he  leaves  it.  The 
question  is:  why  is  this  so? 

WHAT  IS  THE  NATIONAL  INTEREST?  THE  PROBLEM  OF  TRADE  OFFS 

IntemaUonal  politics  is  not  like  the  politics  of  the  American 
civU  righto  movement.  There  is  no  coUecUve  guUty  conscience  about 
past  misdeeds.  The  suffering  of  individuals  and  groups  elsewhere  does 
not  evoke  a  sustained  and  energetic  response.  There  is  no  body  of 
core  values,  no  underlying  acceptance  of  a  clear  norm  which  can 
guide  and  inspire  those  who  fight  for  the  elimination  of  discrimina- 
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tion  and  torture.  There  it  all  too  much  awarenew  that  local  condi- 
tions and  l-)cal  valuaa  differ  and  justify  modes  of  governance  re- 
pugnant to  the  American  tradition.  There  it  no  central  legislature 
which  can  pass  civil  rignto  legislation  and  no  central  police  force  to 
protect  civil  rights  leaden  or  keep  integrated  schools  open.  There  is 
no  Supreme  Court  to  hand  down  a  Brown  v.  Board  of  Education. 
There  are  no  voten  to  punish  those  who  ignore  human  rights  or  re- 
ward those  who  promote  them.  And  none  of  the  international  pro- 
nouncements and  legal  texts  so  far  adopted  goes  any  distance  in  the 
direction  of  creating  such  attitudes  or  institutions.  Nor  can  they  be 
expected  to  do  so.  given  the  realiUeti  of  the  world. 

The  paradoxes  of  making  a  moral  choice  among  competing 
national  interests  are  illustrated  in  seven  cases.  Each  case  raises  the 
question :  which  interest  must  we  give  up  in  order  to  attain  another, 
and  by  how  much?  Each  ea$e  tuggettt  that  there  is  no  clear,  moral, 
con»en»ual  an$wer. 

1.  Is  the  maintenance  of  a  repressive  but  anti-communist  re- 
pme  committed  to  the  economic  betterment  of  its  people  more  im- 
portant than  the  protection  of  human  rights?  The  case  in  point  is 
Argentina.  It  proved  impossible  in  Argentine  poUtics  to  work  simul- 
taneously for  the  improvement  of  the  working  class,  a  stable  price 
level,  continued  investment  in  the  industrial  sector,  and  the  preserva- 
Uon  of  a  competitive  political  system.  The  opposing  forces  of  Argen- 
tine society  were  too  strong  and  too  anUgonistic  to  accept  any  com- 
bination of  these  options,  and  when  deflationary  policies  were 
chosen,  portions  of  the  Marxist  Left  unleashed  a  bloody  civil  war 
intended  to  introduce  the  dictatorship  of  the  proletariat.  The  Right 
struck  back  in  kind,  and  the  current  repressive  regime  represents 
some  of  iu  interests.  If  we  put  pressure  on  Argentina  the  Left  will 
gain,  and  if  it  comes  to  power  it  will  quickly  suppress  the  human 
rights  of  its  erstwhile  opponents.  If  we  leave  Argentina  alone,  the 
Right  may  succeed  in  stimulating  economic  growth  once  more  and 
thus,  eventually,  satisfy  some  of  the  economic  demands  of  the  work- 
ing class.  Human  rights  will  be  violated  in  either  event. 

2.  »s  the  gradual  transformation  of  a  repressive  but  anti-com- 
munist regime,  committed  to  the  economic  betterment  of  its  people, 
more  important  than  the  protection  of  human  rights?  The  case  is 
Brazil.  Brazil  has  taken  longer  and  firmer  strides  into  the  modem  era 
under  the  military  regime  in  power  since  1964  than  in  iU  entire 
history.  During  that  period  civil  liberties  have  been  curtailed  and 
the  working  class  has  been  denied  gains  in  living  standards.  Unlike 
Argentina,  hrwever.  Brazil  never  had  a  faltering  tradition  of  demo- 
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mtic  governance.  A  sudden  reintroduction  of  civil  and  political  free- 
dom may  force  changes  in  the  successful  economic  policies  pursued 
by  the  dicUtors,  because  the  people  to  be  enfranchised  may  compel 
the  choice  of  inflationary  policies  which  would  undo  the  gains  of  the 
last  decade.  Which  is  worse:  continued  poverty  or  the  curtailment  of 
individual  freedom?  Which  makes  more  sense:  stigmaUzing  the 
government  of  Brazil  in  public  or  quietly  encouraging  it  to  gradually 
relax  repression? 

3.  Is  the  maintenance  of  a  pre-modem  regime,  uninterested  in 
women's  rights  or  unemployment  benefite  for  sheepherders,  more 
important  to  the  United  States  than  urging  that  regime  to  become 
modem?  The  situation  is  typical  of  much  of  Asia-for  instance,  in 
Saudi  Arabia.  An  insistence  on  the  adoption  of  human  rights  con- 
sidered consensual  in  the  West  implies  a  desire  to  impose  one  culture 
on  another.  Is  it  not  more  moral  to  permit  the  rulers  of  such  a  coun- 
try to  choose  their  own  way  into  modernity?  Or  to  reject  it  al- 
together? The  rapid  modernization  of  Saudi  Arabia  can  be  con- 
sidered to  be  a  national  interest  of  the  United  SUtes  only  if  one 
wishes  to  make  the  world  safe  for  mulUnational  corporations  and 
countervailing  air  power. 

4.  Is  the  support  of  a  repressive  regime  which  is  selling  us 
stratefic  commodities  more  important  than  the  democraUzation  of 
that  regime?  Consider  Zaire.  lU  government  is  in  the  hands  of  a 
dicUtor  whose  control  over  Kis  own  huge  country  can  only  be  main- 
tained with  the  help  of  foreign  troops.  The  citizens,  to  the  extent 
that  they  are  conscious  of  living  in  a  place  called  Zaire,  have  never 
enjoyed  any  political  or  economic  righto.  A  relaxation  of  repression 
would  surely  trigger  various  secessionist  movemento,  no  more  com- 
mitted to  human  rights  than  General  Mobutu.  In  the  meantime, 
Zaire  seUs  the  West  various  needed  primary  commodities,  from  which 
the  bulk  of  the  local  population  may  eventually  get  some  economic 
benefit.  In  such  a  setting,  is  it  moral  to  punish  the  government  for 
not  observing  human  rights? 

6.  Which  is  better:  holding  out  for  individual  freedoms,  agree- 
mg  to  the  primacy  of  collective  rights  in  the  hope  that  this  may 
lead  to  economic  betterment,  or  doing  nothing?  Take  the  case  of 
Algena.  Ito  socialist  government  does  not  allow  political  opposition 
and  insiste  that  one-party  rule  ensures  the  coUective  rights  of  nation- 
al self-determination,  racial  equality,  and  sUte  control  over  natural 
resources.  It  has  also  ctiosen  economic  policies  which  may  eventually 
lead  to  a  wealthier  and  healthier  Algeria.  Do  we  applaud  the  commit- 
ment to  collective  rights  which  serves  as  a  cover  for  oppressing  the 
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individual^  <'ven  though  that  commitment  may  lead  to  a  mure  pros- 
perous future  for  individual  Algerians?  Perhaps  morality  consists  of 
doing  nothing. 

6.  Which  is  more  important:  putting  pressure  on  a  stable  re- 
pressive regime  committed  to  certain  harsh  policies  of  social  change 
which  would  be  jeopardi;a^  by  democracy,  or  leaving  such  a  regime 
alone  because  it  also  plays  an  important  role  in  maintaining  world 
peace?  China  and  Egypt  illustrate  the  ooint.  Neither  is  in  the  least 
committed  to  the  protection  of  human  rights.  While  Egypt  might 
buckle  under  American  pressure,  at  least  temporarily,  China  would 
not.  In  any  i^ent,  American  policy  with  respect  to  the  maintenance 
of  peace  in  East  Asia  and  in  the  Middle  East  depends  very  heavily  on 
correct  relations  with  both.  One  cannot  be  sure  that  leaders  in  Peking 
and  Cairo  would  continue  to  collaborate  with  Washington  in  favoring 
policies  of  military  disengagement  if  the  Carter  Administration  also 
sought  to  stigmatize  them  as  torturers,  wardens  of  labor  camps,  and 
police  spies. 

7.  Finally,  which  is  more  important:  arms  control  and  halting 
the  spread  of  nuclear  weapons  or  protecting  the  rights  of  dissidents 
in  totalitarian  countries?  The  rulers  of  the  Soviet  Union  have  strong- 
ly hint^  that  Washington  cannot  have  it  both  ways.  Protesting  the 
violation  of  human  rights  in  the  Soviet  Union  may  bring  about  the 
emigration  of  another  20^000  or  50,000  people.  Permitting  the 
nuclear  arms  race  to  escalate  will  put  in  mortal  danger  the  lives  and 
health  of  four  or  five  billion.^** 

THE  IMMORALITY  OF  CONFUSIN(]  PRIORITIES 

Some  of  the  greatest  crimes  against  individual  human  nghts 
have  bi^en  committed  by  those  who  claim  to  incorporate  the  col- 
lective right*  of  peoples  and  nations  and  classes -by  those  who  claim 
to  be  leading  their  followers  to  the  Utopia  of  equality  and  fraternity 
by  shooting  and  exihng  their  opponents.  Almost  every  national  lib- 
eration movement  which  has  led  its  supporters  to  political  indepen- 

^^Testimuny  by  Marshall  D  Shulman  before  the  House  Cummittof  Inter- 
national  Kelatiom  (U  S  Department  of  Slate,  ^iaU^mcrxi,  October  26.  1977. 
pp  6  7)  does  little  to  clear  the  matter  up.  Shutman  argued  that  "although  the 
human  rights  iaauo  has  been  a  source  of  contention  in  U  S. -Soviet  relations,  it 
is  our  hope  that  over  the  longer  run,  it  will  be  seen  to  have  had  constructive  ef- 
fects.*' The  hop*  IS  based  on  the  argument  that  long  tt^rm  reductions  ol  political 
and  military  tensions  can  contribute  to  easing  internal  repression.  Perhaps  so. 
But  then,  should  not  ideological  confrontation  be  avoided  until  after  |)oliticaJ 
tensions  between  the  two  countries  have  actually  been  removed^ 


GLOBAL  EVANOBUSM  RIDES  AGAIN 

d0nc«  in  the  lait  twenty  yews,  with  the  Messing  of  the  United  Na- 
tions, hu  become  a  repiesaive  machine  whose  more  fortunate  vicUms 
seek  asylum  in  the  "capitaliat-racist"  West. 

That  is  a  fact  of  contemporary  life  with  which  even  the  Carter 
Administration  has  to  come  to  terms.  There  is  little  that  can  be  done 
about  it.  unless  a  new  global  crusade  is  to  be  launched.  Such  a  cru- 
sade, of  course,  would  call  into  question  the  success  of  other  inter- 
national priorities:  detente,  military  disengagement  from  the  Third 
Worid,  economic  betterment,  improved  health  and  housing,  environ- 
mental protection,  nuclear  non-proliferaUon,  a  stable  peace  in  vari- 
ous parU  of  the  worid.  The  foreign  leaders  on  whose  cooperation 
these  priorities  depend  are  the  violators  of  human  rights.  We  do  not 
have  to  •neourage  them  with  arms,  words  of  praise,  police  training 
techniques,  or  the  CIA.  But  we  cannot  expect  to  change  their  ways 
with  denunciations  and  the  curtaUment  of  aid  and  trade  unless  we 
are  also  willing  to  ghre  up  on  other  objectives. 

Nor  does  it  help  to  claim  that  our  furst  priority  is  the  creaUon  of 
abetter  worid  order  and  that  the  observance  of  human  rights  is  an 
essential  part  of  such  an  order.  "The  quest  for  human  righU  and  the 
quest  for  worid  order  are  not  identical,"  says  Stanley  Hofftnann: 
Ordinary  worid  order  issues  may  foster  conflict,  the  ultimate 
objective  is  accommodation -compromise  for  survival  and 
progress.  The  iuue  of  human  righU,  however,  by  definition, 
breeds  conftonUtion.  Raising  the  issue  touches  on  the  very 
foundations  of  a  regime,  on  iu  sources  and  exercise  of  power, 
^     citizens  or  subjects.  It  is  a  dangerous  issue-a 
difficult  one  to  manipulate,  because  if  the  Carter  Administra- 
tion does  mean  what  it  says  it  me4in8,  many  other  nations  may 
take  thu  as  an  assertion  of  American  hubris,  an  old  fondness  for 
telhng  others  how  to  mn  their  affairs.  The  subject  of  human 
rights  almost  mevitably  increaseii  tensions  with  our  enemies.  If 
It  js  pursued  very  avidly,  it  diminish the  chances  of  coopera- 
tion on  a  number  of  other  worid  order  issues. ^'^ 

Hence  the  human  rights  issue  cannot  be  used,  as  President  Carter 
suggested  it  should  be  used,  as  a  way  of  relaunching  the  United 
SUtes  as  the  moral  leader  of  mankind. 

Yet  there  may  be  situations  in  which  these  tensions  and  con- 
fronUtions  may  be  accepUble,  where  an  active  policy  of  using 
national  power  to  coerce  a  violator  of  human  rights  is  free  of  the 
probtems  we  examined.  Such  situations  involve  several  ingredientis: 
'"'HoffmMin.  "Th«  H«ll  of  Good  InUntioiu."  pp.  7-8. 
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the  violations  are  particularly  brutai  \nd  widespread;  their  continua- 
tion arouses  the  strong  opposition  of  ^ost  governments;  collective  or 
unilateral  coercive  measures  are  unlikely  to  interfere  with  the  pursuit 
of  other  important  foreign  policy  objectives;  the  use  of  such  mea- 
sures will  not  create  a  bad  precedent  for  the  evolution  of  a  more 
benign  world  order.  The  case  for  a  strong  American  policy  on  behalf 
of  human  rights  in  South  Africa  and  in  Uganda  ought  to  be  ex- 
amined in  these  terms. 

South  Africa.  There  is  no  need  to  sunrniarize  the  racial  and  eco- 
nomic policies  institutionalized  in  South  Africa;  they  are  universally 
condemned  as  very  swious  violations  of  the  human  rights  of  the 
black  and  Asian  m^ohty.  The  United  States  gives  no  forei^  aid  to 
South  Africa  and  maintains  no  military  lUliance  with  its  government, 
but  American  firms  invest  heavily  there  and  are  reluctant  to  pu'^  oat 
merely  because  the  government  i  vepressive.  The  United  States  has 
been  urged  to  add  a  policy  of  eco.  omic  and  financial  discrimination 
to  its  embargo  on  the  sale  of  military  eqt)'  aent  in  c  der  to  put 
pressure  on  Pretoria^  a  policy  which  would  • .  a  change  in  the  con- 
duct of  American  firms  and  investors.  In  all  h.  .  ood,  such  a  policy 
would  not  seriously  interfere  with  the  attainmc<i(  of  any  other  for- 
eign policy  objective.  Massive  economic  warfare  against  South 
Africa  might  very  well  compel  the  Pretoria  government  to  change  its 
ways  because  it  is  very  dependent  on  the  export  of  minerals  to  the 
United  States,  whereas  the  United  States  can  buy  the  same  com- 
modities from  others.  Why  not  enact  such  an  embargo? 

Uganda.  Nor  is  there  a  need  to  enumerate  the  crimes  of  Idi 
Amin.  Unhke  the  case  of  South  Africa,  however,  his  rule  by  mass 
murder  is  not  universally  condemned.  Other  African  states,  inespec- 
tive  of  the  private  sentiments  of  their  leaders,  have  publicly  defended 
Uganda  and  expressed  their  opposition  to  unilateral  or  collective 
sanctions.  They  are  unlikely  to  intervene  actively  in  Uganda.  Hence 
legislation  is  currently  under  discussion  in  the  House  of  Representa- 
tives designed  to  bring  about  the  fall  of  the  Amin  regime  by  means  of 
a  unilateral  American  boycott  on  the  purchase  of  Ugandan  coffee.^ 
It  is  quite  possible  that  such  a  step  would  be  effective.  It  is  equally 
possible  that  it  might  both  arouse  the  active  opposition  of  most 
African  governments  and  lead  to  greater  Ugandai  dependence  on 
Soviet  aid.  In  my  judgment  these  would  be  entirely  acceptable  costs. 

"^^Richsrd  UllmAn.  ''Human  RighU  and  Economic  Power:  The  United  SUtes 
Vertua  Idi  Amin/*  Foreign  Affairt,  56:  3  (April  1978).  Ullman  makes  a  moat 
convincing  caat  in  favor  of  the  moral  nd  practical  feaaibility  of  a  coffee  embar- 
go. My  atyument  accepta  and  drawa  on  hia  reaaoning. 
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An  embargo  on  Ugandan  coffee,  m  short,  would  pose  no  issue  as  far 
•»  the  attainment  of  other  American  policy  objectives  are  concerned. 
Why  then  does  the  Carter  Administration  oppose  the  legislation  and 
maintain  that  this  mode  of  protecting  human  righte  does  interfere 
with  other  objectives? 

The  justification  for  inaction  in  South  Africa  and  Uganda  has  to 
do  with  the  creation  of  undesirable  precedents  for  the  future  world 
Older.  The  Carter  AdministraUon,  like  its  predecessors,  prefers  to 
keep  "poliUcs"  and  "economics"  separate  in  intemaUonal  relaUons. 
It  does  not  wish  to  make  trade  and  financial  relations  dependent  on 
political  alignments  and  calculations  in  the  hope  of  keeping  them 
subject  to  the  univenalisUc  norma  which  have  grown  up  since  1946 
(in  spite  of  the  fact  that  the  United  States  has  been  highly  elective 
in  ito  adherence  to  these  norms).  A  trade  embargo  justified  by  the 
policy  of  promoting  human  rights  could  backfire  badly,  even  if  it 
works  in  the  cases  in  point.  Suppose  the  Arab  countries  launch  an 
oil  embargo  against  the  United  SUtes  in  the  pursuit  of  their  policy  to 
safeguard  the  human  righU  of  Palestinians?  Or  the  organization  of 
copper-producing  naUons  boycotto  sales  to  the  West  so  as  to  promote 
the  right  to  set  commodity  prices  and  limit  corporate  remittances? 
Remember,  these  are  "human"  rights  as  currenUy  defined  by  the 
United  Nations! 

We  can  only  speculate  on  the  likelihood  of  such  events.  But, 
then,  who  predicted  the  oil  embargo  of  1973  over  a  purely  poUUcal 
issue?  In  any  event,  the  precedent  has  already  been  set;  the  United 
SUtes  was  the  chief  actor  in  its  esUblishment  in  relations  with  Cuba 
and  the  Dominican  Republic.  The  application  of  our  criteria,  then, 
offers  no  compelling  reasons  against  coercing  South  Africa  and 
Uganda  through  economic  measures. 

Yet,  I  would  argue,  the  principle  of  doing  the  least  harm  to 
mnocent  bystanders  argues  in  favor  of  not  enacting  such  measures 
against  South  Africa  while  imposing  them  against  Uganda.  The  prin- 
ciple of  proportionality  forces  us  to  ask  who  would  suffer  the  most 
from  such  measures,  granting  that  no  great  burden  would  be  foisted 
on  the  United  States  in  either  case.  In  South  Africa,  those  who 
would  suffer  most  in  the  short  run  would  be  the  very  population 
whose  righte  are  to  be  promoted;  the  slow  down  in  industry  and 
mmes  would  ineviUbly  increase  social  unrest  and  heighten  the  pos- 
sibilities of  internal  violence.  It  would  make  more  sense  to  provide 
incentives  to  Amencan  firms  to  so  treat  their  black  employees  in 
South  Africa  as  to  set  a  telling  example  for  the  government  of  South 
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Africa  and  thus  add  to  the  already  heavy  pressure  to  alter  the  apart- 
heid laws. 

But  in  Uganda  things  are  different.  Since  the  coffee-growing 
peasantry  is  already  denied  most  of  its  share  of  the  revenue,  no 
additional  suffering  would  be  entailed.  Moreover,  unlike  the  situation 
in  industrialized  South  Africa,  the  Ugandan  econonoy  is  so  precarious 
as  to  make  the  loss  of  the  American  coffee  market  an  emergency 
which  would  damage  the  regime  immediately.  Since  no  moral  or 
practical  issue  militates  against  the  use  of  economic  sanctions,  one 
might  expect  the  Carter  Administration  to  welcome  this  opportunity 
to  try  a  little  harder.  It  exemplifies  the  ''selective  approach"  with 
minimal  costs.  For  once,  there  are  no  important  trade-offs  to  be 
considered « 

TOWARD  A  TRUE  HUMAN  RIGHTS  POLICY 

Many  veterans  and  beneficiaries  of  the  civil  rights  struggle 
applauded  the  emphasis  on  human  rights  and  saw  in  it  the  exten- 
sion of  their  concerns  to  Africa  and  Latin  America.  Others  welcomed 
it  as  a  way  of  showing  A.nerica*s  continued  opposition  to  commun- 
ism without  having  to  resort  to  armed  threats.  Many,  while  sharing 
some  feeling  of  malaise  about  the  feasibility  of  the  policy,  neverthe- 
less supported  it  enthusiastically  because  they  felt  the  need  for  an 
ethical  reaffirmation,  a  restatement  of  core  American  values  after 
the  traumas  of  Vietnam  and  Watergate. 

They  will  all  be  disappointed.  All  of  these  expectations,  and 
CarUT  s  desire  to  cater  to  them,  ignore  the  issue  of  trade  of fs.  All  of 
them  fail  to  recognize  the  global  trend  toward  collective  rights,  the 
lack  of  consensus,  the  impatience  with  individual  rights.  Either  the 
Admin istrut ion  resolutely  pursues  human  rights  everywhere— which 
it  cannot  and  will  not  do  for  the  reasons  we  have  given— or  it  pro- 
moUs  them  ''selectively,**  as  it  has  m  fact  done.  Selective  promotion 
will  be  seen  as  a  sellout,  as  trimming.  If  it  goes  too  far  it  will  be  ex- 
posed as  hypocrisy,  not  as  an  affirmation  of  an  ethically  rededicated 
nation. 

Yet  more  modest  alternatives  are  open  to  the  Administration.  It 
can  certainly  refram  from  supporting  repressive  regimes  actively 
when  no  important  objective  of  policy  is  served  by  such  support.  But 
in  t^»rms  of  generous  acts  of  commission  rather  than  omission,  it  can 
underwrite  certain  rights  which  are  consistent  with  the  American 
tradition  and  are  compatible  with  all  the  major  foreign  policy  objec- 
tives. They  do  not  raise  any  of  the  nagging  moral  and  practical  is- 
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sue*  No  problem  of  priorities  arises.  Moreover,  these  righU  have 
already  been  legitimated  by  a  number  of  recent  international  meet- 

Prominent  among  them  is  the  right  to  adequate  food  and  nutri- 
tion. The  right  u  personal,  capable  of  being  defined  in  scientific 
terms,  universal,  and  subject  to  efficient  implementation  through 
mternational  programs  and  national  contributions.  A  right  to  a  mini- 
health-as  oppoMsd  to  "full  mental  and  physical 
health  -u  equally  realistic,  and  for  the  same  reasons.  Others  may 
vZ'''?  rcadUy^  They  can  be  embraced  by  communists, 
fascute.  liberals,  and  ondinary  authoritarians.  They  are  of  equal  ap- 
peal  to  MusUms,  Hindus.  Christians,  and  atheists.  They  threaten  no 
government  and  they  do  not  pit  legal  and  philosophical  traditions 
against  each  other.  I  commend  them  to  the  Carter  AdministraUon 
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CLASSIFICATION  OF  POLITIES  BY  POLITICAL  AND  ECONOMIC  TYPE 


Competitive/lnduitrialized'Mixed  Economy 


Auslralia 

Austria 

Bflgium 

Canada 

Denmark 

Finland 


France 

Germany  (West) 

Iceland 

Ireland 

Urael 

Italy 


Japan 

Luxembourg 
MalU 

Netherlands 
New  Zealand 
Norway 


Competitive /Dtvtlopini'Mixtd  Economy 
Bahamas  Cyprus 


Barbados 
Botswana 

Colombia 
Costa  Rica 


India 

Dominican  RepubMc  Jamaica* 
Fiji  Portugal 
Gambia  Sri  Lanka* 

Greece  Surinam 


Semi'Compf'titwe/tnduMtrialized'Mixed  Economy 

Argentina* 

Kuwai^^ 

South  Africa* 

United  Arab  Emirates^* 

Uruguay* 


Scmi-Competitive/Deueloping'Mixed  Economy 


Bolivia 

BrazU* 

Ecuador* 

Egypt 

EI  Salvador 

Grenada 

Guatemala 


Guyana 

Honduras 

Indonesia* 

Kenya 

Lebanon 

Malaysia 

Mauritius 


Mexico 
Nicaragua 

Nepal^ 

Oman** 

Pakistan''^ 

Peru* 

Senegal 


Spain 

Sweden 

Switserland 

U.  K. 
U.  S. 


Trinidad 

Turkey 

Venezuela 


Singapore 
South  Korea 
Taiwan 

Thailand 
Yemen 


Classification  imperfect 
^    Institutionalized  army  recimo 
^  Traditional/absolute  monarchy 
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Snn  Compttitiv^/lj^vtloping  Mixed  Economy 


Afghaniitan* 

Bhutanl> 

Burundi 
Catntroon 
Central  African 

Fmpire 
Chad 

Gabon 
Ghana 


OuinK 

Haiti 

Irun** 

Ivory  CoMt 

Jordan'' 

Lesotho 

Liberia 

Malagaay 

Republic 
Malawi 
Mali 


Mauritania 

Morocco'' 

Niger 

Nigeria* 

Panama* 

Paraguay 

Philippinea 

Rwanda 

Saudi  Arabia'' 

Sierra  Leone 

Sudan 


Swaziland'' 

Togo 

Tuniala 

Uganda 

Upper  Volta 

Yugoalavia^ 

Zaire 

Zambia 


Non-Competitivt/Dei/tloping'Command  Economy 
Algeria 
Benin* 
Burma* 
Congo* 
Iraq* 


Libya* 

Somalia* 

Syria 

Tanzania* 


Totalitamn/induMtrialUed'Command  Economy 
Bulgaria  Poland 
Czechoalovakia  Romania 
Germany  (Eaat)  U.  S.  S.  R. 

Hungary 


To ta I itaria n/ Developing  Co m  mand  Econom y 
Albania 
Cambodia 
China 


Cuba 

Equatorial  Guinea* 


Ethiopia 
OuineaBiuau 
Laoa 
Mongolia 
Mozambique* 


North  Korea 
South  Yemen 
\'ietnam 
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R;i?t?nn«Vl°»''S°'iS*  ^  PubllBhed  fOr  tbe  (Jouncll  on  Foreign 

RelatlotiH  by  R.  E.  Bowker  Co.,  986  i>.  Zd461.F6U  016.3270604. 

i°  'nterUepeiidenw :  new  challenges  for  the  In- 

duiitrlallied  nations,  Paris,  OBCD,  1978.  246  p.  HCI».r796  33a9173. 

^^^Wlheri.  Felix.  Bicentennial  redwtlons.  Foreign  affairs,  v.  54,  July  1978: 

iiffai;^'  J!»*!f«ii'v  ^J****"       ^'  """^  Founding  Feathers  In  tha  field  of  forelgu 

affairs  actually  were  and  what  they  have  meant  In  the  course  o:  our  history  " 

«2?X''l976?52-^t"''''''*""  *  American  foreign  policy.  Commentary,  v. 

vatL'lHrjaru!Se;'Jl;;ra!rw*"  '""^^  dlHtmctlvely  express  American 
Iu{lft.^"',rH''.T;.*^,SS'        lil'"""'""  international  relations. 

e\tCr ';aro?!i?eir 

.de:^^ri.T,^Smpi*rarT;;t^;,l"«  American 

wlthXHi^!!..!''*'''"'"!  V"'  J'«tapo.se  the  conduct  of  US  foreign  policy 
u  i  i.H^  .  .'•''I*'*'''""  '"'""atlonal  law.  International  morality,  or  TOineo  her 
hleallHtlc  stuiulard;  not  with  national  security  and  survival." 

Ittn^R'lT^d'""""'  Foreign  policy,  no.  29.  winter 

A  tentative  examhiatlo,,  ,.f  the  Carter  administration's  foreign  policy 

f«n/v*'l*'!f Th"  '^^V^!^         A"'"'^«  world  ^aomy.  Now  York  Forelun 

MSoni.  «^rle«.  237).  £744  11431:  23711^^^^^ 

I..^SK"l/>77''y.7r'  -  ^'"^  1977.  445 

so!r;,::^;r./.:^/u.V;m;;;:;u;i:'\.'^s;;'^  po»c>--  Afnca. 

proi:;;!::;:";^:;;;;^^^      Mar''iy7  = ^he 

lamr'and''''.;riiimmo«^  iT'^'T  '  J^"'""':'  "        '"^  Power  on 

JXI:{18  (  47    327.n2         •  "^P""'"'  ""'^^"^"y   Press.  cl977    254  ^ 

ron";!7:rk'M:^'^:.;/;;r''r,JV:;^^^  "»>ral|sn.  in  r.S.  foreign  policy. 

th.n;':"Srv.''V.N::v''Y?.^  «'a'-/;-ign  ..oUoy  in  the  Nation  s 

series,  no  -U)  '  ""fy  A.s.s.K'iatlon]  lj)76.  HO  p.  (Headline 

I* 


imh;;:''!;:f':rmim:,/''\;,:^^  agenda  today._Forolg„  policy  and 

K7 14.1143  no  i-U    ;c>7;!i  A  machinery  outdated. 

l.v'Kn"!i;\v'';Vn.';'r */  «  ^'ance.  Edited 

r.nve;;i^;,'Vli?7'  irp'ViHl'f Mfl^^  ^--^•'^  «eor^?ow„ 

^.^"v  i.;;a.^.TTi;;'r:.'!r ^^^^^  natio^i 

w,.r,d  ,H.n,i..s  „,  ex..,.«n.inK  the  Ka':f*v;^;ircL'nVont^n'Tr^  ^Cth^f^^^^^^ 
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Nash,  Henry  T.  American  foreign  policy :  changing  perspectives  on  national 
Hecurlty.  Rev.  ed.  Homewood,  111.,  Doraey  Preaa.  1978.  877  p.  (The  Doraey  series 
ill  poliUcai  science).  BT44.N2e  19T8  808.00& 

New  chaUenges  for  American  foreign  policy :  a  bicentennial  appraisal.  Orbis, 
V.  20,  spring  1970 :  whole  isMue. 

Partial  contents.— The  moral  purposes  and  philosophical  bases  of  American 
foreign  policy,  by  P.  Heabury.— The  founding  fathers  and  foreign  policy :  impli- 
cations for  the  late  twentieth  century,  by  H.  Morgentbau.->Tomorrow*B  America, 
by  N.  Palmer.— The  new  intm'nationa)  economic  order:  a  chapter  in  a  protracted 
confrontation,  by  K.  Brunner.— American  foreign  policy  :  values  renewed  or  dis- 
covered, by  K.  Thompson.— Pru8i)ectH  for  an  American  renewal,  by  I.  Claude,  Jr, 

Nye,  Joseph  8..  Jr.  Independence  and  liiterdepenJeiice.  Foreign  policy,  no.  22, 
Hprlng  1978:  180-161. 

Kxamiues  and  deflnes  iuterdei>eiidence  In  terms  of  the  U.S.  experience,  sketches 
characterlstlcH  of  foreiKi*  policy  cronduct  that  should  persist  Into  America's  third 
century,  and  recommendH  organizational  arrangements  to  facilitate  design  and 
management  of  a  |iolicy  of  luterde|>endenee. 

Peterson,  Clifford  E.  Forelr  i  policy  and  iwsslble  futures.  World  future  society 
bulletin.  V.  12,  July  Aug.  197S :  1-1. 

"Tlie  iKHentlal  for  applying'  fnture  studies  methods  in  formulating  national 
and  international  iKdicies  ha.s  never  l>een  greater.  Conservative  *world  empire* 
incKlelM  an<i  moderate  'graiul  coalition*  proposals  receive  wide  attention  from 
icovernnient  decision-maliers,  hut  more  radical  alternatives  may  be  needed  if 
global  survival  is  to  include  the  benefits  of  peace,  ecological  balance,  economic 
welfare  and  social  Justice." 

PruMger.  Uoi>ert  J.  I'.S.  foreign  policy  In  the  1980s:  a  speculation.  (Washing- 
ton. American  Knterprise  Institute]  1*377.  10  p.  (American  Knten>ris^  Institute 
for  Public  Policy  Research.  Reprint  no.  74) 

''Keynote  address  preiMtred  for  delivery  to  tlie  twelfth  Internationa!  Affairs 
SyniiKisiuni  of  tlie  lUMtitiite  for  Military  Assistance.  Fort  Bragg.  June  7,  1977.** 

Puldic  Agenda  Foundation.  U.8.  foreign  policy:  principles  for  defining  the 
national  interest.  [New  York]  1976. 117  p. 

Contents.— Summary :  princiiiles  tha**  define  I'.S.  national  interest  in  foreign 
(Miiicy :  the  expert  and  the  voters.— Priority  issues  and  options  as  viewed  by  the 
ex|H>rtM.  -Public  and  community  leader  attitudes  toward  foreign  policy  proposi- 
tions.— How  the  report  was  c<mipiled. 

Havenai,  Karl  C.  Never  again  :  leurniUK  from  America's  foreign  policy  failures. 
Philadelphia.  Temple  I'nlversity  Press.  1978.  153  p.  JX1417.  R38  827.73. 

Kay.  J.  K.  Myths  and  reaiitien  in  public  policy :  some  aspects  of  American  for- 
eign (N>licy.  Institute  for  Defence  Studies  and  Analyses  Journal,  v.  8,  July-Sept. 
1975:58^92. 

Heston.  James.  The  world  according  to  Hrzczinslci.  New  Yorlc  times  magazine. 
Dec.  31.  19i8  :  9-11.  20-27. 

An  interview  with  Presidi-nt  t'arter's  National  Security  ..uvlser.  Zbigniew 
Hrzezlnsld. 

Scliifferdeclcer.  Arnold,  and  others.  Values  and  consensus  in  American  foreign 
policy.  Foreign  Service  Jonrnal.  v.  54.  Jan.  1977  :  lG-18.27. 

*'Thls  pni)er  is  an  effort  to  In^gin  the  process  of  reassessment  with  a  discussion 
of  values  in  the  conduct  of  our  foreign  relations  since  World  War  II  and  to  sug- 
gest some  shifts  in  foreign  {»olicy  priorities  on  which  :i  renewed  national  con- 
sensus can  l>e  built.** 

Sen  bury.  Paul.  The  moral  purposes  and  ithilosophlcal  Imses  of  American  foreign 
l>o]lcy.  Orl)is.  v.  20.  spring  1970:  3-14. 

HiMinier.  John  W..  and  Krlc  M.  Usianer.  How  American  foreign  policy  is  made. 
New  York.  IVaeKcr  1 107HJ  80  p.  JX170fl.A4  1978l>  3n3.(¥W. 

Tlicol)alil.  Uoliert.  An  alternative  future  for  Ainerlca*s  third  century.  Chicago. 
Swallow  Press.  1976.  200  p.  HN(»5.T442  309.173. 

Thomi)son.  Kenneth  W.  America  and  the  world:  l(K>l<ing  into  the  third  century 
(nu)ral.  philosophical,  and  political  factors  in  future  foreign  iK>llcy).  Virginia 
fpiarterly  review,  v.  54,  winter  1978: 1-18. 

1%<ai.  Wei-ping.  Morality  and  diplomacy :  President  Carter*s  foreign  policy  ori- 
entation. Issues  and  studies,  v.  13,  Apr.  1977:  1-11. 

Two  hundre<i  years  of  American  foreign  policy.  Kdited  by  William  P.  Bundy. 
N«>w  York.  Council  on  Foreign  Relations  book  published  by  New  York  University 
\r.^,  1977.  251  p.  E183.7.T9  827-78. 
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V.  mIoS;  197?i^1»"*  **Pftrtner8hlp-  for  what?  Foreign  affairs, 

The  arUcle  ezamlnea  the  relationship  between  the  three  principal.  demoGratlc 
market  entities :  the  United  States.  Japan  and  Western  KuroS.  aemocrauc 

U  S.  ^l^ngrmi.  House.  Committee  on  International  ReUUons.  Great  decisions 
IT  J  ii*  .  "it^^.^ii^^-  Hearing.  94th  Cong..  Ist  sees.  Apr.  10.  1975.  Washingtoii, 
U.8.  Govt.  Print.  Off.,  1975.  29  p.  KF27.1549  lOT5g   827.73  fTii««uii»ion. 

U.S.  Congress.  House.  Committee  on  International  Relations.  Subcommittee  on 
International  operations.  Public  diplomacy  and  the  future.  Hearings.  95tb  Cong.. 
Ist  Ness.  Wanhlngton,  U.S.  Govt.  Print.  Off.,  1977. 091  p 

Hearings  held  June        1977.  KF27.I5498  1977f  353.008. 

U.S.  Congress.  Senate.  C(immittee  on  Foreign  ReUUons.  Foreign  policy  choices 
for  the  seventies  and  eighties.  Hearings.  94th  Cong..  1st  and  2d  sess.  Vol.  1. 
Washington.  U.S.  Govt.  Print.  Off.,  mo.  458  p. 

Hearings  held  Sept.  10-Dec.  8, 1975 ;  Jan.  21-Sept.  20. 1970. 

Testimony  by  representatives  of  various  segments  of  American  society,  i.e. 
public  opinion  pollsters,  theologians,  labor  leader,  business  and  farm  commu- 
nitles  and  environmentalists,  regarding  the  options  available  to  the  U.S.  in  for- 
eign relations  in  the  next  decade.  KPJO.I'^  1975J  327.78. 

 -Foreign  policy  choices  for  the  seventi^  and  eighties.  Hearings.  94th 

toug..  Ist  and  2d  sees.  Vol.  2.  Washington,  U.S.  Govt.  Print.  Off.,  1970.  459-780  p. 

Hearings  held  Oct.  22^Dec.  3, 1975 ;  Jan.  28~Mar.  10, 1070. 

Testiinony  by  Cabinet  members,  governors  and  mayors  regarding  options  avail- 
able  in  American  foreign  poUcy  in  the  next  decade.  KF2aF0  1975J  827.78. 

U.S.  Dept.  of  State.  United  states  foreign  policy:  an  overview.  [Washington, 
l-or  sale  by  the  Supt.  of  Docs.,  U.S.  Govt.  Print.  Off.]  1970.  48  p.  (U.S.  Dept. 
of  State.  General  foreign  policy  series,  290). 

Describes  the  basic  structure  of  American  foreign  poHcy.  B744.U40 1970  327.78. 

The  United  states  in  work!  affairs:  leadership,  partnership,  or  disengagement? 
hssayH  on  alternatives  of  U.S.  foreign  policy.  Edited  by  Robert  A.  Bauer.  Char- 
lottesvllle.  University  Press  of  Virginia,  1975.  180  p.  E840.U74  827.73. 

U.S.  strategy  In  the  dcK^ade  ahead.  Policy  review,  no.  1,  summer  1977:  117-12a 

Selected  brief  previews  of  the  chapters  from  an  anthology  on  the  future  airec- 
tlon  of  American  foreign  poUcy :  U.S.  strategy  in  the  decade  ahead.  The  briefs 
iinulyze  our  i)ollcy  toward  various  regions. 

Van  der  Kroef,  Justus.  Carter's  foreign  poUcy :  options  and  problems.  Studia 
dipiomatica.  v.  30.  no.  3, 1977  :  227-242. 

TtM*  Vietnam  legacy :  the  war.  American  society,  and  the  future  of  American 
K*4^^^^^^  Vm'*"^  ^^^^^  ^''''^  ^""'^^        ^""'^  University  Press, 

^yi"\'^  ^  return  to  Americanism?  The  foreign  policy  of  President  Carter. 
Political  quarterly,  v.  48.  Oot.  lHH:.  1977  :  429-439. 

*To  Kuropean  ob.m?rvers  the  most  alarming  features  of  President  Carter's  for- 
eign  imllcy  ho  far  have  lain  In  the  manner  of  Its  formulation  as  much  as  in  its 
content.  AlM>ve  all  what  European  political  observers  seem  to  want  of  the 
new  administration  Is  that  It  Mhouh!  stop  talking  for  a  little,  both  in  public  and 
private,  and  listen.** 

4e2^?^XH^n  W43^  327  73*"  ^''^  "  ""^^       Boston,  Houghton  MlfBln,  1977. 

Williams.  Douglas.  Human  rijfhtM.  economic  development  and  aid  to  the  third 
world:  an  analysis  and  proposal  for  action.  ODI  [Overseas  Development  Insti- 
tute] review,  nc.  1  197H:  14-  37. 

For  the  more  serious  breaches  of  the  U.N.  covenants  on  economic,  political  and 
niltiiral  rights  '  there  can  be  no  Justification  on  developmental  grounds— Indeed 
they  ran  only  lmi>ede  development  and  the  International  community  should  be 
rare  fill  before  It  ninkes  roiuvsslonal  funds  available  to  help  countries  guilty  of 
sucL  brniohes.  On  tho  other  hand,  to  use  aid  funds  as  a  crude  economic  sanction, 
tempting  though  this  Is.  is  more  likely  to  damage  the  development  effort  than  to 
Improve  human  rights.  ' 
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B.  DiBATK  PioposiTion  OiTE— Resolved  That:  The  Uniteo  Statks  Shoi-lu 

SHi.MnCANTl.Y  (MlANCK  Its  KuRKHiN  TkAKK  I'oi.K  Y 

Ab«KKlen,  JameH  C,  and  Tbomaa  M.  Hout.  Facing  up  to  the  trade  gnu  with 
JuiMiu.  Fi>rHiKii  affairs,  v.  57.  fall  1!»7h  :  1  «H(W. 

Aiialyxea  '  the  realities  ot  U.S.  competitive  performance  in  Jai>an."  Seen  T.H. 
ex|K>rtM  to  Japan  n-strU  ftMl  tioi  h.v  .rnpaiicHc  protectioiiiNin.  hut  by  the  Ioms  of 
(HMniK'HtiyenesN  In  tlu'  \v..rl.l  uiarkef.s  of  T.S.  i.roducts  and  Ity  I'.S.  for.'lKu  trade 
|>oiiey.  Also  examines  sectors  of  the  Japanese  market  which  raiKht  absorit  T.S. 
priMliH-ts.  rnncludes  "that  there  is  nu  urgent  need  for  review  of  the  I'.S.  interna- 
tional ««con..niic  .oniiietitive  position  an<|  for  the  develoitnient  of  policies  to  im- 
prove the  U.S.  ijosition." 

..j)  w*""''""  '"^"■'s  ''take  in  a  changinK  world  economy.  M()nthly  lahor  review,  v. 
I0(»,  Mar.  ll>77 :  ;14  rKt. 

"At  an  unusual  international  eonferenee,  trade  union  leaders,  KOvernmeut 
offlcialB  and  educators  were  among  thoae  debating  U.S.  trade  policy,  interna- 
tional luhor  standards,  regulation  of  niultiimtional  corporations,  and  'he  demands 
of  developiuK  nations.  " 

Baldwin.  Ilobert  E.  The  political  economy  of  postwar  U.S.  trade  policy  [New 
\ork|  New  Yorlj  Cniversity.  Center  for  the  Study  of  Financial  Institutions.  1970. 
B^illetiii  imVl  ^^""^y       fi''uniiul  Institutions. 

•This  paiMT  attempts  to  exi>lain  why  U.S.  trade  policy  has  emerged  in  its 
particular  o'niproMii.sed  form  as  well  as  wliy  realignnn.nts  "in  party  supiwrt  have 
o«vurre«l.  I'articuh.r  attention  is  devottKl  to  the  role  of  pre.ssures  froln  groups 
with  .M.mmon  .M-«momir  interests  as  a  deteriniimiit  of  trade  ixtlieies." 

Beasley.  Ml«-haH  W.,  Thonm.s  F.  .Johnson,  and  .Indith  A.  Mather.  An  interim 

Ss    tjVe         "n;""'-'       "'V  •'f'*-"'-^"""'   "'"t  «'»  trade  and  hnii.ail 

P'^/J^'|(.^'j^^";.VJ'"'''"''  ''"""M'l.v  I-nw  and  iK>li,y  international  husiiu'ss.  v.  H.  no. 

^■uuuTT  .T'"'"^'*  l^*"  Jaokson-Vanilt  amendment  to  the  Trade  Act  of  11)74. 
TvU^  J  u^^^^  ""r'"  ^'"f*"*        ''""'"nn.lst  eoun- 

•i  .V.h    I    "^'"l"  ror  a  pnliey  of  free  emigration  from  tho.se  .ountries, 

and  h..,nai"S^^  ''m.-uey  of  the  linkage  of  trad," 

Hergsteii  (  '.  Fr.  .l,  i'owani  a  new  international  enaumiic  order  :  .selwteil  imiH'rs 
ifFini'Si;!   Sm'  r^exington,  Maa.s..  Lexington  Books.  lO^lMy  p 

terly.  V.  l^:'^ini:Xn^'^l  ^^^i;  "  «>"'""""ty  'I""- 

"♦^^  address  hy  Trea.sury  official  to  a  eonference  on  the  •Trisis  in  world 
trade  outlines  Carter  .idnnnistration  actions  and  ,Hilicy  "to  Ll  ,  orLerx^th^ 
uiH-n  Inlernatiomil  trading  system,"  '  '"•^ 

HliiBliain.  .Ion,.(han  i<,.  and  Victor  ( .lohii.son.  A  rational  approach  to  exmrt 
••ontroLs.  Foreign  affairs,  v.  .'.7.  sjiring  l!t7!>:  H<^.-^»20.  iA|,»ri 
Mlackhnrst.  Uichard.  Nicolas  .Marian,  and  Jan  Tumlir.  Trade  lii.eralization 

K:''v;'  •7''7"';;'  ir'S^'r'',:'"''      •'r'""-"'  ^arSfS 

:iSl"l  "'ATI  studies  in  international  trade,  no.  ."».  IIF1411.B.VJ. 

eol™ T'"'  ""'"i»"«l"''"l  i.u.sin..,ssnmn  an.l  foreign  policy: 
Y  lrepnM.enrial  jM.ht.cs  .n  K..t  V/est  trade  an.l  investment.  .New  Yorl7.  I'raeger 

lil'>^yU:l!!Al^*'!is^r'  »""*"'^--.  H»"»«v.  ami 

se;it'"'v,:'T.';j,v"m'M'.  Txk'T''   • 

e<«  nomi.    s.  stem,  focusing  ih..  management  of  re^ionrces  on  the  meetine  of 
human  n..>,|s  and  resrroctnring  the  Fnit,.!  Nation.^."  The  F.S.  "U  iT U  we^^^ 
.  .Iv.MMl  to  take  the  lead  in  pro.M.sing  a  practi.  al  lM^vo.d.lhe.rhet.>ruTr  ,gr„n m 
negotiating  aho...   real  issues  of  concern    .mergy.  food,  deveh  ,mu. 

si riitegies.  resource  transfers,  en vinaimental  prote.  tion  -  "f^eiopauiu 
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Cooper.  Richard  N.  The  economics  of  interdependence;  economic  policy  In  the 
Atlantic  community.  New  York,  publiihed  for  th«  Council  on  Foreign  Belatlons 
by  McOraw  HIU.  1068.  902  p.  (The  Atlantic  poUcy  studies).  HE1411.G087  33a01. 
tltTT^T^Nov^M  *°977°  '^^^m'"'"''  ^^o^omlc  relations.  Dept.  of  SUte  buUe- 

p.s:.^w4'^^T^ml^^ 

w!?»*V-^*?f  tra^* :  mananln*  encounter  and  accommodation.  Boulder.  Ck>lo., 
Westv  ew  Vtenn  [1977|.  194  p.  (The  Atlantic  Council  policy  aeries). 

«««.:^",f"r  ""     .l.'*'''"*"^'.^"*  P°"<^y  United  States,  by  the  Atlantic 

rouncll  Committee  on  East-West  Trade.— Organisation  and  conduct  of  East- 
West  trade  by  nonmarket  economies,  by  C.  Movit.— The  role  of  bilateral  agree- 
ments In  Kast  VVest  trade,  by  K.  Taylor.-QATT  as  a  framework  for  Bast- West 
trade  by  J.  Kvans.— The  Tokyo  Round  and  the  nonmarket  economies:  a  focus 
on  nontariff  barriers,  by  K.  Taylor.— Financing  U.S.  exports  to  the  Soviet  Union 
and  Eastern  Europe,  by  A.  Wentworth.  i^niw 

OoalH  for  mankind :  a  report  to  the  Club  of  Rome  on  the  new  horizons  of  globnl 
1977™  5)9  82      "  and  others.  New  York.  Dutton,  cl977.  484  p.  CB480.Qe 

•'k'*", S -Soviet  commercial  relations:  the  Interplay  of  eco- 

diplomacy.  Prepared  for  the  Subcommittee  on 
A^Ti"   i^/w'*"^  and  Scientific  Developments  of  the  Committee  on 
ii  nif  ^^5?'"^^  '  Representatives,  by  John  p.  Hardt  and  George  D. 

Ilolliday.  Washington.  I  S.  Govt.  Print,  ott.,  ms.  105  p.  (Science,  technology 
and  American  diplomacy).  RF810S.HS6  382.0978. 

B«Hri""iu?!l"iJ'Jl''*/^^^*l^*^*^'''^"»'"  T^^'^  markets.  (New  York]  Conference 
Board.  1978.  19  p.  (iTie  Conference  Board.  Information  bulletin  no.  49). 

Kxau.lneH  tremlH  in  r.S  exports  over  the  past  ten  years  from  two  main 
K»intM  of  view.  First,  it  looks  at  I  .S.  International  competitiveness  as  mMsured 
I  y  several  price.  c«t  unU  exchange-rate  indicators  for  the  U.S.  and  Si  other 
a  i  wS;  "h  •  '''.r""'";'^:;  ^he  second  part  focuses  on  actual  export  perform- 
ance. whl«  h.  in  the  end.  deterraines  a  country's  International  standing!^ 

e„!;;relS"t."v.':,'ir'ML';  Vo's'^S-T      ^  o^*- 

A  Henlor  International  ccono.nlat  of  the  Joint  Economic  Committee  discusses 
Lin.',  lil'!'"^'  '•elafl<.nH  and  Congressional  attitudes  toward  the  sltu- 

iill  bo  mkeir"*'"''*'"      Prof^Honist  legislation  building,  but  doubts  any  a  "ion 

«ff^!rs":'"^.?":^an';m-  '^^U  ^""'"""^ 

rerr:C!i;:onXt liSS'  °"  ""'^  ^'"^  « 

s,.r'ln?uV77 :  !.W-24fl"'*  role.  Foreign  policy,  no.  26. 

M.IS nlwr  vT'".  ''on""«'t" 'ron,  a  Dec.  1070  conference.  American  Labor's 
IN  irs     I  Ihnr"  „   ."  ;  Worl.l  Economy,  an.ong  which  are  the  following 

Nijiers    |l.Hl.or  an<   forekii  fnule  |K)lUyl  by  L.  Klrkland.— (Labor's  views  on 
h.-  Triide  Rpfor.n  .Vrt  of  i})74i  l.v  H.  «au.uel.^[IT.,blem8  In  uTt^national  c^l 

Kasrio^"''.  "  T.'/'-'  7I  international  wage  dWereSia  Is"  b^^^^ 

Kn.ssalow.    |  l»rohl,>ni.s  with  trade  adjustment  nsslstancej  by  P.  Henle 

Krasnor.  Sfej.lu.n  D.  Defending  the  : -M<.nnl  lntert..st:  raw  materials  Invest- 
«ra'Jle"'\;Mv  YnrL'  p..m!*',"?.  «"-"»«'<  »'o"''""   H,e  wHfnre  state  an.l  International 

.^:tl\^;v"r.:.".^sy•^1nS;^•'•  '"^'^ 

Prest-nts  an  analysm  ,.f  the  causes  of  the  current  U.S.  deficit.  A  Quantitative 

;rutT's'c;'is 'iwer""''  ^""^     '"'"^'""^ ^'•^  desi^s^of  a^p,;! 
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League  of  Women  Voters  of  the  United  States.  The  politics  of  trade.  Wash- 
iHRton,  mi.  48  p.  HF1456.1971.L4   382.8.  ^ 

Mci^ruclcea.  Paul  Winston.  Foreign  trade  iwlicy;  an  AKI  round  table  held  on 
September  10,  11)73,  at  the  Ann^ritmi  Knterprise  Institute  for  Public  Policy  Re- 
warih.  Paul  \\\  MH'rarkeii.  nnKlerator  with  William  H.  IVan^t*  and  othiTS. 
WaHhliiKtou.  American  Knterprise  Innrltute  for  Publif  Polky  Research.  1074. 
31  p.  HF14ft5.M254  382.0973. 

Maddoek.  H.  T.  The  jioHtlcs  of  trade-~the  Anjerhnn  exjierlence  slnt^e  1045. 
Internutiunal  relations,  v.  0,  May  1978:  272-301. 

This  analysis  of  It.s.  foreign  trade  jioliry  emphasizes  free  trade  Initiatives 
and  I  .8.  inslstom^e  on  '  tiie  prior  requirement  of  economic  accommodation  In 
matters  of  diplomacy.** 

Malingren.  Harold  B.  Sources  nf  inHtal)ll!ty  In  the  world  trading  system.  Jour- 
nai  of  International  affairs,  v.  30.  sprhig-sununer  1070 :  0-20. 

Hays  that  even  with  global  recession.  U.S.  trade  policy  'remained  more  or 
less  Intact  regarding  the  traditional  iHsues  and  the  traditional  trade  among 
the  richer  countries  of  the  world." 

Mltirhell.  I>aniel  J.  H.  I^bor  Isnues  of  American  International  trade  and  In- 
vestment. Haltimortv  Johns  Hopkins  Tnlversitv  Press.  cl07e.  112  p.  (Policy 
MtuilleH  la  employment  and  welfare ;  no.  24).  UD5724.M6  382.0973. 

Monroe.  Wilbur  F..  and  Walter  Krause.  T.S.  foreign  economic  policy :  a  for- 
ward look.  Akron  business  and  ei*onomlc  review,  v.  8.  spring  1077;  7-18 

The  Assistant  Director.  Council  on  International  Kconomic  Policy,  and  his 
couuih^>r.  an  economies  professor,  suggest  the  need  for  a  fresh  approach  to  U.S. 
foreign  eroiiomir  iwlh  y  and  give  guidelines  and  Illustrations  for  a  new  approach. 

The  new  International  eionomlr  order :  conflict  or  (*oo|)eratlon  between  north 
and  south,'  < onfrontatlon  or  coiH*eratlon  between  north  and  south?  Edited  by 
Kjirl  H.  Sauvanf  and  Ilajo  Hasenpflug.  Houlder.  Colo..  Westvlew  Press  1977 
174  p.  (Wcstview  special  studies  la  International  economics).  HF1411.N43  382.l! 

Vumimts  for  partnership:  Industrialization  and  trade  policies  in  the  10708! 

.Vui       tfiMl^i^^'lV^J^  Urtltlmore.  Johns  Hopkins  University  Press.  cl973. 

*.HU  p.  Ill*  1410.P74.  3.'iS.U, 

Si'firopdpr.  Rl.har.l  C.  Triulo  talks  iind  prottMHoiilsm.  I  Washington]  Editorial 
K«'s«.nr(  h  H«'|M)rts.  M>7,s.  p.  (  Killtorliil  rpsi-anh  reports,  1J)7!).  v.  1.  no  2  ) 

Contents.  Art ioti  on  (ion.'va  lU'Kotiatlons. -Protc.'tlonism  vs.  free  trade.— 
Htratt'KU'H  for  cnlarKinj,'  traiU'. 

Siieath.  William  s.  Tlic  r.S.  and  International  trade— u  realistic  look  at  the 
rutnri'.  National  Joiinuil.  v.  10.  Apr.  LMt,  1!>78:  (BVi-  ttJKJ. 

('lialriiian  of  rnion  Carl.ld..  ..xcniincs  tlu'  I'.H.  world  trade  position  and  U.S. 
trnd.'  iK.llr.v  mid  cont.MMls  that  •tlir  .•onreptnal  foundation  of  our  nation's  trade 

jK.IIf.v  and  that  of  the  (!  XTT    .  i..  si.  y  n.>  lon^'er  the  realltv."  Calls  for  a 

modernization  of  tl„.  (JATT  mm.I  for  •  r.  asonal.le"  tariff  cuts  by  all  parties. 

Starr.  Robert.  Ka.st-West  misinj'ss  transactions.  New  York.  PraeRer  1974  .'577  » 
HFl4n!s7wr3)^»0S?17l''*^  economics   and  development.) 

T(»ward  a  new  world  trade  |K)li,y  :  the  Maidenhead  pa|)ers.  Edited  by  C.  Fred 
HcrKsteii.  l.«'\liiKtoii.  .Mass..  I,c\ini;ton  Hooks.  1!>7.').        p.  IIFl.n().T<«»  .182.1. 

I  vT!!"v'JL",'V''*'. "l'''"^'  "'t«''-««P|>f-.idcnce.  In  (Sreat  decisions  79. 

|New>ork|  horeiirn  Policy  As.s(K-iation  |  l<t75)I  p.  14 

.^^'f!V'''',  '"".'"'"'j  •'"'•'•^  Icxiiitrton.  Mas.s..  Lexington  Hooks,  lit?*;,  im  i> 
(<  ritlcal  rholi-es  for  Americans,  v.  ."j).  lIFH.IS.TtH  ,338.!)17;{. 

Trade.  tiH  linoloL'y,  and  levoranf  KorciKii  policy,  no.       fall  1!»7K ;  (W-IOH. 

r.S.  Comniission  on   International  Traih-  and   Investment  Policy  Tnlted 

Mat,^   nternatlonal  .h  on.i.-  ,H.|lry  in  an  interdeiH-ndent  world.  WashlnRton 

Itorsalel.y  the  Siipt.  of  hoi's.,  r.S.  Govt.  Print. Otr.l  1J)71  3v  "iiiRion 

The  .on.inlsslons  rein.it  to  the  President      snppl  entwl  by  a  two-volume 

!""'»"'"'"' prepannl  by  p«'rsons  who  appeared  l)efore  the  comnil.^sion 
l»y  jcoiernnu-nt  nKcncies.  and  by  tlie  i-o  dsalon's  statT.  IIF14.V).A51.'W<  382.0973.' 

I'S.  roUKress.  Mouse.  Coniniitt  .n  HankhiK.  Finance,  and  Urban' AiralrH 

Su  MMunndttce  on  International  Trade,  Investment,  an<l  .MV,,/e{arv  I'Xv  JJide 
|K)  icy  and  prot.vti..nis„, ;  hearings.  !»;-,tb  iUmg.,  2d  ses*;.  July  2n-26.  Auk.'  1.  1978 
WHHliinKton.  I  .s.  «;ovt.  Print.  OT.  1978.  235  p.  KF27.B577  1978c-    382  3. 
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U.S.  <'oiiKreHs.  House,  (^)mmltteeon  Ways  and  Meann.  Subcommittee  on  Trade. 
rauHPs  and  «oiist«|ueiic.^  (,f  the  I'.S.  trade  deficit  and  developing  problems  In 
L.S.  exi»».rt«;  hoarliiKN.  {JT.th  Cong..  1st  whs.  Nov.  3  and  4.  1977.  Washington. 
I  ,S.  (lovt.  frint.  Off..  J»77.  5««  p.  KF27.\VaiH  10771    38'J.l.  ^imimwwu, 

— :~  T!*.®  '"W***     International  trade  on  U.S.  employment :  a  survey  of  litera- 
ture. Washington,  U.S.  Govt,  i'rlnt.  Off..  1977.  22  p.  Hn6723.C65  1  977a  831.11. 
U.S.  OongnsH  Joint  K.oiiotnlc  Committee.  Subcommittee  on  International 

s,}L?:«!^^f'"^''-  f?*'^'  committee  on  Banking,  Housing,  and  Urban  Affair*, 
subm  iin  tt.f  ..I.  Iiit..rnatl.n.a|  Finance.  Kxport  policy.  Hearings.  08th  Cong..  2d 
.s«..s.^.  WiishiiiKtoii.  I  S,  (Jcvt.  I'rliir.  Off..  1!>7K  S  v.  *« 
Hearings  held  Fteb.  6.  .May  17.  1979. 

U.S.  ConKH'SH.  Scnat...  Coiuinltt.^.  on  Commerce.  Science,  and  Transportation. 

t<r.  iV.'s"\;^jr^rto';;';^  '-^^ 

U.S.  ConKHH.-.  .Seiiatt.  Conimltt<H>  on  Finance.  Background  materials  and 
economic  ,I.t.,  relating  to  international  trade.  Washington  U.S  GoTprint  Off. 

At  head  of  title:  96th  Cong..  1st  sess.  Committee  print, 
-oil  uJ  'i"' '^■  ■^  '  -S.  Jmlance  of  International  payments 

I'lVr.f}:';.^:::^^^  Govt. 

tl^n^n^I/k^rJi-^^^^^^  trade  negotla- 

U.S.  iH'l.t  of  Slate.  The  trade  debute.  |  Washington,  for  sale  by  the  Sunt  nf 

contenf;  'nis,  Tv"  v",';  ''^'^  '  < '  »■  1>«'P^  State'^PuMionfe)' 
rlrSiilis   ."SS.  '  tradc.-Current  U.S.  policy  HF1455.- 

U.S.  I.ibrar.v  ef  ConKres.^.  C.nigres.slonal  Research  .Service.  Issues  In  Baat- 
West  co.nnierca  rela lions:  a  coiniH-ndium  of  papers  submi  ted  to  the  jXt 
f^;:r,roff..  ''"'^'-^  Washlngton.%*^s'  JS'A* 

At  head  of  title:  95th  Cong..  2d  aes.s.  Joint  committee  print. 
I-  'iV**.  'J'"V''  "/         "^l"*''  '"'  I{«  l>re.srntative  for  Trade  Negotiations  Future 

!iF;4i.*T,;:£v.-!T'"isi.s^^^  ^rmt.'^ora.^oi^ 

u  s.  ty-onomi.- gn.wth  from  1970  to  1986:  prospects,  problems  and  patterns 
.studh^  propar...  for  ih..  u,s,>  of  ,he  Joint  FXM.ium.r^Committ^  ConKreS  0^^^^ 
I  nit,Ml  Sia(,.s.  Washington.  I  S,  C.ovi.  Urint  Off  1977  v  "2         ^°°«res8  or  tbe 

.\t  hra,!  of  III  I,  :  9^m.  Cong..  Isi  sess.  Joint  cotnniittee  print. 

Jol.  1.-  K,.onomlr  growth  in  the  Internatlonni  conte.xt.  HC106.7.U69  330.073. 

\V«'il.  Coition  l,,^..  .ViiHTlcaii  Inide  noli«  v  :  n  new  round  Xeu-  Vnrlr  Vt^^^h^*u 
Ceniury  Fnnd.  1»7.-),  78  p  HF14r^5,W32    382,3  ' 

W..rn..r.  Itoy  A.  Oil  ■ind  I.-S  s.  curit.v.  Orlds.  v.  21.  fall  1977  •  661-670 

IM  .l.le.s  n  eaMires  lo  reslri.  i  or  carlelize  world  trade  proliferated  even  nu  the 
year^end  deadline  faoing  the  n.nltilaternl  trade  negotlntirs  In  Qe^lJa^^w 

W0.HI.  ConiTrry  Iv.  ai  mikIhs  U.  Mndd.  The  recent  US  trade  deflelt  nn 

cause  f..r  |.anl.    K.>.l,.r.-,l  Uos-rve  Hank  of  St  Louis  review  v  60  Aw  7  7 

n.f;^;:f.r':::::rt;::-;:--^ 

K^U:,;.: -  an  .0  stre'ngtheu  the  doTar  woulj'nol 
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YMfer,  Inland  H..  and  David  «.  Tuerok.  Foreiicn  trade  and  U.S.  policy  the 
eaae  for  free  international  trade.  New  Yorlc.  Praefcer.  l»7fl.  20ft  p  (Praeger 
SS^fJLvSi"******'  *"  International  buHlneiM.  finance,  and  trade.)  HF1713.Y88. 

^  J^5^^  I»aOP08ITION  Two— RCftOLVKO  THAT  :  THE  UNITED  STATES  ShoUHi  SI(J- 
?iuNT1UK»^  ^'^  "^^^^  '^^"^  PKiVATK  DiHTRIBUTlON  OV  WKAeONS  TO  FoBEION 

Albn^cht.  (I.,  and  others.  Militarization,  arms  transfer  aud  arms  production 
III  iierlpheral  countries.  Journal  of  peace  research,  v  12.  no.  3  1075'  195-212 

Rxamiues  the  conseijuences  for  Industrialization  of  the  establishment  of  de- 
fense  Industries  In  developing  countries. 

Albrecht.  Ulrich.  Ar  ns  trade  with  the  third  world  and  domestic  arms  produc- 
tion. Instant  research  mh  pwice  and  violent,  v.  6,  no,  1-2.  1076  :  52-61. 

Alexander.  Archibald  s.  Arms  transfers  by  the  United  States:  merchant  of 
H^pfiUK  19"*-^^^^^  Vanderbllt  Journal  of  transnational  law.  v.  10, 

-This  article  deals  with  transfers  of  all  kinds  of  non-nuclear  arms  from  or 
by  the  United  State.s.  and  It  examines  all  tyi)es  of  transfers  Including  grants, 
transfers  on  cretllt»  govemnient  to  government  sales,  and  commercial  transac- 
tions  in  which  the  seller  in  part  of  the  private  sector  of  the  United  States.  There 
Ih  an  analysis  of  statutory  law  snd  appllcai»le  International  agreements,  followed 
hy  a  description  of  the  machinery  that  the  United  States  Government  uses  to 
maice  d(»clNlons  regarding  transfers." 

Anatomy  of  the  arms  trade.  Xewsweeic,  v.  88,  Sept.  6.  1976:  30-42,  45.  **The 
arms  trade  Is  nonetheloss  one  of  the  world's  largest  and  fastest-growing  busl- 
neaaes— and  It  Is  now  under  sharp  and  sometimes  moralistic  attack." 

Arms  and  the  Middle  East.  Bulletin  of  the  atomic  scientists,  v.  34,  Feb.  1978 : 
38-40. 

"Arab  and  Israeli  views  of  how  to  stop  the  build-up.'* 

(Nmtents-  Arras  and  the  Middle  East,  by  R.  Feld.— A  new  game:  stabilization 
by  accentuated  destabitltation.  by  E.  Galal.— Anna  and  security  in  the  Middle 
East  by  Y.  Bvron. 

Arms  trade  and  transfer  of  military  technology.  Bulletin  of  peace  proposals. 
V.  H.  no.  2. 1977  :  whole  Issue. 

Partial  contents.— The  transfer  of  military  technology  to  third  world  coun- 
tries, by  S.  I-andgren  Backstrom.  The  significance  of  military  technology,  by 
.M.  Kaldor— Technology  and  militarization  of  third  world  countries  in  theorerl- 
eal  persiKitlve  by  V,  Albrecht.— Consequences  of  transfer  of  military-oriented 
technology  on  the  development  process,  by  P.  Look  and  H.  Wulf. — Military  de- 
l)endency  versus  development  In  the  third  world,  by  M.  Wolpin. 

Arnson.  Cynthia.  Arms  race  In  Central  America  :  Nicaraguan  tinderbox.  Nation. 
V.  228.  Mar.  10.  1979  :  266-267. 

Ball,  Nicole,  and  Milton  Leltenberg.  The  foreign  arms  sales  of  the  Carter 
Administration.  Bulletin  of  the  atomic  scientists,  v.  35.  Fet>.  1979:  31-36. 

"As  a  presidential  candidate.  Mr.  Carter  pledge<l  to  reduce  U.S.  involvement 
in  the  conventional  arms  trade.  His  administration,  however.  Is  not  behaving 
much  differently  than  Its  predecessors.** 

Bal«.  Daniel  J..  Richard  Corrlgan.  and  Robert  J.  SamueLson.  Muffling  the  arms 
explosion.  National  Journal,  v.  9.  Apr.  2. 1977  :  496-^13. 

"In  this  siKH'lal  reiM»rt.  a  team  of  National  Journal  reiwrters  examines  the 
extent  of  the  world's  arms  trade,  the  domestic  pressures  to  sell  arms  abroad, 
the  relationship  lietween  arms  sales  and  U.S.  foreign  policy  goals  and  the  prob- 
lems of  curbing  the  arms  race.** 

Barnaby.  t^ank.  Arms  and  the  Third  World.  New  scientist,  v.  74.  Apr.  7. 1977 : 
39^31;  April  21:  137  13$*. 

**The  esi'alatlng  trade  In  arms  l»etween  the  Industrialised  nations  and  Third 
World  countries  Is  leading  to  a  number  of  unprecedented  arms  races  In  the 
latter." 

Becker.  Altrahani  S.  Arms  transfers,  great  power  Intervention,  and  settlement 
of  the  Arab  Israeli  conflict.  Santa  Monica,  Calif.,  Rand  Corp.,  1977.  25  p.  (Rand 
Corporation.  Paper  P-0901). 
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SO^Sff  i'i^W °'  Yearbook  of  world  affairs,  v. 

Benolt.  Enallli..  I)erenw  aod  economic  frowth  In  deTeloplnc  countries.  Lexington. 
If  aw..  Lexington  Books  (19781  828  p.  HC79.D4B46  as&Oem.  **»«««io«. 
 Urowth  and  defense  In  developing  countries,  v.  28.  Jan.  1978  •  271-280 

.i^ll'Vw^"»!^»^y?i°  Controlling  arms  transfers:  an  Instrument  of  U.S.  for- 
eign policy.  Dept.  of  State  bulletin,  v.  77.  Aug.  1. 1977 : 180-139. 
Address  by  Under  Becretary  for  Security  Assistance.  Science,  and  Technology. 

Benjamin  F.  Scliemmer.  How  Europe  sells:  in  con- 
1977 :  10.  la        "^'^  ^  ''»ten«'«<»n«l.  v.  114.  Aug. 

Bri)wii.  James  K..  and  George  8.  Stothoff.  The  defense  Industry:  some  per- 
SL^iiiTfUC?'?  fln/""^'"!  community ;  a  research  report  from  the  Conference 
Board  s  Division  of  Management  Research.  New  York.  Conference  Board.  01978. 
38  p.  (I  oiiferfiii-e  Bimnl  report ;  no.  893. )  Hl)974S.i;8  B7  338.4a 

JH^jHi  ^^A^^  ?  Developments  in  arms  transfers:  implications  for  supplier 
control  and  recipient  autonomy.  Santa  Monica.  Calif..  Rand  C<»p..  1977.  20  d. 
(Rand  Corporation.  Paper  p-^l.)  .  ««  •«  v.wp..  ^vii.  p. 

,  ;  -  Proliferation  and  the  spread  of  new  conventional  weapons  technology. 
International  security,  v.  1.  winter  1977 :  119-139.  lewiuoiogy. 

.i„^*„rii  '^"^''rl.*';.  '^^  ,^®°fjj£  Remarks  in  the  Senate.  Congree- 

sional  Record  (daily  ed.J  v.  128»  Oct.  7, 1977 :  S18819-S16821. 

*  America  the  arsenal :  what  should  United  States  arms- 

trade  iKiliiy  be?  Harvard  magazine,  v.  78.  June  1978  •  28-86 
A  call  for  a  reaHsewment  of  United  SUtes  policy  on  arms  sales. 

,K — \ — '^'^^  =  quantity  is  up  and  so  is  the  quaUty.  Bulletin  of 
the  atomic  siientistH,  v.  31.  Apr.  1978 : 10-12.  4u««i,.  xiuueiiu  ui 

"Competition  ia  flerce  among  the  major  arms  suppliers,  and  the  weapons  they 
are  delling  are  bigger  und  better  than  ever."  weujwuH  mey 

83* (5)**^^*^"'  t^""***^*  o'  arms  and  rights.  Boston  globe.  May  21,  1978: 

1»?7"'34*35*  °*  *       ^  abroad.  Business  week.  no.  2480.  Apr.  28. 

tMark.  l)ick.  and  Bernard  A.  Schriever.  U.S.  arms  sales  abroad:  a  policy  of 
n-Htraiiit.'  I  Washington  I  .\merkan  Enterprise  Institute  for  PubUc  Policy  Re- 
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Contents.- -Foreword.— Role  of  military  assistance  In  the  U.S.  foreign  aid  pro- 
gram. <;ov..rnineiit  lo-Koveriimeiit. Commercial  sales.— The  Presidents  arms 
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Analyses  "the  overneaH  aTms  salen  policies  of  the  three  niajtir  western  supplier 
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I>oenges,  Byron.  The  international  arms  trade.  Challenge,  v.  19,  May<June 
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on  pragmatic  tradeuffs.  " 

(fcrvasl.  Tom.  .Vrsenal  of  democracy  :  .\inerlcan  \ve4ip<ms  available  for  export. 
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IU7«.  :V2:>  341  p.  I  Kdlt«>rlal  rescan  h  H'ports.  M>7U.  v.  1.  no.  17) 
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ments, history  of  the  arms  tratle.  antl  the  recent  charges  of  bribery. 
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Haubok!,  Vrhard.  Wemponi  for  tb*  Third  World.  8w1m  review  of  world  Kffalr*. 
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Hot«,  Robert :  Carter's  export  muddle :  editorial.  AylaUon  week  ft  aiNice  tech- 
nology, V.  10©,  Aug.  7. 1978  :  9.  *^ 
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portant and  as  yet  little  heeded  cauaal  factor  In  Inteniatlonai  crises" 

.p;^'?Sno?ogV^''^«,^j^i%l^  * 
noI^i;:^33r1  ^lSS^^S^  "o""*"-^  A'l'^o"  week  ft  space  tech- 
IiJ^lTlOTS^^ILTo.*''"*  Aviation  week  ft  space  technology,  v.  100, 

V.  l05^(^t**4!^976f  le**"****  Aviation  week  ft  space  technology, 

lO^Ti^  msflL!'""  ""^f**"*  support.  Aviation  week  ft  space  technology,  v. 
^Kaplan,  Fred.  Still  the  merchants  of  death.  Progressive,  v.  40,  Mar.  1976: 

"Arms  Hales  are  a  substitute  for  policy  .  .  .  when  we  can't  think  of  anvthina 
el«e."  concludes  the  author,  attacking  some  of  the  rationale  for  arms  SalS. 
Kaplan,  Stephen  8.  U.S.  arms  transfers  to  Utin  America,  194{fr-1974-  rational 

in*7Ki';5!^r''""*"^'^**''*'°""*'''°«'  «>n<*ro«n«  arms  transfers  to  Latin  America 

•Ja  Sf  Sll".^;"^  '"h  ^  "P"""*^  '°  °'  strife^;,  b^au* 

Ik  iL  exwutlve  parameters,  and  relationships  that  exist  between 

S^S^.'^t^VM^r'fK""-  The  most  Important  Independent  viriable  is  the  stJatS? 
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h^ATIISivohT "?*'"nu  °'       y-^-  contracts  which  repre- 

Zlii:^'Z^uZ;^^^^^^^^^  ««--nments  under'the 

airJiTt'M.^irms'l  ilt..''"^'"  "-^  ^-'«^ 

The  artl<  le  examines  the  arms  sales  to  the  Persian  Gulf  States  the  evolvlnir 
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14^lJ"*'  Amerlc-a  «  white-collar  mercenaries.  Inquiry,  v.  1,  Oct.  16, 1978: 

a  ^l',^^~-.,l^  ''ir".™*""".  proliferation  of  white-collar  mercenaries  as 

H  <llre(  t  result  of  the  Inrnm  In  i:.S.  arms  sales  to  the  developing  worid  "Unlike 

r^i;e:rrwHrW.r/  fit         r:^''  r''^'''  dl8reputable%overlei;ts 
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Kr  wSSdivfrt^lnr ^""^     ^^°"«'  mei^irafS  spe^d 

mJla^^oSf/oLX"^^  -""Puters.  or  operating  S^m- 

pirT;^;^"  V.  n",  JST-AC'I^riS-ll"''  * 

by'^reJ^Jt^s^erMher/Smir''         ^"'"^  ^""'^'^  ^'^^^'^ 

.  -T^M*^^'      prartlce  'arms  restraint".  Nation,  v.  226  Sent  24  IftTT-  oao^oto 

usn^vliL'SilLn  wm^bTr'?!";;;"^"""!*  ^  ntUe'.^?e  ?ii;'?usSs'?s 

usual.  I  erhajm  there  will  be  a  slight  reduction  in  the  overall  volume  of  galea 
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...  but  In  general  we  will  seeing  a  rontlnulng  flow  of  advacced  TT.S.  arms 
to  nn  ever  growing  number  of  countrleN  abroad.** 

 ^The  political  economy  of  arms  salea  Bulletin  of  the  atomic  Bclentlsta.  v. 

82.  Nov.  1076:  10^  IK. 
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 Suppling  repression:  U.S.  support  for  authoritarian  regimes  abroad. 
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fiUck,  FMwanl  <\  Tin*  army  trade.  I»rocee<llngs  of  tiu»  Acailemv  of  Polltlnil 
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14^l"^*  l^**vld  L.  Foreign  arms  smiles  :  2  sides  to  the  coin.  Army.  v.  38,  Jan,  1976 : 

*'Moral  and  political  arguments  dominate  debate  over  the  U.S.  kole  in  the 
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nf  ofl^'rn' .A'""'* '"PPly  ^  third  world-^modcU  and  explanations.  Journal 
of  UKKlern  African  Htudlcs.  v.  15,  Mar.  1977 :  Dl-103 

vJ.luiV*^>u^  !'  TV      y'*'  "^'^^^^  recojfiilzes  2  characteristics  of  the 

hv  i«    n  capacity  of  the  recipient  and  the  political  demand 

r  ..r  1        1?  ,\  'n^x'^-l  also  recognlB,>s  2  external  determinants 

or  arms  .^ni>|,  y  the  Intensity  of  Imal  conflict  amonR  the  recipient  and  its  nelah- 
lK.rN  and  the  intensity  of  foreign  wmiK-tltlon  In  the  region. 

53' ri"'*  **  ^ioTiK-ay  BuHiness  weei    ^o.  2660.  Nov.  13.  1978: 

rn'iV'iru;  ^^'""f."',  '•«*'♦'  for  military  sales  In  American  Persian 

iH  ii  proceedings,  v.  103,  Jan.  1977 : 

Review  of  rtsearch  trends  and  an  annotated  bibliography :  social  and  economic 

nos^M.  untler  the  .uwpi.es  of  the  Internuthnial  I'eace  Research  Association  by 
he  Internatl<.nal  Institu-  for  I'eace.  the  Arbeltssruppe  RustuVaSS  St^ren 
n  I'"  n"';^  T'' ,V'^  Institute  Paris.  Unfsco  Now  YoS. 

r«lt  ral'f)r^nny,"^^^^^^^  I.^*?"  .'L ^^""f^  N"""""  Educational.  ScienUflc  and 
(  ult.ir.  I  Organization.  .s.Hial  Science  floaring  House.  RejKirts  and  papers  in 
the  s.h  IhI  s,  lences  :  110.  .<?!».  1  n»{2.r47ri  no.  30    .'{27.174.  »«i|wrH 

1  i^'T!"*"'.  'I''"'  ""l»««  t       foreign  military  sales  on  the  national 

liKhi.strial  tmse  .Stratei:i<- rt'View.  V.  15.  spring  1!)77  -  1.5- 21  national 
••K..r.  igii  military  sales  iK-nefif  the  C.s.  Ci-onomy  by  .x.ntrihutlng  to  a  favorable 
trade  balniue.  supporting  I  S  industry  with  ongoing  R&D  and  production  as 
'.In.T  'I'"'"""'  en.piojTnent  levels.  A  sustained  level  of  defense^SS  Indus 
niiiirm^     ' "  •^•o»<»"'l«'  lnterest.s.  is  an  ef^.sentlal  clement  of  military 

Ronfel.it.  David,  «,„!  Caesar  Serew-res.  I'.s.  arms  tran.sfers.  dlplomncv.  and 
"  ""^«  »rv<"»l  l«""ta  Monlc„.  falif.,  Rand  Co  p  J  1977 
62  p,  (Rand  toriMiratlon.  I'ajH'r  FOOOG)  f 
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**U.8.  arma  transfers  to  Latin  America  have  been  important  more  for  their 
Impact  on  political  relations  than  for  their  contribution  to  U.S.  defense.  For  the 
rnnainder  of  the  197()h,  aruiM  traiitifers  will  oontimie  to  an  ImportaiiJ  eiment 
of  IJ.H.-Latiu  American  relations.  .  .  .  amis  transfers  an»  diplomacy  hy  other 
means;*  AHaO.U28  no.  (KK)r»  355.03. 

Riidnick,  1>.  i>eath  of  iir  embargo— why  America  resumed  arms  sales  to 
Turkey.  Round  table,  no.  272,  (k»t.  tU7H:  355-361. 

Mampaon.  Anthony.  The  ar»..8  bazaar:  from  Lebanon  to  LoekheecJ.  New  York. 
Viking  Press.  1077.  3r»2  p.  H  1)9743  A2S;r»  ,m47. 

Si  handler,  Hcrliert  Y.  Ariii.s  sales :  a  program  with  a  pnriwst*.  Sea  power,  v.  21. 
Feb.  1978 .  28-^.  »        .  . 

**A  powerful  and  moral  -If  HometInu»s  misunderstood  Iristrument  of  national 
lioliey  should  not  »>e  oast  asUie  lUhtly.'  arjnies  the  author. 

Hchemmer,  Henjamiii  F.  IViitagon  reevaluutt^  Charter  arniH  transfer  |k>11cv  : 
NAl^)  standartli«atlon  Jeoiairdlxnl.  Armeil  Fon^es  Journal  Infernatlonal,  v  114. 
Auic.  1977:  12  14. 

to?u"  l  '^  warplancs  to  liie  Saudis?  I  .S  news  &  world  report,  v.  84,  May  15, 
ItiiH ',  IT""'! S. 

Representative  (Mement  Zablocki  argues  *\ves"  and  Senator  Joseph  lilden 
argues  **no*\ 

Shah,  Shafqat  All.  The  isilltical  and  strategic  foundations  of  International 
arms  transfers;  a  chhv  study  of  American  arms  supplies  to  and  iMirchases  l>y 
{ran  and  Saudi  .Vnihia;  l!Skv  7«.  (  rnpuhllslnHi  i»b.d.  dls.serfatlon,  rnlverslty  of 
Virginia,  1977)  34H  p. 

Avuliable  from  Tidversity  Microlilms  International.  IMs.sertatloii  (Ninles  IM) 
Box  17(M,  Ann  Arbor.  Mich.,  4810a  Order  no.  79-01155. 

SIvard,  Itutb  U»ger.  .Military  »»udget.s  and  s<M'lal  needs  :  setting  world  priorities, 
^ew  York.  Pulille  Affairs  (\>nnnittee|  1977.  LM  p.  (Public  affairs  pamphlet  no. 

The  lainipblet  offers  .some  bask-  Information  as  liackground  for  an  appraisal 
ofjirlorlfies  ess«*iitlal  to  the  sK^urlty  of  scKlety-mllltary  and  social. 

I  Ai7.srir>.  i{,"ri.023. 

Splitting  up  NATO's  arms  tmde:  r\S.  weapons  makers  are  'scared  silly"  by 
(a^rti»r  s  plan  to  shift  ilieir  rnarkef.  Husiiu».ss  week.  no.  2057.  Oct.  23.  1!>78:  111. 

Stwkholm  Interimtlonal  Peace  Research  IiLstltute.  SIPRI  year»»ook  of  world 
arnuiments  and  disarnmin-nrs.  ns;K/tW>.  .  N^.w  York.  Hunuinltles  Press  \  \U) 
SO!>a  ;M1.7:i. 

PNA-rSA  Natloiml  Policy  Panel  on  Conventional  Arms  (\introl.  Controlling 
the  international  arms  trade.  New  Yt^rk.  Pnited  Nations  Association  of  the 
tnlted  States  of  Anierii  U,  U\  p. 

UnlttHl  Nations  AsstKiatu»n  of  tlie  t  nlted  States  of  America.  Iowa  Division. 
HIg  Huslness:  i-ouvimuhhihI  wea|K)ns.  (Mnseatine.  Iowa.  11)7(5]  ."ie  p. 

Analyzes  by  region  the  transfer  of  cimventlonal  arms  from  the  U.S.  and  otiier 
sellers. 

U.S.  Arras  Control  and  Disarmament  Agency.  World  mllltarv  expenditures  and 
arms  fransfer^^  n>71>.  Washington.  VMM 

U.S.  (N»nfral  Intelligeiwv  A>:en<y.  National  Vorel^n  Assessment  Outer.  Arms 
flows  U>  LDCa:  U.S.-Sovlet  comparl.sons,  1074-77.  [Washington]  197S.  13  p. 

U.S.  Coa^^ress.  House,  rouimittee  on  Armed  Servkes.  Panel  on  Indian  Ocean 
Miriv  limitation  and  (Nmventlonal  Arms  Transfer  Limitation.  Indian  (Ut'an 
ft»rces  limitation  and  conventional  arms  transfer  limitation:  re|M>rt.  O'lth  Cong.. 
2d  ses.s.  WashiUKton.  P.K.  Govt.  Print.  Off.,  1071).  in  p. 

U.S.  Congress.  House.  Commltte<»  on  International  Relations.  SulKommlttee 
on  lnternatl(uni|  Security  and  ScientlHc  Affairs.  Con ,entloii;il  arms  transfer 
IMdiey;  imrkicroimd  lnfi>rnmtlon.  WnsliingtoiL  C.S.  (Jovt.  I'rint  Off    107H  ir»8  p 

At  head  of  title :  95th  Cong.,  2d  seas.  Committee  print. 

^'^^relgn  assistance  legislation  for  fiscal  year  197?>  rpart  2).  Hearings. 
Uoth  (  nng..  2i\  sess.  WashluKtoii,  C.S.  (;ovt  Print.  Off.,  P)78.  22K  p 

Hearings  held  Mar.  «...  Apr.  11,  1978.  KK27.1549  lUlH  aoS.OOH. 
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«.»vT,~***T'^"'  I'resldent'B  conventional  arms  transfer  policy.  Hearin«8. 

rJfan  ^ '«^«'*n*J«*o»«>  i^uctget  Oflkv.  HudRetary  cost  aavioga  to  the  Department  of 

^""T.  ^^^^'^^  Washington.  U.i?.  Govt^rint.  Off. 

l»7o.  M  p.  (Staff  working  paper) 

—  ^The  efftH  t  of  foreign  military  salt^  on  the  T.S.  economy.  Washington.  For 

Hale  hy  the  Supr.  of  Ihk«s..  r.S  Uovt.  Print.  Off..  1076.  27  p.  (Staff  working  paper) 

Aiiab«e«  the  m  icn^eiMuioniie  effectn  on  the  U.S.  economy  of  the  sale  of  US 
arniH  abroad.  UMlng  two  wontuuetrie  mmlelH. 

rJL^:  general  Accoruting  Office.  Perspectives  on  military  sales  to  Saudi  Arabia : 
report  to  the  (  ongress  l»y  the  <\)mptroller  (;eneral  of  the  United  States.  [Wash- 
ingtonj  1W7.  50  p.  '*IIM7-19A,  Oct.  20.  1D77'*  HD9743.U6U59  l»77a    382 4« 
pin^/;*  (N^ngres:-.  (V>ngressi,mal  ReHearch  Service.  Impllcntlons  of 

n!^Vnr:Lu^^Vn  ^°7?V''''.*^  ""^^  transfer  policy:  report  to  the  Committee 
AuZ^Zn    j^;^/"^  V"^*  V'*'"**^  ^"^^""^^^       ^^'"^  Subcommittee  on  Foreign 

AHHistance  of  the  rumuiitttv  on  Ft>reign  Re  ations.  United  States  Senate.  Wash- 
Ington,  U.S.  Govt.  Print.  Off.,  1977.  50  p.  o^uatc.  TTasu 

At  head  of  title:  95th  Cong .  1st  sess.  Committee  print.  K872.U45  1977  327.73. 

U.S.  President.  1977-  (Carter).  Arms  transfer  poUcy ;  report  to  Congress! 
Washington.  U.S.  Govt.  Print.  Off.,  1977. 107  p.  *^    ^  »  i~ 

At  hriid  of  title  :  Ofith  Cong..  1st  sess.  Committee  print. 

Vayrynen.  Ralmo.  Transnational  corporations  and  arms  transfers.  Instant  re- 
sean  h  on  i^eace  ami  vmlenee.  v.  7.  no.  3  4.  1977  :  14,V16«. 
A  vote  for  continued  arms  salee  abroad.  Nation's  business,  v.  65,  Aug.  1977 : 

lh^.7trSm'\^^  ^""^^^ '  "^^^^      Council  on  Economic  Priorities  newsletter, 

Weaver.  Jerry  L  Arms  transfers  to  Latin  America;  a  note  on  the  contagion 
effw  t.  .ftiurnal  of  |H  a(v  researeli.  v.  11.  no.  3. 1974  :  213-219, 

Hy|K»theMizes  that  •the  pureha.se  of  a  new  weap«)ns  system  by  one  country  will 
spur  Its  suspicious  m*  rival  neighlM>rs  to  (»btain  new  arms.** 

I  ^"^^  ^^'''.^T'  ^''■^'''[•'^'^^  rnrter  s  arms  transfer  jnilicy  :  a  critical  assessment. 

|Hashlngton)  Aavnnteil  Internatiomil  Studies  institute  (1978  ]  23  p.  (Advanced 
n»ternati(»mil  Studies  Institute.  Sptvial  re|>orts  on  international  affairs) 

•Attempts  \o  i^xamine  the  ("iirter  Ailminlstration  s  iH)lley  as  It  has  been  applied 
over  a  number  rf  months  ...  to  tietermine  the  extent  to  which  It  has  In  fact 
bwi  atlhennl  to  ami  to  asses.s  the  impaet  it  has  had  on  U.S.  interests."  E872.W44. 
327, 171. 

Why  Carter  will  have  a  tou»?b  timo  trying  to  v\irb  arms  sales.  U.S.  news  & 
world  report,  v.  83.  Aug.  1,  1977 :  39-40. 

I>.  Dkhaik  Proj>osiiio\  Thkkk    Ukkolvko  Thai  :  Thk  United  States  Shoih^u 
Sio.NiricANTLY  Reduce  Its  Foreign  Assistance  Pbograms  to  ToTAtrrARiAN 

OOVKRN  M  KNTh 

Heitz  Charles  H.  Human  rij:lits  ami  social  Ju.Mtiee.  College  Park.  Md..  Center 
fur  Ihllosopby  ana  Pnblir  Coliry.  Cnlvrrsity  of  Maryland.  1978.  21  1  (Working 
|>a|H»r  HRFP  3A)  * 

wil**^**^*";  Human  rights:  rhetoric  or  action?  Washington  Post.  Feb.  27. 

197  <,  p.  (  1,  1*4. 

".Ilmmy  Carter's  onrs|H»krM  advoraey  of  human  rights  abroad  moved  from 
rhetoric  tu  rorirrete  aetion.** 

v  W^O^t  7jj7r**"\^j';</*^'  American  foreign  policy.  Foreign  affairs. 

In  an  historical  snrvc.v  the  author  shows  that  American  |)oliey  on  the  question 
of  illt'tatorships  has  often  Um'U  contradictory  and  (^)mes  to  the  conduiilon  that 
our  distaste  for  dictatorships  should  have  much  clearer  weight  In  our  total 
IMdieles. 

Center  for  Internatioruil  Polity.  Human  rights  and  the  U.S.  foreign  assistance 
program,  tisiiil  year  ll»7s.  jxirt  1    Latin  America.  Washington.  1977.  61  p. 
The  rei)ort  examines  Argentina.  Rra7.iI.  Chile  and  Nicaragua. 

Chace.  James.  How  'moral*  can  we  get?  New  York  times  magazine.  May  22. 
1977 ;  38-40.  42,  44.  46.  48. 
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"By  Injecting  human  righto  into  foreign  policy.  Carter  has  reviveo  an  old 
American  alleuima. 

Chomsky  Noani.  •  Human  rightn^*  and  American  foreign  [Kilicy.  Nottingham, 
SpokeHuian  BookH,  11>7h.  m  p.  K744.C5143   327.7^ .  » 

xv~i\ir*  Kdward  S.  Herman.  Why  American  l)U8ineg8  supports  Third 
world  faHclHrn.  BuHineNH  and  wK  iety  review,  no.  23»  fall  1977  •  13-21 

.1  a^^«"l>  of  ten  wuntries  with  dictatorial  governmeatH,  the  aiithorK  develop 
the  thesih  that  'human  rights  have  tended  to  stand  in  the  way  of  the  satisfactory 
pursuit  of  U.S.  erouomlc  interests,  and  they  have  i>een  sy^itemutlcally  brushed 
asi  ciev 

Cjaude.  Richard  P.  Human  rightu  in  the  Philippines  and  United  States  rPHpon- 
Hlblllty.  (  <»MPKe  Park.  Md..  (Vnler  for  Philosophy  and  Piihllr  Policy.  University  of 
Maryland,  36  1.  ( Working  paper  HRFP-5. ) 

ChTlHtopher.  Warren.  IIiiiiiuii  rights :  principle  and  realism.  Dept.  of  state 
bulletin,  V.  77.  Aug.  29.  1077  :  l'OU-273. 

nerlan  Patricia  M  The  role  „f  human  rights  |wllcy  In  arms  transfers.  Dept. 
of  State  Itiilletln,  v.  7H.  Nov.  UYlH  ;  51-54. 

l)<»ran.  Charles  V.  V.H.  foreign  aid  and  the  unstable  polity:  a  regional  ease 
study.  Orhls.  v.  22,  summer  1»7S :  435-452.  t^iuun,  mm- 

Examines  "the  ald/stahlllty  linkage  In  the  context  of  historical  experience 
within  the  Carlldtean-Central  Anierlcau  region.  .  .  .  The  Impact  of  foreign  aid 
on  the  domestic  iMtllticai  staldllty  of  Carll.hean  and  Central  American  iwlitles 
Is  especially  timely." 

..^f^'';.''^ilf"'*®'*'-  rights.  New  Yorker,  v.  53.  July  1«.  1»77  :  36-38.  40-42. 

♦*,  46,  51-52.  54-62. 

•'A  hunum-rlghts  MIcy.  It  has  already  been  discovere<I.  will  be  hard  to  imple- 
ment, because  the  adv.K-acy  of  human  rights  as  an  aim  of  foreign  policy  can 
wlllde  with  other.  contr«dlctory  alms.'  b    t~  * 

1978  •'ll^n*'"'^'^"  ^"^  «'""try  reports.  World  Issue,  v.  3.  Oct.-Nov. 

Jul^y'lvug  **ll)77  -  4  '"^''''"^''^  dlsagrt^Muent  about  human  rights.  Worldvlew,  v.  20. 

A  pn>  and  con  dialogue. 
.  *'••'!'•  f^^  orlty  assistance  in  |M»rsiiectlve.  College  Park.  Md.  Center 

IMiIn^r  Inm^^  ''"''"'*  ""Maryland.  197H.  15  1.  (Working 

Foreign  |H.llcy  and  human  rights.  i„  American  Society  of  International  I^w 
Prwmilngs  of  rhe  tJUth  annual  meeting.  Washington  (cl976]  m.  251-264 

Remarks  by  i^inanl  Meeker  and  C«rlyle  Maw.  -;vt. 

Frankel.  Charles.  Human  rights  and  foreign  p..||cy.  |Xew  York]  Foreign 
Policy  Association  (1978)  64  p.  ( Headline  series.  241)  roreign 

»hZS."r,w'^t"\'ru'''M'r'"'''''  "'V'  fundan.ental  human  rights  has. 

through  most  ,.f  its  history,  made  the  country,  as  It  were,  an  International 
possession-a  country  whoso  |K»rformance  has  been  watched  with  special  hope. 

?hi."  K.  t"'^  •T'''*"'  "  traditional  for  Americans 

themselu^  to  think,  or  wish  to  think,  that  hunmn  rights  are  not  just  an  American 

19^^T4'(V  156**'''  ^  «"«>  'orelgn  iH.llcy.  Foreign  iwllcy.  no.  26.  spring 

"  •••"""''t'np"t  <«•  Infuse  American  foreign  policy 
with  a  dwiHT  o.nccrn  for  human  rights  .  .  .  however,  the  fultlllniciit  of  this 
commitment  may  prove  ditflcult."  1.1111111114111  or  huh 

tri-ni'Ilr^'uH*"*"  '^.l"^"'  '"t"«>-I»«'"ie»w:  "ow  challenges  for  the  Indus- 

5Snt'eTc.m2'«.;^^^^  ^^S:?;.'"''""*  ^"'^       "^^'^^  ^"""-"-^ 

V.  W  "^llr^   rlghts^an  Issue  for  our  tin.e.  Hastings  law  Journal. 

The  current  concern  with  htiman  rights  can  be  vlewe«|  as  part  of  an  ongoing 
n.vol«tlon.  a  central  concept  of  which  Is  that  hun.an  rights  traLer.d  ,he  law? 
and  domestic  Jurisdiction  of  s.a.es  and  arc  rightfully  the  coi  S  of  alf  men  " 
writes  ■•former  Associate  Justlc-e  of  the  Supren.e  Court  of  the  United  sJate^and 
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S'SlSSfcK:-'  ****  Conference  on  Security  and  CoopcHitlon 

racSS!"""*^  '°  Of  Htate  in  accorJanJr^S^f 'if?ant  No.  1722- 

of  ('allfonVlVi   JiiiH  4H       ,  f;  ,  International  Studies,  University 

K3240.Hn3   341  48^^^  '^^^''^'^  «nternati..nal  affairs;  uo.  8) 

ConS^^'llarT'Md^cSr'fn^PM."''  '"^""^      unbrealcable  link. 

iund^Ta'loYTwo^khr;^^^  ••"•""^  ^'"'versity  of  Mary 

SIS  and      ^K;?er«^  - 

d^M^~ 

v'^?:il.rm  I'JfSlVn'  -  "^--o-l  ChriBUaoIty 

Are  liunian  rights  a  high  priority  In  f.s.  foreign  policy  ' 

Hhoiil<|  we  use.  and  how  8.)on  can  «e  expect  results?"         P'OK'esf  ?  What  means 
Iluiiiun  rljchts  &  American  dit.lnniacy,  lOTiVTT  Editor   Tnrfifh  v  n.  

»..'\';^i;;!;;vr.ri,/;:,^i;-r/i;f;i  r;^;!  '^-'^ 

.Ju'.  i"*i"r/"i^V'"'.  "^''''y      ''""i"''  "Khts:  haned  on  a  series  of  lectures 

i:iV.r i^.r„.^on'.'ij;rJ-r;si^^^  /^;.rK;  - •  --^^^^ 

Fo'r;:i'rs;r.^^^^^^^^^^^^  right,  ieglsiation. 

mSl?r««M'^I>n.nl?"'.  '•^Ti  Vglslution  t„  „,«ke  econon.ic  and 

r;:::i!r/rrir.;;:ii::;::^^^   --..chiev. 

V.     w;*'ys?7t,;7-i;« '"''•^ »>o"'^>-  ^^^'^ty. 

t...7l..«i7il!!i"i'*r  ^"i  l'hil<»Hophin,|  iinderpinnlnjfs  from  which 

I«  V    A.       'V    ''•'"V*-  of  l.ipartis^nsl.irnn  ourdemS 

racy:  the  challenjce  <  f  pursu  uk  our  nioriil  values  eaiWiniir  kV/Jo^  ^^^^ 

«  oonudex  world  ;  and  the  relationship  ot  issurs'such  "TuS  St?to''o?hers  " 

iiMltrn^stX";' VmT'Tp'ca.  '"'^'•^  P*'"'^^- 
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•Morality  without  security  1h  inefTectual  ;  necurlty  without  morality  ig  empty. 
To  i^MtuhllHh  th('  relationship  and  proportion  l»etweeii  these  ^oaIh  1m  perhap»  the 
iiioHt  profound  challenge  before  our  government  and  our  nation/'  concludeH  former 
HecTetary  of  Htate. 

Kyrolalnen,  Hannu.  An  analyHiM  of  new  trendu  In  UH  military  training  and 
technical  agHlstmict*  In  the  Third  World.  Instant  research  on  peace  and  violence, 
V.  7,  no.  »-4,  1977 :  167-183. 

Laqueur,  Waiter.  The  iaaue  of  human  rights.  Commentary,  v.  63,  May  1977: 

The  human-rights  Issue  t>elng  made  a  cornerHtone  of  foreign  policy,  presenta 
a  dangertHiH  challenge  to  the  administration. 

fiUt«H>f.  Ni>ei  V.  Targeting  foreign  aid  to  the  potirest  of  the  poor.  Foreign  Service 
Journal,  v.      Dec.  1977 .  18-20, 33. 

•A  new  development  strategy,  namely,  that  of  targeting  external  assistance 
to  the  poorest  of  the  poor  In  developing  countries,  has  prompted  considerable 
speculation  that  fresh  life  Is  being  breathed  Into  the  battered  corpus  of  foreign 
aid,'* 

l.efever,  Krnest  W.  The  trlvlallzatlon  of  human  rights.  Policy  review,  no.  8. 
winter  1978:  11-26. 

"Tiie  Carter  campaign  has  confused  our  foreign  policy  goals  and  trivlalised 
the  concept  of  human  rights.  It  both  reflects  and  reinforces  serious  conceptual 
flaws."  The  article  examines  six  Interrelated  flaws  of  the  human  rights  crusade. 

Lolie.  Thomas.  United  States  national  security  |>ollcy  and  aid  to  the  Thailand 
polh'e.  [Denver.  Graduate  School  oi  International  Studies,  University  of  Denver, 
li»771  1«1  p.  (Denver.  University.  Graduate  School  of  International  Studies. 
Monograph  series  In  world  affairs) 

Loescher,  G.  D.  U'.S.  human  rights  policy  and  International  financial  institu- 
tions. World  today,  v.  33.  Dec.  1977  :  453-463. 

"In  the  formulation  of  US  foreign  policy  t*>day,  human  rights  Issues  are  con- 
sidered In  the  allocation  of  security,  economic  and  financial  assistance.'* 

.McKlnlay.  H.  D.,  and  H.  Little.  A  foreign  policy  model  of  U.S.  bilateral  aid 
alhH-atlon.  World  polities,  v.  30.  ihi,  1977 :  58--86. 

•One  view  explains  the  alliK-ation  of  aid  In  terms  of  humanitarian  needs  of 
the  rtH'Iplent,  the  tether  explains  It  In  terms  of  foreign  iM>lioy  Interests  of  the 
thMior.  .  .  This  paper  develops  an  analytic  model  of  the  foreign  policy  view  of 
aid  .  .  .  [which  Is]  tested  by  making  a  cross>natlonal.  longitudinal  study  of  the 
alliMMttlon  i>t  U.S.  aid  over  the  years  1960-1970." 

.McLanghllii,  Martin  M.  Tlie  United  States  and  world  development:  agenda 
li»i9.  New  York,  Praeger  [cl979l  268  p.  (Praeger  special  studies) 

**To  participate  effectively  In  what  the  President  on  his  Inauguration  day  called 
a  'conunt»n  effort*  tt>  alleviate  the  world's  Increasingly  Interrelated  ei*onomlc  and 
stM-lal  probleuLs.  the  Unlte<!  States  niUMt  now  slnmltaneously  (1)  help  revive  the 
presently  stalle<l  iieih;otlatloits  to  refornt  the  International  economic  system  that 
now  so  flearly  falU  tt>  assure  the  future  progress  of  both  North  and  South,  and 
fo(*iis  on  th('  need  to  launch  an  International  effort  to  meet  the  basic  needs 
t>f  isMir  |>e«>ple  everywhere  within  a  specified  time  frame." 

.\Iar^hlnt^  Michael.,  and  Rol^ert  K.  Musll.  Food  for  Peace  or  food  for  power? 
<1irlstlan  n»utury,  v.  IM.  Aug.  17-24.  1977  :  714-718. 

Authors  I'onteud  that  the  FikhI  for  I*eaee  program  Is  "a  ft)relgu  iH»llt'y  weapon 
th'slKMUMl  tt»  promote  U.S.  economic,  isdltlcal  and  military  advantage.  They  Vrltl- 
ii'/A*  the  I'.S.  for  making  aid  available  to  repressive  regimes.  f(»r  using  aid  as 
a  nutans  t»f  maintaining  U.S,  agrlcMiltural  prl(*es.  and  for  Ignoring  destitute 
roniitrles  whoso  friendship  would  not  advam^e  U.S.  fort^lgn  policy  alms. 

Martin.  Kdwiu  M.  Should  observance  of  basic  lunuan  rights  Ik*  a  prerequisite 
for  aid  ?  .\tlaittlc  t*omnunilty  (piarterly.  v.  U(.  sunnuer  lii7H :  21t^221. 

"Altl  slionbl  Ik»  given  to  an  UDU  when  doing  so  Is  more  likely  to  Improve  the 
observHiit  e  of  basic  huinait  rights  In  the  future  than  withholding  It." 

Martin.  Wllllatn  .M.,  Jr.  Human  rights  and  foreign  (K>llcy  :  the  relationship  of 
thei»ry  ami  action.  Parameters,  v.  X.  Sept.  197K :  3(M0. 

Ilnniait  rights  'it  is  not  n  new  Idea,  but  one  that  In  the  last  few  years  has 
smldeidy  ixrouie  a  major  theme  In  world  dlph>macy  and  out*  of  the  thorniest 
Imsuch  betwiH'u  Kasc  and  West.  The  present  administration  seems  firmly  com- 
mitted to  ItB  cause.*' 
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'"'^IS'.^"''  ''"'^*°  ■»  intecworen  that  Ouy  caaoot  be  •inant.H 

I97I  •'TS*  rt««>t8.  Commentary,  v.  64.  Aug. 

^.11  t<ilTraU\r„.Ma^^^^  "     -re  im. 

V.  JoXr;»;«;'i5J-,S5';*^'*"  =  ^on^?  Revle^v  Of  poUtlCB. 

Explores  human  rlRlits  nnd  leKlthuate  foreign  jwllcy  obJecUves 
Packeiihnm.  Rol.ert  A.  LIDeral  America  and  the  Thirrt  WnrtH .  j  ■ 

opmeiit  ideas  in  forelgu  aid  and  social  HClence  Prln^^^^^^^  p2ni^?in'*TT^ " 

verslty  Press.  li»73,  ;«)-,  p.  HC60.I>>        91  "'nceton.  N.J.,  Princeton  Unl- 

«p^;H;s:^■1!,.^i'rr^s^?!i^^^^^^ 

"VkI''  "f*"*'?  ^L***  '«<^'o"""  which  are  going  to  bring  the  Issue  of 

iTn  '  '"^''•"nt  of  international  relation?  and  hf  DrSbS  of 

national  and  lnternatl.)n«lp,,lltk'8  created  by  the  new  debate.  Problems  of 

rrnnger.  Uol)ert  J .  and  Dale  R.  Tahtlnen.  Toward  a  reaUstlc  military  a««iat 
C  1^7'";?.?.  American  Enterprise  InStlTute  tor  P„bllc  Po£' 

ReHeunh.  nh4.  48  ,..  (Foreign  affairs  studies.' no.  15.)  UA12.P?  355^20973 

IW  Sr\'i.  l'?.77  -u"  ""^  Commonweal,  v. 

"The  f.H  us  Inevitably  playa  Into  the  Cold  War  mentality." 

affa^;i:^'rn.;'^:;i";.;'i>3Sr"  ''"''^ ''^^ 

"After  t  wo  uncertain  years,  [human  rights  Inltlatlvel  •  •  •  remains  a  vital  if 
problematic  str..l„  i„  American  foreign  policy.  It  therefore  seemnwroprlate  " 
attempt  an  nterim  as.>«.ssment  of  the  human  rights  Initiative  •  itnrigtas  its 
ambiguities.  it.s  iichicvemcnts.  its  iM^rlLs.  its  pro8|)ects."  ongins,  its 

Hhue.  Henry.  Foundation  for  u  bnianc.Ml  T.S.  policy  on  human  rights:  the  slg- 

fir'poM     rT .'''•'""iT  "fx."  Philosophy  nnd 

lublic  I'oll.y.  I  iiivcrsity  of  .Miiryland,  1977.  32  1.  ( Working  paper  HRfT-1) 

«f^?^s.' ""i^'Ir  mn '"a-i^^^        ^"  ""^  ^^"'^  authoritarian  regimes  Foreign 

r       l^l'/'lr     UK         ' relations  with  the  Soviet  Union  and  examines  also 
I  .s.  relations  with  some  hss  ,H,werful  but  authoritarian  regimes. 

fo«ai^'.!"  /;"'i"'  '**;a*'"'^       "^'^"^      ""^^^       American  experience  with 

foreign  aid.  Amcri.  Hn  licritage.  v.  29.  Apr.-May  1978:  64-71  76-81 

-The  Amerl.an  Koverinnent.  I>eglmiing  with  the  loans  of'world  War  1.  has 
had  sixty  years  ..xpericnce  with  foreign  aid.  The  exjterlence  reflects  the  shifting 
asHumptlonM  of  foreign  |s.llcy -from  the  denial  In  World  War  I  that  our  iMins 
Hh».iild  .t.nsi.l.'nNl  ti  contribution  to  a  common  military  effort;  to  the  gen- 
eroK  ty  of  I^m  -I^.as*.  und  the  .Marshall  Plan  during  nnd  after  World  War  11  • 
.  .  to  th.'  disilius  o,„„p„t  .,f  the  Vietnam  era.  when  many  Americans  seemed  on 
the  verge  of  .ibnudoninit  the  whole  enterprise:  to  a  *|uleter,  more  mature  willing. 
iiesN  111  tlu.  Int..  19. (»s  to  .ontinue  foreign  aid.  but  on  n  relatively  modest  scale 
and  without  uiopiau  expectations."  ujwcoi  iH.Kie 
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Smith.  Ralph  Stuart.  The  United  States  and  the  Third  World:  a  diBcusglon 
pa|H»r  prepared  hy  Ralph  Stuart  Smith,  special  adviser.  Bureau  of  Public  AffairSp 
IVpartmeiit  of  State,  Waahlugtou.  Office  of  Media  Services,  Bureau  of  Public 
AffalrM  for  sale  by  the  Supt.  of  l>oc8.  U.S.  Govl.  Print.  Off..  1976.  65  p.  (General 
foreign  |H)llcy  nerles.  301 :  Department  of  State  publication.  8863  HC59.7.SftO 
33S.in. 

Sohn.  I/OUiH  B.  The  humun  rUbts  law  of  the  Charter.  Texas  international  law 
Journal,  v.  12.  spring  suu!imcr  1977  :  129-140. 

"Not  only  the  letter  <»f  the  Charter  but  also  the  spirit  of  Its  human  rights  pro- 
vlsloUM  have  had  u  profound  lnfluen(*e  on  the  changes  in  the  human  rights  field 
which  have  occurred  In  many  imrts  of  the  world  since  1W5." 

Spi^clul  issue:  human  rights.  Bulletin  of  peace  proposals,  v.  8,  no.  3,  1977: 
whole  issue. 

Partial  contents.  -  lUiniun  rights  and  |)eace  research,  by  K.  Skjelsbaek.— The 
United  Nations  and  human  rights:  a  critical  appraisal,  hy  T.  Van  Boven. — Mill- 
tarlJEatlon  ami  human  rights  in  the  Third  World,  by  R.  Falk.--  Development  and 
human  rights.  Uy  S.  Marks. --Human  rights  and  educational  reform,  by  B.  Rear- 
doll.  -Human  needs  and  human  rights:  a  theoretical  approach,  by  J.  Galtung 
and  A.  Wlrak. 

StaufTer.  Hot)ort  B.  Philippine  authoritarianism :  framework  for  peripheral 
•development".  Pacific  affairs,  v.  50,  fall  1977  :  36&-386. 

Examines  critically  thp  in>lltlcal  Implications  of  the  American  development 
uutdcl  for  the  Philli^pines.  "The  American  model  acc*epted  the  high  probability 
that  development  would  be  arcomiMiuleit  by  widening  internal  gaps  t>etween  rich 
and  iHior.  lietweeu  regions,  and  between  the  Industrialized  center  and  the  devel- 
oping |)erlphery.  .  The  basic  economic  model  hides  an  Implicit  political  model-- 
that  of  an  authoritarian  polity.** 

Tonelson,  Alan.  Foreign  aid  reform:  killed  with  kindness.  Nation,  v.  220, 
June  10.  VMS  :  tiWV  689. 

"A  bill  containing  the  most  ambitious  effort  la  seventeen  years  to  overhaul 
the  l>eleaguereil  U.S.  foreign  aid  program  died  quietly  early  this  spring.** 

U.S.  Agcn(*y  for  International  I>eveloi>nient.  Implementation  of  **New  Direc- 
tions** In  devplopuuMit  as.sistance  :  report  to  the  Commit tt»e  on  International  Rela- 
tlons  on  the  implementation  of  legislative  reforms  in  the  Foreign  Assistance  Act 
of  107a.  Wa.Mhlngton.  I  .S.  Uovt.  Print  (^ff..  lt»75.  8«p. 

.\t  head  of  title:  S^ltli  Tonji;-.  1st  scss.  Committee  |on  Internatbauil  Relations] 
print.  KK ASlL>:i    :{4:{.7:i07 1. 

I*,S.  ro!i;:res.^.  House,  Tommlttee  on  International  Relations.  New  directions 
In  development  :ii(t  :  e\(*erpt.s  from  the  legislation  Uis  of  .January  1977).  Wash* 
ington.  I'.S.  Uovt.  Print  Off..  1977.  20  p. 

At  head  of  title:  IK'th  (N»ng..  Ist  sess.  (*ommittw  print.  KF16tJ8.A25  1977. 

(*.S.  rnm2:ress.  House  (N)rnmittee  on  International  Relations.  Subcommittee  on 
Ititeriuii to!)  *t  I  >evelopinetit.  KetliiiikinK  ri>ite(l  States  foreign  {Mtlley  toward  the 
developiti;;  World.  Ilearintfs.  Iiotli  (*on«..  Isf  sess.  Washington.  U.S.  Govt.  Print 
Off..  I!)7T.  'Jl  l  p. 

Ill  nriiiKs  field  Au^.  I.  0<  f.       and  Nov.  1.  1077. 

•.V  <Titi<al  review  of  AlO.  hrietlng  ou  eerfaiit  exe<Miflve  hranch  activities  In  the 
f<»reign  aid  tield.  the  hrookinjrs  Itistlfufioii  reiM>rt."  KrJ7.1.'4J>  I977<*  :ra.(H)81)2. 

f'.S.  ('oMunws.  Mouse  "ommlttee  (»n  International  Relations.  Snbcommlttee  on 
laternatintial  or;;ani/atioits  H'orei^ti  a.sslstance  leKlslati<ui  for  fiscal  year  1979 
<part  IK  Hearings.  Ooth  (*ong..  lid  sess.  Wayhin«toii.  T.S.  (Jovt.  Print.  Off.,  1978. 
7sn  p. 

r.S.  iHjIiey  ou  hiitnan  tights  and  military  assistance  In  Indonesia.  Nicaragua. 
Phllippines/Thailaiul.  and  Iran.  I'.S.  voluntary  eontrihutions  to  Internatlomil 
orguni/aHotis  iiiul  programs. 

lleariiiKsheld  Keh.  M  .  .  .  .Mar.  S.  |07S.  KK27.I54fni>7K  3.Vi.(K)S. 

Ihunan  rights  and  f  nited  States  foreign  policy  :  a  review  of  the  Admin- 
istration s  riM'oril.  lleariiiK.  Doth  Con^..  1st  sess.  Oct.  1!5.  1!>77.  Washington,  U.S. 
(Sovt,  Print.  Off.  I<>7s.  Tip.  KrJ7  ir»»!0  P.>77o  :V2:V401>. 

r.S  ron>:rf»ss  Senate.  (*i>mmitt«M»  on  Foreign  Relations.  Stihcoinmittee  on 
Korelcn  .\s<israrue.  Human  rintils.  Ilearlntrh.  iJoth  (*on«..  1st  sess.  .Mar.  4  and  7. 
1!>77.  Washington.  I  S  Oovt,  Print.  Off.,  1977.  KM  p.  KPJd.HUm  ;iri;lO()«92. 
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At  head  of  title:  Budf?et  iHsue  paper 

tlonH  116(d)  iiiiii  w>niiii  nf\»L     J^^^^  *  ^       Senate  in  am>rdance  w  th  sec- 
WaHh...KrI«.I  I'a  am-?p;|„t'(r  1978  fSli*"'""'*  °' 
At  »...a.i  of  Htle:  95th  ConR..  2d  sess.  Jolnt  eonimUtee  print 

Affairs.  I  S.  Honse  ..f  R^-p.^sentatlves.  Washington.  V  S.  Covt.  iSt  01t.ri979 
At  homl  ..f  (itl,-:  JWth  fonK..  Ist  sess.  Joint  conimlttee  Drint. 

t»re,tions  In  development  aid;  excerptH  from 

loni'^of  S,  r  r.'rr'       "^h^V""'""""^       I"terVmtIo..al  ReSS  or  th^ 
kSk::vVi&  WashlnKton.  V.B.  Govt.  Print.  Off..  1976.  21  p. 

Ilmni,  Hlihiv\?/.m'"*'"r  l'"""^'*"'  National  Defense  Division. 

Ilmmul  rightN  .on.lirions  In  .sei*Kt«l  countries  and  the  i:.S.  response  Prepared 

I»Hn'ir„,  »*^;''h'°'"V^:"J"^*''"^"''""'  Organizations  of  the  CommltJIeon  K 
Off.  lOTS  §72  p."^'  ^     """'^  °'  Representatives.  Washington.  U.S.  Goyt.  Print. 

At  li«>a<l  of  titio:  JtT.rh  Cohk.,  2(1  sosx.  Committee  print.  .IvrJl.Vn  1978  .'?23  4 
iK.n..v  uu'""«"i/''^*''*'J"- community  and  In  U.S.  i-ireign 
of  the  roinmStZ'Ti'f  ''^  Sub«)inmlttee  on  International  OrganlzatToS 
i  JX  vrZr.^i^^^^^^^^  Representatives.  Wash- 

Ai  li.>)i<l  of  (itl..;  !Wth  CoriK..  1st  xPs«.  Committee  print.  K3240.4.Un36  341.481. 
^    *i  ,  "VL^'I!  arms  transfer  and  security  assLstance  nrograms  Pre- 

KnlV'in  .^l  «"»^'°'"™'tt/;«  Kurope  and  the  Middle  East  of  the  Somm"  iee  on 
Prifroff  i97al75  p!'"  ^'-^  ^""'^  °'  RepresentaUyes.  Washington.  U.S.  Go?t. 

At  head  of  title :  95th  Cong..  2d  sesa.  C5omniIttee  print. 
I  .N.  security  assistance  programs,  are  now  conducted  under  the  foUowIuE 
.road  ca teg  Ties:  the  military  assistance  program  (MAP)  •  International  mil!* 
iSi^'SmSch^^^^  l?J"'''V'f^''V'        'orelgu  Ulitai;  sa\l™rFMS    p  1 

'"'"^'^  admiSiSatTon^x^rS 

>vhi(?M97s  '•►T^'J^^^  I'<"'0-  nnriew.  no.  3. 

n,.?I-niV''rv.!"'.'  I'r..iK.siti..n.  n..u-  fashional.le  in  Britain  and 

I  ,  '.''"7';  •'''f<"'^«'      '""iitm  rights  should  1,0  among  the  -hief 

ol.J.^ls  of  for.  iKii  poli.y    I  si.i.ll  argue  that  this  pro|)osiiion  is  Iwth  false  and 
utiiisccrtMis. 

Vaiii*..  r.vriH  llmuun  rl^hfs  aiui  forolun  Mk-y.  Ooorfda  journal  of  interna- 
rioiijii  iMKl  <MHiipar«tiv<^  hivv.  v.  7.  siiauiier  1!>77:  21*3-229. 

"141  w  I  my  AfMn^ss  fn  th«^  Lumpkin  School  of  Law  kIvou  at  the  University  of 
<S«»oruiii   April  lU).  \U17  " 

Vt»itelKesan>f  Sandra.  What  price  principle?  U.S.  fwllcy  on  human  rights.  For- 
elKii  affalrH.  v.  50.  July  I97S :  819-841. 

"The  U.S.  iKjllty  on  human  rights  .  .  .  has  reached  a  critical  point  of  deci- 
sion. .  .    The  isaues  have  important  implications  for  East- West  and  North-South 
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relations  and,  Indeed,  for  the  redefinition  of  the  national  interest  and  consensus 
underlyiog  U.B.  foreign  policy.'* 

Weissbrodt,  David.  Human  rights  legislation  and  U.S.  foreign  policy.  Georgia 
Jounial  of  international  comparative  law,  v.  7,  Hummer  1977 :  231-287. 

*Tart  J  of  this  article  sets  forth  the  historical  precedents  for  the  new  United 
states  human  rightn  activitieH.  l*art  II  then  outlines  the  human  rights  legislation 
which  mandates  and  shapes  the  United  States  human  rights  efforts.  Part  III  sug* 
gests  a  tentative  approach  for  pursuing  the  fundamental  mandate  of  the  human 
rights  legislation  to  make  internationally  recognized  human  rights  a  central  focus 
of  United  States  foreign  policy.** 

 United  States  ratification  of  the  human  rights  covenants.  Minnesota  law 

review,  v,  63.  Nov.  1978 :  35-78. 

''On  February  23.  1978.  President  Carter  submitted  two  Human  Rights  Cove- 
nants. ...  to  the  Senate  for  its  advice  and  consent.  In  a  letter  accompanying  the 
four  treaties,  the  President  recommended  a  series  of  reservations  and  under- 
standings  as  to  (he  Covenants.  .  .  .  This  article  l>egins  by  briefiy  discussing  the 
background  of  the  Covenants  .  .  .  Turning  next  to  the  reservations  and  under- 
standings proposed  in  President  Carter's  letter  .  .  .  the  article  .  .  .  identifies 
three  standards  against  which  these  reservations  can  be  evaluated — ^he  United 
States  Constitution,  international  law.  and  the  response  of  other  nations,'* 

Wermuth.  Anthony  L.  America*s  relations  with  dictators.  Parameters,  v.  7,  no. 
1.  1977 :  e*-78. 

'*In  sum.  wherever  America  supports  .some  dictator,  it  is  never  because  he  is 
a  dictator.  America  also  opposes  other  dictators.  America  also  supports  some 
democrats  and  inbetweens  and  rejects  others.  Whatever  our  policy  turns  out  to 
be  toward  one  country  or  another,  the  bedrock  principle  involved  is  the  same  in 
every  case:  American  interett." 

Wiarda,  Howard  J.  Democracy  and  human  rights  in  Latin  America:  toward  a 
new  conceptualization.  Orbis,  v.  22.  spring  1978:  137-160, 

The  article  deals  with  the  issues  of  human  rights  and  U.S.  relations  with  au- 
thoritarian reginies  of  Latin  America,  *'and  raises  some  troubling  questions: 
Are  democracy  and  human  rights  ever>,vhere  the  same  and  universal?  Are  they 
relevant  in  the  same  sense  to  all  societies  and  in  all  time  frames?'* 

Williams,  Dou^ias.  Human  rights,  economic  development  and  t\id  to  the  Third 
World:  an  analysis  and  proposal  for  action.  ODI  [Overseas  De^elopment  Insti- 
tute] review,  no.  1,  1978:  Hr-37. 

For  the  more  serious  l>reaches  of  the  IJ.N.  covenants  on  economic,  political 
and  cultural  rights  *'there  can  1k»  no  justification  on  developmental  grounds — 
indeed  they  can  only  iinitede  d^velopnipnt — and  the  international  community 
should  be  careful  Iw^fure  it  makes  conc**ssion«l  funds  available  to  help  countries 
guilty  of  such  breaches.  On  the  other  hand,  to  use  ai^.  funds  as  a  crude  economic 
sanction,  tempting  though  this  is.  is  more  likely  to  damage  the  development  effort 
than  to  improve  human  rights.** 

Wolpin,  Miles  I).  Military  aid  and  rotiMterrevolution  in  the  Third  World.  Lex- 
ington, Mass.  lA^xiiigton  Books,  1U72.  327  p.  UA12.W(M  322.5. 


How  To  SBOUtt  ADDmORAt  iUlUlAL  Olt  URinD  STATU  FOKIOlf  POLICY 

A.  ecirnuL  iirDKzsa 

tlo?*2]2ILi'?n*tr.^h*?SrJf*T^°'*  to  be  included  In  this  complUi- 

pSt  Tlmes-Plcayune.  the  San  Pranclaeo  Chronicle,  and  SrwilSSit^ 

P»ri^*lcaf KSl.lSS''*  ^HH^f*"^  literature  Include  the  Beadera'  Guide  to 
BuliX  of  *hi  B.  Ki?' A^'y^^   i°  general  and  non-technical  periodicals;  the 
Bulletin  of  the  PubUc  Affairs  Information  Service,  a  subject  Ust  of  hooka  n.m 
publications,  reports  of  public  and  ^7""  aiieSjS;  T^' 
wSSSllln^f''*=  Sciences  Index.'a  subjJS  an^d  authorS«  to  j£ 

i^hS?!""]'  language  periodicals  :  the  International  PoliUcal  Snce  AbstSctT 
Sci  -       v/.^^l'i"!^^^^  publishing  priSy  ^n^UaSrSS: 

^{J^  Vertical  Pile  Index,  a  Ust  of  free  and  inexpensive  namDhlete  lesfleS 
booklets  and  mlnieoKrai»hed  niaterlalH;  and  the  BuS^em  l-erffi-i- 
vlS?S.i^f''i°  perlodi«ils  in  the  •T^sTbn^nTkntfiSn^lSe^ 
J^J^'^L?^^J^  "  to  reviews  of  current  b^ks  aoDearlM  In^ 

lected  periodicals.  DIssertati.  n  Abstracts  International  provSS  rowS  a^^ 
doctoral  di«wtatons  approved  by  American  and  foreiSn  univeSi?lS  ABCPo^ 
^  iZ-hiJ"*^.®  °'  Contents:  Political  Science  aSd  Sernmenn 

publishfHi  quarteriy.  contains  the  tables  of  contents  from  several  dMPn  S?«.l' 
«:lence  Journals  and  provides  a  quick  scan  of  rSt  Uteratuw*  n  o!?publSlE!S^ 

B.  riOERAI.  QOVEBNUENT  PUBLICATIOITB 

Arf^'r  Vr!*"*  """'^  valuable  sources  of  information  on  official  U.S.  foreign  nollcv 

al^nSi  whlpJ^^  L.  ui"'T  arranged  according  to  the  various  Government 
fhT  I  ,  l>reiwre  documents  and  the  documents  are  in  turn  Indexed  J n 
™,*Jho'''  '-^"^  All  material  In  th  s  caTalog  inva"uibl?fir 

S^r„  P"*"*^-  "  documents  listed  in  the  loJthly  SSloJ  In 

kSitlon  rf  Ihi? "I'"""''  yo"f  '»»rarian  wlu,  can  teH  yoS  ?h^ 

m^il    .  "earest  depository  library  which  has  them  or  Initiate  an  inter! 

hnSh,;r;h';'«.?.m'rv^hThr^^   ^r.  ^-r'""*"^  ^^i^^i^S 
Of  cif  erf jp^priSt;^^^^^^ 

tJ^rIri.1ZT>^"i^}  «th..r  Government  i.ubllcatlons  which  are  partioularlv  useful 

(701) 

:RJC  '^^'^^ 


702 


iMiund  editions  of  the  Record.  The  Digest  of  Public  General  Bills  and  Resolu- 
tionH,  issued  several  times  during  each  session  provides  summaries  of  each 
public  Mil  and  resolution  and  its  current  status  in  the  legislative  process. 

The  primary  source  for  Presidential  speeches*  public  statements*  messages  to 
Congress,  press  conferences  und  other  material  released  by  the  White  House  Is 
the  Weekly  (\>mpiIation  of  I^resldentlal  Documents.  It  is  indexed  by  subject, 
formut  and  luiiiie.  The  moHt  up-to-date  official  record  of  T.S.  foreign  policy  Is 
the  Department  of  State  Bulletin.  Issued  monthly,  the  Bulletin  includes  key 
s|iee<*he.s  by  State  Department  ofBclals,  transcTlpts  of  testimony  before  Congress, 
texts  of  press  relea.seH  and  other  official  statements. 


Several  perimlical  servlres  reinilurly  analyze  changes  in  federal  policy  through 
th€»  actl4>nH  of  ron^ress.  the  President,  the  Courts  and  interest  groups.  They  all 
provide  la  their  general  coverage  of  public  |K>!lcy  issues,  coverage  of  political 
developnieiitM  in  r.S.  foreign  (policy.  Con^re»siona!  Quarterly  Weekly  Report 
suiuinarizeH  ccnigressioua!  activities  for  the  ,*r/K*edlng  week  and  Includes  Imck- 
;;round  InformaHon  on  Issues  l»efore  ('on^ess.  The  (Congressional  Quarterly 
.\lnmnar  is  an  annua!  comprehensive  review  of  the  leglNlative  session.  The 
wtM'kl.v,  N'arioiial  Jotirnal  Reports,  covers  re<»ent  congressional  and  Presidential 
arrions  and  rhelr  Impact  on  public  policy.  Congressional  Digest  features  a  pro- 
coll  discu.»<sioii  of  one  current  legislative  problem  In  each  of  ten  issues  per  year. 
Tlie  Conmierre  Clearing  House  Congressltauil  Index  Is  a  loose-leaf  service  re- 
porting Hie  status  of  |>einling  legislation.  The  I'nited  States  Code  Congressional 
and  Adniiiiistratlvc  News  repnKluces  pul>llc  laws,  ilouse  or  Senate  reports  of 
each  hill  that  becomes  law,  legislative  history  for  public  laws  and  an  essay 
sertion  discussing  issues  before  (^ongres^?. 

.\  further  aid  in  tindiuK  thv  wealth  of  information  published  by  Congress  is 
the  r^mgressituiMl  Information  Scrvi<*e/Iiulex  which  Abstracts  nn1  indexes  con- 
grossionjil  liea rings,  reports,  documents  and  coinndttee  prints.  Congressional  ma- 
terials are  iiulexiMl  li.v  sul»Je<»t.  names  of  witnesses  at  hearings,  authors,  affilia- 
tions of  witnesses,  |H>pular  ruimes  of  bills  and  reiK^rts.  and  law,  bill,  re|K>rt.  and 
(bMMunent  niMubers. 


For  tlic  student  interested  in  pursuing  riie  documentation  of  international 
orKMiiiznrions  reljiting  to  tin*  riel>ate  propositions,  reference  should  be  made  to 
IMID.  Inierhjirional  Mildio^raplix .  Infornmtion,  Documentation  which  contains 
a  subjet't  list  of  tdlicial  pul)li(  jirions  from  several  dozen  international  organiza- 
tions, t  riire^l  Nnrions  dcH  innents  are  iudexe<l  in  I'NDKX.  United  Nations  Doc- 
uments Index  t».v  sul)Ject.  n»untry  and  issuing  T'.N.  agency.  A  current  Account 
of  rnltiHl  Xiirions  activiries  is  found  in  the  T.N.  Monthly  Chronicle. 


For  an  tilstoric^al  t>verview  of  I'.S.  foreign  policy,  det>aters  may  refer  to  the 
ftdlowiu^  works  : 

Mailry.  'niomas  .\.  A  dipliuiuitir  history  of  the  .American  i)oople.  9th  <m1. 
Kn-li'NViHHl  riifTs  WJ  .  Prentiie-iliill  jl!»7i|  Un\2  p.  KlK3.7.n20  1974  327.73. 

Ferrell,  Uol)ert  H.  Ann^ricaii  diphunacy.  a  liistory.  3d  ed.  New  York.  W.  W. 
Nikfton  |I'JT5|  ssl  p.  i:is:i.7.Fi  11^75  327.73. 

Leo|H>ld.  Uirluird  \V,  Tlio  growth  of  An>erican  foreign  policy,  a  history, 
New  Y'Tk,  A.  A  Kno(»f.  P.KJ2.  s|Sp.  KIKJ. 7.1.17  327.73. 

Major  pro|)UMns  in  .Vnieriran  foreign  policy  :  documents  and  essays,  edited 
l)y  Thomas  (;.  Paterson.  Lexington,  Mass..  D.'c.  HoAth  [19781  2  v.  KiH3.7.M28. 
327  73. 

Pratt,  Julius  W.  A  liistory  of  PnitiKl  States  foreign  |>olicy.  3d  e<l.  Engle- 
wood  riifTv.  \  .?  .  Prcnf i<e  Hall  (1972)  (521  p.  KIH3.7.P73  1972  327.73. 

Hiip|>ai)ort.  Armin.  A  history  of  American  diplomacy.  New  York,  Macmil- 
Ian  VuU  t'o,  I  l!>T.%)  P.Ml  |i.  KlS,3.7.U29    327  73. 

S|Minier.  .h*h\\  W.  American  foreign  iK>licy  since  World  War  II.  7th  ed. 
New  York.  Prae^er  1 1977)  354  p.  E7M.SS  1977  327.73. 


C.  SOl^RCES  COVfe^aiNU  CONORESSIONAI.  AND  PRESIDENTIAL  AOTIOR 


0.    INTKRN  ATIONAI-  OOCI^MKNTATION 


F.    IIlSTtmUAr  SURVEYS 
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r.  ASSOCUTIONB 

wfiJiiX?? SJilSr^^  ^•'^  organization. 

"^TwB^Sa^'c'lS^^^^  Seventeenth  St.. 

Aa^ty  International.  U.S.  AlBUate.  2112  Broadway.  Rm.  406.  New  York.  N.Y. 

'^Tk!°^wTw^LiS^n,D^^^^  University.  1800 

^S?(&40.*""''"°'*"'  University.  Corwin  Hall.  Princeton, 

°  MM2.'  °'  °'  ^he  United  States.  1615  H  St..  NW.  Washington.  D.C. 

°^i^n,  SaS.*'""^'*"  Maryland  Ave..  NE.  Wash- 

Ooniference  Board.  Inc.,  840  Thlnl  Ave..  New  York.  N  Y  10022 

^uncii  on  Foreign  Relations.  5«  East  68th  St..  New  York  N  Y  n»21 

X7orD.C°S."  1211  ConS.?u?  i;;!^^  wash- 

rorelgn  Policy  Association.  345  East  46th  St..  New  York  NY  inniT 

'  pJ"lWW.'^''  ^  Market  «T.  sScJ^ Center!  Philadelphia. 

Institute  for  Policy  Studies.  1001  g  St..  NW  Washlnirt.m  np  -fnnna 

L««ue  of  Wou>e,.  Voter,  of  th.  UrSed  States.  KmT  X W^^iv^ngton.  D.C. 

yS^^^^JSn^'^:^;^^  ^-•>'-to„  center. 

Ovgjjas  Deve.o..„.ent  Council.  1717  MS;:ihusetts^:.  NW.  Washington.  D.C. 

^^2i>^""'  Development.  320  21st  St..  NW.  Washington.  D.C. 

"  wath"StS°m'  ?^^,0"^«rn.ament  Agency.  De,>art,nent  of  State  Building. 
''•Nw'!T;r.";on'  i^'S  C..MstitutIo„  Ave.  and  E  St.. 

U.S.  Department  of  State.  2201  C  St..  NW.  WashlnitSS.  D.C.  205J^* 
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Available  (loverniuent  Publications  on  the  1979-1980  National 
High  School  Debate  Topic. 


What  Should  Be  the  Future  Direction  of  the  Foreign  Policy  of  the  United 
""SUtes?  1979. 


_Aiit)a5$ador  Young's  African  Trip,  Hearing  Before  the  Convnlttee  on  Foreign 
"Relations*  Subconmlttee  on  African  Affairs*  Senate,  95th  Congress*  1st 
Session,  To  Receive  a  Report  From  Antassador  Andrew  Young  on  His  Re- 
cent Trip  to  Africa  and  United  States  Policy  In  the  Ar^a,  June  6,  1977. 
1977.    29  p.  Y  4.F  76/2: Y  8/2  S/N  052-070-04144-  7      J  1.30 

^Amerl can/Soviet  Trade:  A  Joint  Seminar  on  the  Organizational  and  Legal 
Aspects.    Tcxte  of  preaentaticna  mack  by  Amrioan  and  Soviet  repreaenta^ 
tivea  at  a  Dtoarri^ar    197$  a^mnar  in  Moaoou.    1976.    118  p. 

C  54. 402: Am  3  S/N  003-009-00232-0  1.90 

_Arms  Control  and  01sarmament»  1977.         2?th  comual  rapcrt  of  tha  Arm 
Control  and  IKaamimnt  Agency^  diacuaaing  ita  ozw  oontrol  aim  and 
pcliaiaa,  and  detailing  afforta  and  aoooit^liahmnta  in  fiacal  yaar 
1977.    1978.    62  p.  11. 

AC  t. 1:977  S/N  002-000-00062-8  2.30 

_Arms  Transfer  Policy*  Report  to  Congress.    Diaauaaaa  jwmnt  raatrainta 
on  United  States  aim  aalea  to  foreign  oomtriea^  onJ  analyMea  the 
effeota  of  the  reatrainta  on  our  foreign  policy^  eoonomy^  and  mili" 
Ury  poatura,    1977.    107  p.  11. 

Y  4.F  76/2:Ar  5/18  S/N  052-070-04175-  7  2.10 

^Background  and  Status  of  xhe  Kultl lateral  Trade  Negotiations.  Pro^ 
videa  background  inforwtion  on  theae  negotiationa,  aiamariaea  the 
preparatory  fi>ork  to  d^te,  and  the  baaio  objectivea  of  the  United 
Statea  and  nnjor  foreign  comtriea.    1975.    74  p. 

Y  4.W  36:T  67/33  S/N  052-070-02742-8  .90 

Supplement  1  to  the  above.    1975.    35  d.  / 

Y  4.W  36:T  67/33/supp.1       S/N  052-070-03972-1  .55 
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High  School  Debate  .  .  . 

_Ch1na'$  Economy  and  Foreign  Trade,  1977-78.    A  bHef  analuaU  of  th^ 
«Jor  <md  factor,  affecting  the  eaonony  Jjfo^Z  tr^^ 

tiu.  People's  HepubUo  of  China.    Inaludea  tables  p  Vj^JcTg 
data  on  major  United  Statea  exports  to  China.     1978.    47  ^/'^'^ 

C  57.2:C  44  S/N  003-009-00262-1  $2.30 

Commission  on  the  Organization  of  the  Government  for  the  Conduct  of 
Foreign  Po  icy  (The  Murphy  Report).    A  report  on  J^e  Zvh^  cJLa. 

278  0    7l         ^      J*^  f^llf  ^°^^°y-    ^9"'  reprinted  1977. 

r  3. F  76/5:1/975  S/N  022-000-00108-6  2.75 

follcuing  publioationa  aur^rize 
oongre^s^onal  ^ntrtbut^ons  to  the  ahaping  of  United  Statea  foreign 
poltay     In  examintng  congreaaional  input  into  apeHfio  foreign 
PoUcy  deeistona,  theae  reporta  also  analyae  the  large  iaaue  Vf  the 
roUof  Cangr^aa  and  xta  relation  to  the  executive  branch  in  the 
fomulaUon  of  United  Statea  foreign  policy. 

_  1975.    1976.    186  p. 

Y  4.  In  8/16  :F  76/975  S/N  052-070-03625-7  1.90 

1976.    1977.    222  p. 

Y  4. In  8/16 :F  76/976  S/N  052-070-04070-0  3.00 

_  1977.    1978.    214  p. 

Y  4.  In  8/16:F  76/977  S/N  052-070-04653-8  3.25 

-iTf^T.l,'"'^  Foreign  Policy    Report.    This  report  examinee  the  char- 

A^^.^'^v  -^'^^^'T       ^''^^^'^^^'^-t^Sjislative  relaHona  in  the 
area  of  United  :,tate a  foreign  policy  and  makee  a  aeriea  of  reoormenda- 
f-TI       7'^.'^/*'  problema  cmm  be  addreaaed  and  how  Congreaa'  appro- 
oi  ..       foreign  poU<7y.yking  formulation  can  be  beat  ineured. 
.1976.    26  p.  Y  4.1n  8/16:F  76/7  S/N  052-070-03868-3  .45 

_Congress.  Information  and  Foreign  Affairs.    1978.    103  p. 

Y  4.F  76/2 :C  76/7  S/N  052-070-04676-7  2.40 

_01plomacy  fn  the  70's,  A  Program  of  Management  Reform  for  the  Depart- 
ment of  State.    Thirteen  taak  forcea  rjere  assigned  the  taak  of  collect- 
tng  datii,  hearing  testimony,  and  producing  reootmendations  for  a  com- 
prehenatve  blueprint  to  strengthen  the  Department,  to  better  equip  it 
to  eupermae  and  coordinate  all  foreign  policy  operations  of  the  United 
Statea  government.     The  State  Department  reformers  produced  aome  SOO 
rmconrnenJations.     The  complex  results  of  the  atudy  and  the  text  of  the 
•w^nj;  rvoc>rw.,^^£tW  to  the  Secretary  of  State  are  available  in  thia 
publl0at^M.    1970.    610  p.  il. 

S  1-69:143  S/N  044-000-01295-2  6.60 

Food  Problems  of  Developing  Countries:  Iirpl ications  for  United  States 
Policy.  Hearings  Before  the  International  Relations  Committee,  Sub- 
committee on  International  Resources.  Food  and  Ene.gy,  House,  94th 
Congress.  1st  Session,  May  21;  June  3  and  5,  1975.    1975.    355  p 

Y  4. In  8/16:F  73  S/N  052-070-03077-1  3.10 
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Kigh  School  Debate  .  .  . 

Foreign  Assistance  and  Related  Programs  Appropriations  for  Fiscal  Year 
1979,  Hearings  Before  the  Committee  on  Appropriations,  Subconmlttee  on 
Foreign  Operations,  Senate,  95th  Congress.  2d  Session,  On  H.R.  12931: 

 Part  1,  (Peace  Corps),  Agency  for  International  Development,  Depart- 
ment of  Agriculture.  Department  of  State,  Department  of  the  Treasury, 
Export- Import  Bank  of  the  United  States,  General  Accounting  Office, 
Inter-American  Foundation,  Public  Witnesses,  ^ebru^ry  22,  27;  March 
2,  7,  9,  14,  16,  2U  23;  and  April  5,  1978.    1978.    1088  p. 

Y  4.Ap  6/2:F  76/7/979/pt. 1  S/N  052-070-04598-1       $  8.25 

  Part  2,  Appendixes.    1978.    550  p. 

Y  4.Ap  6/2:F  76/7/979/pt. 2  S/N  052-070-04599-0  4.75 

Foreign  Economic  Assistance  Programs: 

 Part  1,  Foreign  Assistance  Act  of  1948  (Marshall  Plan  and  Related 

Measures).    1976.    373  p, 

Y  4. In  8/16:H  62/V.3  S/N  052-070-03687-7  3.40 

 Part  2,  Extension  of  the  European  Recovery  Program.    1976.    664  p. 

Y  4. In  8/16:H  62/V.4  S/N  052-070-G3688-5  5.40 

 ^Government  Sponsored  Research  on  Foreign  Affairs,  1977  Projects  Re- 
ported between  July  1  ,  1977  and  Septeirber  30.  1977.    Uate  neuly  r»- 
ported  research:  contracts  and  gvanta  on  foreign  affaire  supported  by 
the  Departtitmt  of  State  and  other  Federal  agencies.    Projects  are 
Hated  by  eupportznj  agency  and  indexed  by  subjects,  regions ,  support^ 
ing  ortjani^tions,  investigators,  and  per foming  or gayxi nations,  1978. 
78  p.  S  1.101/10:977/1  S/N  044-000-01684-2  2.40 

 ^Great  Decisions  In  United  States  Foreign  Policy,  Hearings  Before  the 

International  Relations  Committee,  House,  94th  Congress*  1st  Session, 
April  10,  1975.    1975.    29  p. 

Y  4. In  8/16: F  76/:  S/N  052-070-02909-9  .45 

 Human  Rights.    1978.    63  p. 

S  1.131:5/2  S/N  044-000-01713-0  2.40 

^  ^Human  Rights  and  the  United  States  Foreign  Policy:  A  Review  of  the 

Administration's  Record,  Hearings  Before  the  CoTwnittee  on  Interna- 
tional Relations,  Subcommittee  on  International  Organizations, 
House,  95th  Congress,  1st  Session,  October  25,  1977.    1978.    74  p. 

Y  4. In  8/16:H  80/28  S/N  052-070-04438-1  2.00 

 ^Human  Rights  and  United  States  Foreign  Policy.    iHscusses  the  signi- 

/tooMiv  of  the  Cfxru^r  aMnia  tration*8  special  efforts,  reviewing  the 
success^^n  of  in  te  irrational  ocoicration,  appraising  the  task  ahead,  and 
no  re .    iidts  intem:itt':^r^t  documnts  on  hurun  rights  and  proxndes  the 
text  of  the  CVittvraa^  Declaratio>i  of  Human  Rights.     1978.    28  p. 

S  1.2:H  88/6  VN  044-000-0171  1-3  1.40 
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High  School  Debate  .  .  . 

— ^Hgwn  Rights  Conditions  In  Selected  Countries  and  the  Uhlted  States 
WiS^se.    Tkta  documnt  9wmarii^a  Ow  uC^gcy  varying  himm  Hdhta 
^ndtttons  tn  each  of  19  oomtHee,  as  ueU  as  the  United  States  re ^ 
•pmae  to  thoee  oondiHone.     197C.    372  p.  ^^^s  re 

Y  4. In  8/16:H  88/30  S/N  052-070-04608-2      $  4.50 

~lIl!IIIIl?.?^*^*'r"^*r^"'!  ^^^"^       ^ore^gn  Relations  Committee,  Sub- 
wainittee  on  Foreign  Assistance.  Senate,  95th  Congress.  1st  Session 
On  Human  Rights  Issues  and  Their  Relationship  to  FnreUn  Ass?stan?2' 
Programs,  March  4  and  7,  1977.    ig77.    104  p.  ^sstswnce 

Y  4.F  76/2:H  88/6  S/N  052-070-04089-1  2.10 

— Human  Rights  In  the  International  Conmunlty  and  In  Uhlted  States 
Foreign  Policy,  1945-1976.    1977.    58  p. 

Y  4. In  8/16:H  88/20/945-76  S/N  052-070-04149-8  1.80 

— Human  Rights  Reports,  Prepared  by  the  Department  of  State  In  Accord- 
ance With  Section  502(b)  of  the  Foreign  Assistance  Act,  As  Amended. 
Cantatna  State  Department  aurmariea  of  hwrun  righta  praotiaea  in  82 
oomtrtea  tn  Aava,  Europe,  Africa,  and  South  Amrica,    1977.    143  p 

Y  4.F  76/2:H  88/5  S/N  052-070-03975-2*  1.60 

— ^Implications  of  President  Carter's  Conventional  Arms  Transfer  Policy 
Report.    Examnea  the  pattern       amg  transfer  traneactiona  which 
haa  (ie\>e loped  amoc  the  Vrccident  announced  his  new  arftm  tranafer 
policy  on  May  li),  2977,     1977.    50  p.  11. 

Y  4.F  76/2:Ar  5/19  S/N  052-070-04340-7  1.80 

— ^International  Human  Rights:  Selected  Declarations  and  Agreerrents. 

A  aelectton  of  the  foremost  international  dcalarationa  and  agree- 
mnta  on  hurt.n  rights  of  the  past  quarter  century.    Included  are' 
Sxaerpte  from  the  Charter  of  the  Ihiited  Nations,  the  1948  Universal 
Decl(U\ition  of  Hunan  Hghte,  the  International  Covenant  on  Civil 
and  Polttt.ycil  Rightn,  the  Convention  for  the  Protection  of  Hunan 
Rtghta  and  Fundvmintal  Fviw±->m,  .md  more.     1976.    69  p. 

Y  4.G  74/6:H  88/2  S/N  052-070-03650-8  .95 

— ^International  Protection  of  Human  Rights,  The  Work  of  International 
Organizations  and  the  Role  of  United  States  Foreign  Policy,  Hearings. 
August  I;  Septenfcer  13,  19,  20,  27;  October  3,  4,  10,  16,  18,  24,  25; 
November  1;  and  Deceinber  7,  1973.    1974.    987  p. 

Y  4.F  76/1 :H  88/4  's/N  052-070-02297-3  6.45 

 International  Relations  Dictlondry.    1978.    48  p. 

S  1.2:In  8/30  S/N  044-000-01 715-6  2.30 

 ^Living  With  the  Trade  Deficit,  Report.    1977.    1  1  p. 

Y  4.£c  7:T  67/15  S/N  052-070-04308-3  .90 

_Hijor  Publications  of  the  Department  of  State:  An  Annotated  Bibliog- 
raphy.   T)u'  h.^.y.,,,  p.^^nlrts,  .md  r^:rinjtcalti  lict^^d  in  this  bihlio^i- 
nz^^hj  u>*n\  ^cir.^t^^J         e/unV  iai^tinj  iKiliic  to  pcraons  ceriouaLy  in- 
ter^^ated  in  th^  <L:v.^Lopnvnt  of  the  for>>ijn  policu  ^md  international 
relati(me  of  th,*  ignited  :-tat*^3.    Rev.  1977.    27  p. 

S  1.71:200/3  S/N  044-000-01665-6  1.30 
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Mltfi  School  Debate  ... 

New  Perspectives  on  the  Persian  Gulf,  Hearings  Before  the  Cotwnlttee  on 
Foreign  Affairs,  Subconnlttee  on  Near  East  and  South  A$1a»  House,  93d 
Congress,  1st  Session,  June  6-Noventer  28,  1973.    1973.    227  p.  11. 

y  4.F  76/1 :P  43/4  S/N  052-070.02150-1       $  1.78 

Persian  Gulf: 

  1974,  Money,  Politics,  Arms,  and  Power,  Hearings  Before  the  Committee 

on  Foreign  Affairs,  Subcommittee  on  Near  East  and  South  Asia,  House, 

93d  Congress,  1st  Session,  July  30;  August  5,  7,  and  12,  1974.  1975. 

267  p.  11.  y  4.F  76/l:P  43/5  S/N  052-070-02769-0  2.80 

  1975,  The  Continuing  Debate  on  Arms  Sales,  Hearings  Before  the  Conmlt- 

tee  on  International  Relations,  Special  Subcommittee  on  Investigation, 
House,  94th  Congress,  1st  Session,  June  10,  18,  24,  and  July  29,  1975. 
1976.    261  p.  y  4. In  8/16:P  43  g/2/975     S/N  052-070-03212-0  2.90 

 Reports  on  Human  Rights  Practices  In  Countries  Receiving  United  States 

Aid.    Prepared  by  the  Department  of  State,  in  acoordmoe  uith  seotiona 
226(d)  and  SOBBCb)  of  the  Foreign  Aeeietanoe  Act  of  2962,  OB  amnded* 
These  reports  cover  those  countries  receiving  economic  oBsistanae 
under  the  Foreign  Assistance  Act  of  2962,    It  is  not  a  worhjbide  aur- 
vey  and  does  not  include  reports  on  numerous  comtries  ijith  serious 
hienan  rights  problerm,     1979.    706  p. 

y  4.F  76/2:H  88/9  S/N  052-070-04831-0  5.25 

 Rhodeslan  Sanctions  Bill,  Hearing  Before  the  International  Relations 

Conmlttee,  Subcommittee  on  Africa  and  International  Organization, 

House,  95th  Congress,  1st  Session,  On  H.R.  1746,  February  24,  1977. 

1977.  ^68  p.  y  4. In  8/16:R  34/977  S/N  0&2-070-03963-9  .85 

 ^Shifting  Balance  of  Power  In  Asia,  Implications  for  Future  United 

States  Policy,  Hearings  Before  the  Cotrmlttee  on  International  Rela- 
tions, SubcoRinlttee  on  Future  Foreign  Policy  Research  and  Development, 
House,  94th  Congress,  November  18;  December  10,  1975;  January  28; 
Harch  8;  April  7;  and  May  18,  1976.    1976.    236  p. 

y  4. In  8/16: As  4/2  S/N  052-070-03684-2  2.20 

 ^Status  of  Human  Rights  In  Selected  Countries  and  the  United  States 

Response.    Thie  booklet  eon  tat     reports  on  human  rights  conditions 
in  IS  countries^  including  Canbodia,  North  Korea,  Vietnam,  and 
Russia,  and  the  United  States  position.     1977.    79  p. 

y  4. In  8/^6:H  88/21  S/N  052-070-04150-1  1.90 

 They  Know  How,  An  Experiment  In  Development  Assistance.    Reports  on 

the  I nter^ American  Foundation's  experiment  in  responding  to  Latin 
and  Caribbean  social  change  initiatives,     1977.    175  p.  11. 

y  3. In  8/25:2  K  76  S/N  022-000-00137-0  2.50 

 Trade  Debate.    Hev.  1979.    28  p.  11. 

S  1.2:T  67/6/979  S/N  044-000-01717-2  1.30 
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High  School  Debate  .  .  . 

 ^S[II*in?^rc''"        ^'^^  '^^  *  Problem?  What  Rewdy?  Hearing  Before 

Sail*   ls?hT!'  Co™nittee^;Subcon«,ittee  on  InternationJllconlmics 

SSrii.""  ^'"Vi^^l^-  "s,r;VoJl'?is».,       .  ..30 

C  57.11:78-32  S/N  003-000-90618-3  80 

Y  4. In  8/16:7  67  S/N  052-070-03757-1  2.75 
 ^Jlted  States  and  the  Third  World.      suite  Depart^nt  analuaia  of 

S  1-71:301  S/N  044-000-01617-6 

 ^''"^  '°        Persian  Gulf,  Report  of  a  Studv  MU 

sion  to  Iran.  K^ait.  and  Saudi  Arabia.  May  22-31.  19?5  "76 

^  ^-I"  S/ie:^  43  g/976        S/N  052-070-03i72-7 

— il*,****  Corporate  Interests  in  Africa.  Report.   This  import 

^  YZr       "T"'  "-C  ^■'"«'^*^^<^i  -r^dit  in  South  AYHca  lZlye 
tto  l^or  practtce.  of  AmHcan  firm  doing  business  in  South  Tfril^ 
md  lyginewa  the  role  of  United  States  avrpotntions  in  relation  ^ 
th0  current  challengea  to  apartheid.     1978.  232p.il 

Y  4.F  76/2:Af  8/12  S/N  052-070-04375-0  3.25 

^"'^''^y  P°Hcy.  Hearings  Before  the  Joint  Economic 

S:S%^teJ.1^T7-1S",r75^-[|^e.'°5IT"  '''' 

Y  4.Ec  7:£n  2/9  s/N  052-070-03275-8  1.25 

—{976^*''*  M'i"i!"^"'"%''rcM''?'^!,^°'^'=y  Trade  Act  of  1974. 

1976.    39  p.  11.        Y  4.F  49:T  67/35  S/N  05?.070-031O0-5  .75 

 ^^ited  States  Trade  With  Major  World  Areas.  1971-1977.    197«.    90  p 

C  57.11:77-12  S/N  003-000-90631-1"  .80 

World  Military  Expenditures  and  Arra  Transfers: 

  1965-1974.     1976.    76  p.  il. 

AC  1.16:965-74  S/N  002-000-00054-1  1.80 

  1966-1975.    1976.    85  p.  11. 

AC  1.16:966-75  S/N  002-000-00058-0  1.50 

World  Milit:iry  Upend itures  and  Arms  Transfers  -  con. 

  1967-1976.     1978.     168  p.  11. 

AC  1.16:967-76  S/N  002-000-00063-6  3.50 
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